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AT AGLANCE

M&S IS A BRITISH VALUE FOR MONEY RETAILER
focused on own label businesses, including
Food, Clothing & Home and Bank & Services in
the UK and internationally.

Today, we operate afamily of businesses, selling high-guality, great-value
own-brand products inthe UK and internationally, from 1,509 stores and over

100 websites globally. Together our 70,000 colleagues across our stores, support
centres, warehouses and supply chain serve nearly 30 million customers each year.

The objective of our transformation programme is to restore the M&S business and
brand, to deliver long-term, sustainable, profitable growth for
our investors, colleagues and wider communities.

In a year defined by the pandemic, through our Never the Same Again programme,
we have accelerated our transformation and forged a reshaped business
aswe emerge from the crisis.

GROUP OVERVIEW

£9.0bn™*  £201.2m"" " 50.5% "7

Group revenue Group loss before tax Percentage of UK Clothing
&Home sales online

(9.8)p(]9/20: P £41.6m™" 679 e

Basic loss per share o Profit before tax and
adjusting items Food: Value for money perception
£1 11' -20.1% 81(19/20:68)
No dividend paid for 20/21 . I 1
. Net debt excluding Llease Liabilities Stores: Net promoter score'
1 1 (19/20:16.7p) 51(19/20: 57)
. Adjusted earnings per share M&S.com:Net promoter score'
Cover Alternative performance measures
Our colleagues, Thereporl provides alternative performance measures (APMs™) which are nol defined or specified
including vicky in under the requirements of International Financial Reporting Standards as adopted by the EU.
our York Vangarde We believe these APMs provide readers with important additional information on our business.
store. seen here with We have included a glossary on pages 191 to 195 which provides a comprehensive list of the APMs
our new Family Dine In that we use, including an explanation of how they are calculated, why we usc thern and how they
offer, went above and canbe reconciled to a statutory measure wherce relovant.

beyond this year to
serve our customers and
local communities

53 week year

This year we are reporting statutory results on the 53 weeks ta 3rd April 2021.In order to provide
a meaningful comparison with last year's 52 week period financial information above has been
presented on a 52 week basis Statutory results Group revenue £9,155.7m, Loss before tax:
£(209.4)m, Basic loss per share, (10.01)p.

1 Net pramater score (NP5 eguals percentage of promoters muinus the percentage
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STRATEGIC REPORT

LETTER

For all of our businesses we believe
we will come out of the pandemic year
not just changed but stronger. ,,

Archie Norman, Chairman

The Magic
of MES Food

Market-leading
Innovation, such as
our Taste Buds range
which was developed
with Greal Ormond
Street Hospital for
children aged 4-10,
ts akey part of our
Food strategy

a2 Marks and Spencer Group pic

Dear shareholder,

In the last year the Covid-19 pandemic
has thoroughly distorted our trading and
operations in all our businesses. For large
parts of the year, the majority of cur floor
space hasbeen closed and even in Food
large parts of the business have been
unable to trade. As aresult, financially it
has been a “lost year”. Shareholders and
colleagues alike have borne the burden
of no bonus, no pay increase in 2020 and
no dividend.

With that, Covid-19 and the associated
lockdowns have accelerated changes

in the market that were previously
proceeding inthe slow lane In many areas,
it has been a case of “five years in one™.

The dramatic increase in the move to
onling, including in food, the shift to
“informal” in clothing dermand, the use

of technology to connect colleagues,
suppliers and custemers, and the demise
of many high streets and shopping
centres are trends which will never reverse.
To add to this, Brexit has made it much
mere costly to trade cur businesses in the
EU and NorthernIreland. For customers,
competitors and suppliers, the landscape
has changed forever.

For abusiness like M&S in the third year of
agargantuan transformation programme,
still wrestling with an old slow culture and
anly halfway through profound change,
this posed a huge additional challenge.
Early an, therefore, we launched our
“Never the Same Again” programme to
recognise that things would never go back
to "normal”and it was time to change for
good. We were and are determined to
ermnbrace the changes and get aheag

of them.

CHAIRMAN'’S

Probably the most profound acceleration
strategy inthe year has been the
substantial shift to online and digital.

In September, M&S Food and a selection of
clothing basics successfully launched on
the Ocado platform through our partners.
In November, we announced the creation
of M32, our integrated Cicthing & Home
online and data business, We have asa
result pivoted towards online in both sales
and management organisation tc become
abusiness selling through multiple
channels. The next stage will be to create
aseamless single face to the customer to
becorme "omni-channel”.

At the same time bringing forward
technology innovation in the store
channel has moved us to a much faster,
rmore flexible way of working, which in

turn enabled a significant reduction in the
numbers of colleagues. As & result, some
8,000 colleagues left the business, rmostly
through voluntary redundancy, in 2020.

For ail of our businesses, we believe we will
come out of the pandemic year not just
changed but stronger, and we look
forward to a resurmption of full trading
across the es{ate. Our Clothing & Home
ranges were already going through
profound change to improve style and
buy fewer products in greater depth.

The Food business, which was performing
strongly prior to Covid-19, coped well with
the headwinds caused by lockdowns, the
closure of travel locations and hospitality,
and the shift to scratch cocking.



Some pecple have commented that our
transfarmation seems "perpetual”and

| understand why they say that, but we are
addressing decades cf torpitude at a time
when the world is moaving on at an ever
faster pace. One of our valuesis “talking
straight”and we are a long, long way from
deciaring victory. Thereismore todoc

in every aspect of the business but
especially in reforming our supply chain
and modernising the legacy store estate
where the need to speed up is absolute.

Retailis at heart a people business and
tackling what is prebably the biggest
turnaround in UK retailing needs a top
team supported by an experienced

and engaged Board. We continue to
strengthen the talent in the business at all
levels and the Board hashad a busy year,
often coming together for short sharp
weekly meetings to support the executive

Keopening

Asretail across

the UK recpened,

we concentrated on
heiping customers
leck ahead to brighter
days and highlighted
our flexible, easy
shepRing experience

as events came up through the
windscreen into view. We have been
delighted to welcome Ecin Tenge as a
strong new Chief Financial Officer and
Richard Price as Managing Director of
Clothing & Home. At non-executive Board
level, Tamara Ingram and Sapna Sood
joined nearly a year agc and Evelyn
Bourke, the former Chief Executive of
BUPA, joined in February. Fiona Dawson,
Global President of Mars Food, has
recently joined the Board and she brings
extensive experience in food retailing and
transformational change. Pip McCrostie,
wha lit up our boardreom for three years
with her good humour and insight, stood
down with our heartfelt good wishes and
thanks. With great regret, we learned
shortly afterwards that she has left us.
Her contribution and what she stood for
willremain bright in cur memaory for years
tocome.

Kenewed OEH

Far everyonein our business and all our
shareholders, this year has been a year like
no other. But we are emerging stronger,
leaner andfitter. It has brought out the
best in the M&S famity of colleagues,
suppliers and customers. Many celleagues
have had to change role to put allhands to
the pump. Others have been furloughed
and come back in good heart. And some
have lost colleagues or family members
from the pandemic. It has truly been a year
of “allin it together” and we thank them all.

As ever,

Archie Norman, Chairman

Focusing on contemporary design
and customer relevancy in the wake

O’A . of the pandemic has underpinned
Pr MO’b Eng*un& our reshaped Clothing business.
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We are taking theright
actionsanda more
resilient, reshaped
M&S is emerging

from the crisis. ’,

Steve Rowe, Chief Executive

Our 2020/21 report bears the impact of the
pandemic, spanning the beginning of the
first UK-wide lockdown through to near to
the end of the third lockdown in the UK.
However, it alsoreflects an acceleration

of transformation which has enabled the
business to deliver a resitient performance
thanks to the encrmous efforts our
colleagues. Within its chapters we outline
how we have used this period to accelerate
transformation unger our Never the Same
Again programme to ensure a reshaped
business emerges from the crisis.

A RESILIENT FINANCIAL
PERFORMARNCE IN AYEAR
OF DISRUPTION

The Croup has delivered a profit before
tax and adjusting items this year of £41.6m
{19/20: 403 1m) alongside a statutory loss
of £201 2m.

Disciplined cost management has helped
us to deliver a stronger balance sheet
than first thought. In addition, reduced
discretionary costs, managed stock flow
and a focus onworking capital resulted in
net debt, excluding tease Liabilities down
£278.6m to £1.11bn and strong Liguidity.
We are grateful for total government
support of £306.1mwhich has partly
offset the effect of lost trade.

Strong underlying Food performance
M&S Food delivered strong underlying
life-for-like (LFL) growth of 6.9% adjusting
for the closure of hospitality and the
adverseimpact on franchise sales,
Operating profit before adjusting items
of £213.6m (19/20: £236.7m) reflected the
negative effects of product mix and

the impact of Covid-related costs on
convenience and hospitality businesses

04  Marks and Spencer Groupplc

The strong underlying LFL growth was
delivered in the face of further additional
headwinds, including the exposure to
office and shopping centre {ocations.
Unlike some competitors M&S Food
reported sales do not benefit froma
direct online grocery presence, with these
sales reported through Ocado Retail.

Lockdown alsoresulted in steep declines in
convenience categories, such as Food on
the move given reduced footfall and ready
meals as customers switched to home
cooking. However, the repurposing of space
towards core categories, such as grocery,
household and meat, fish and poultry,
together with the continued transformation
of our ranges and vatue position, helped to
offset the loss of convenience trade.

Qur Food business had a good Christmas
and a very strong Easter in 2021, which fell
intoweek 53 of the financial year.

The Food business incurred extra costs to
support customer and colleague safety of
£48 4m and incentives for non-furloughed
colleagues working through the pandemic
of £22.0m.Customer and colleague safety
is vitally important to us and we believe we
ran the most secure storesin the industry.
In addition £8.9m of costs were incurred as
aresult of Brexit which are set out in more
detailin the Financial Review.

Exceptional Ocado Retail contribution
toresults

QOcado Retail delivered 43.7% revenue
growth over the 52 weeks ended

28 February 2021 and contributed
ashare of net income of £78 4m.

This has been an exceptional period

for grocery online and Ocado Retal
perfermed strongly. Higher than normal
basket size and a smoothed trading profile

across the week, together with reduced
rmarketing costs, delivered a strong
improvement in prefitability. The overall
result included the Group’s share of
nsurance receipts related to business
interruption at the Andover customer
fulfilment centre ("CFC™).

The well planned switchover went smoothly
aswe took M&S Food online for the first time,
with an overall positive customer response
and the M&S share of basket exceeded the
Waitrose level prior to switchover.

Accelerated Online growth of 53.9%
partially offsetting store decline of
56.2% in Clothing & Home

The overall Clothing & Home result for the
year was heavily impacted by lockdowns,
ongoing social distancing, steep declinein
formal and occasionwear, the location of
many of our stores in towns and shopping
centres, and the pricrity to clear stock.

Asweimplemented MS2 and tock multiple
steps toimprove online operating
performance, we were able to capitalise on
the change in custormer shopping patterns
and saw a progressive increase in online sales
through the year. This was a resutt of strong
traffic, active customer growth,improving
frequency and lower returns. The business
had a good service and fulfillment
performance supported by previaus
investment in the Castle Donington
distribution centre and substantial expansion
of our fulfillment from store capability.

As reported for Food, stores in high streets, !
shopping centres and city centres created !
anextradragon sales performance, with

these channels representing c.70% of prior

vear store sales,

Within categories, casual clothing,

kids and hoeme outperformed but not
sufficiently to offset the adverse sales
mix In categories such as formal clothing
and holiday. As a result total revenue
declined 31.5%.

Clothing & Home recorded an aperating
loss befare adjusting items of £129.4m
as lower sales were only partly offset by
reduced operating costs. Losses
substantialty reduced in the second half
as the actions we took to accelerate online
growth partly compensated for losses

in store. Cverall, online had strong
profitability, with an operating margin of
c14%, for the year. Conversely, the
operating loss in stores represented a




marginon sales of .(26)%. Stringent action
toreduce or postpone orders, together
with measures to hibernate a small
amount of stock, resulted in arelatively
clean stock position by the end of the year.

Resilient International profit as a

result of franchise partnerships and
strong online growth

International sales reflected the pandemic
impact across markets, offset by the
strong switch to online, which saw sales
growth of 114.3% at constant currency.

Operating profit before adjusting items
of £45 1m reflects inlarge part the lower
Clothing & Home sales.

The International business incurred
Brexit-related costs of £6.2m in the year.

Relaunched Sparks loyalty scheme and
M8&S Bank customer offer

We relaunched the Sparks loyalty scheme
inJuly, shifting from a points-based plan
which was delivered through a physical
card to a more customer friendly digital
experience, Since relaunch tetal
membership has grown ta over 10m
custemers, Alongside Sparks we are
repcesitioning M&S Bank, closing down
branches and moving away from traditional
banking accounts, focusing instead on
credit, currency services and payments.

Balance sheet strengthened

At year end, the Croup’s net debt
excluding lease liabilities declined by
£278.6m and total net debt was down
£434 7m. Cash flow was preserved
through a combination of actions, to
improve working capital, iIncluding new
terms with suppliers, adjustment to
arrangements with landlords, reduced
discretionary costs, careful management
of capital and government support.

Curing the pericd, the business
strengthened its overall liguidity position
by reducing net debt, refinancing its
2021/22 debt maturities and managing its
standby Liquidity facility with its banks.

Adjusting items reflect cost
restructuring and the accelerated

store rotation programme

We have reported adjusting items of
£259.7m for the 53 week period. Significant
charges include £133.7mrelating to the
costs of organisational change, including
the restructuring of operations
announced in the summer of 2020 and

in the Repubilic of Ireland. We have also
provided £95.3m for accelerated
depreciation and impairment as we
increase rotation of the estate, to address
the drag of legacy stores unsuitable for
maodern trading or in declining locations.
Acharge of £79.9m has been recognised
forintangible asset impairments, offset
by a £90.8m gainlargely relating to the
release of a portion of the Covid-19
inventory provision made in the prior year.

A RESHAPED M&S EMERGING FROM
THE PANDEMIC PERIOD

Over the past three years, the objective of
the transformation has been torestore
M&S to sustainable growth through “facing
the facts’ that the business had failed to
address. From the start of the pandemic,
we recognised that it would accelerate
market trends, providing an opportunity
to bring forward the transformationto
emerge as areshaped business under our
Never the Same Again programme:

- Broadening M&S Food appeal: The Food
business is broadening its appeal through
more relevant family-focused innovation
andimproved value perception led by the
expansion of “Remarksable Value' lines.
Growth is supported by significant cost
reduction, including synergies from
growth on Gcado, systems upgradesto
reduce waste and the Vangarde supply
chain programme, which is delivering
betteravailability.

- Transition to M&S product on Ocado
Retail completed: Penetration of M&S
lines on Gcado is consistently over 25%
of Ocado Retail sales, outperforming
Waitrose. The next stage 1s to grow
capacity by ¢.50% in the next 18 months
and to realise the further potential of
the joint venture.

- Omni-channel Clothing & Home
business emerging: Substantial
reshaping has created a product
engine providing a more contemporary,
focused M&S range. In addition we are
beginning te partner with a curated
range of guest brands. This helps us
build strength in herc categories and
relevance where we are weaker. We are
already trading with over 21 partners
and the customer response has been
positive. The creation of M52 has brought
together the data and online teams to
prioritise online trading and growth while
leveraging our store estate more
effectively. M32 draws on the data engine
and the relaunched Sparks loyalty
scherne, which has grown to over 10m
members enabling a more personalised
relationship with customers.

- Accelerating rotation of the store
estate: The drag on performance of
the legacy estate has been exacerbated
by Covid-18, bringing forward the
decline of some locations but also
creating opportunities for rotation. We
are increasing the speed cf change to
create a group of well-invested full line
stores in ¢80 prime and core markets.
The costs of the rotation programme
will be largely funded by the release of
cash from the development of freehold
and long leasehold sites.

- AnInternational business focused
on major partnerships and online:
Cnline sales doubledin 2020/21 and
we are now investing inincreasingly
localised fulfilment, expanding our

presence onmarketplaces such as
Zalando and the launch of websites
including in a further 46 markets
announced in March. Digital trading
improvernents, partner store
modernisation and suppty chain
development are positioning the
business for rapid recovery as lockdowns
end. Following Brexit, the businessis
reconfiguring trading with its EU
businesses te reflect the challenges
of exporting to the EU.

BUSINESS POSITIONED WELL
FOR THE MEDIUM-TERM DESPITE
NEAR-TERM UNCERTAINTY
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Overall trading for the first six weeks of
the financial year has been ahead of the
comparable period two years agoin
2019/20 and our central case. Core Food is
in strong growth although hospitality and
franchise remain adversely affected, with
Clothing & Home sales growing since
reocpening and online remaining robust.

While encouraging, it is unclear how the
recovery will develop and if consumer
activity will sustain in Clothing & Home as
well as what the eventual pace and shape
of recoveryinhospitality and convenience
in Food will be. We have a strong
programme of capacity growth at Ocado
Retail although we expect some
normalisation of shape of week with

Drining aipp growth

With store restrictions in place, we
made sure M&S was at our custormers’
fingertips through our app. Knowing
app shoppers are among our most
engaged and valuable customers,
Sparks was relaunched in summer as a
Digital First loyalty programme, fully
incorporated into our app. New digital
servicesimproved the app further—
from Sparks Book & Shop - allowing
customers toreserve a shopping slot
at atime that suits them -to our Scan &
Shop checkout-free payment service,
enabling thern to shop direct from their
mobile, In 2020 downloads increased
by over 150% on the previcus year and
in the Autumn the M&S app topped the
Appledownload charts following the
Sparks relaunch.
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CHIEF EXECUTIVE’S STATEMENT CONTINUED

respect to its economics, The business
also continues to face headwinds with
chgoeing disruption in various International
markets, both the Clothing & Home and
Food supply chains and the costs of Brexit.

Our central case for the current year
therefore assumes a gradual return
towards more normal customer behaviour
in stores in Clothing & Home and
hospitality and franchise in Food. With
that, we are assuming the receipt of
business rates relief in line with
government guidance. Qur scenario does
not assume further lockdowns.

In this central case UK costs ncrmalise to
levels broadly consistent with 2019/20
underpinned by the benefit of the
restructuring announced last year, which will
largely offset anincrease in base pay rates,
costs related to transformation and higher
variable costs such as online fulfilment.

The business is now exposed to additional
costs following Brexit, largely due to the
administrative burden on exports of food,
particularly to theisland of lreland. This
includes additional supply chain costs at
Motherwell and Faversham depots, as well
as costs of a digital track and trace
platform, additional variable cost per tray,
veterinary certification, and costs of
change. Potential tariffs relate to duty on
exports of Clothing & Home and elements
of the Food catatogue into the EU.

The total estimated cost impacts for the
business areincluded in the Financial
Review, Around £27-33m relate to
operations on theisland of Ireland. We have
provided a range of potential tariffs
depending on the solutions implemented.
We are also working on longer term

initiatives including a review of European
business models, local sourcing and
re-routing product through European hubs.

Capital investment for the Group will
increase to similar levels to 2019/20 as we
invest in the transformation, restart a
programme of store maintenance and
accelerate rotation.

Our central case is therefore that we will
generate profit before tax and adjusting
items between £300-35Cm and our ambition
is for a further reduction in net debt

A path to a transformed business in the
medium term

As the business emerges from Covid-19, we
have an ambitious plan for future growth
with a clear path to a transformed business.

Foodis delivering growth in core
categories with larger baskets and is now
positicned to expand furtherin
convenience, build sales through targer
renewed stores and progressively improve
prefitability. In addition, Ocado Retail has
already announced plans which will
Increase peak day capacity by ¢ 50% and
has a structurally profitable long-term
model for growth.

In Clothing & Home the new buying
approach and expanded online capability
is gaining traction with customers. We
have more active online customers and
stores are positioned for recovery. We are
targeting in excess of 40% of Clothing &
Home revenue online In three years, with
an overall operating margin ahead of
2019/20 levels. International has ambitious
plans to grow online sales, working with
partners in key markets and in time to
offset the costs of Brexit.

Bringing the best tegether

M&S and Ocado

1st September marked the beginning

of the transformational partnership
between M&S and Ccado, as customers
were able to order ther favourite M&S
products online and have them delivered
as part of their weekly shop. The taunch
has brought tegether M&S' 6,000-strong
high-quality, innovative Food products
and 800 great-value everyday Clothing &
Home products, with Ocado’s award-
winning online service. Over 750 new
M&S Food products were created for the
launch to offer customers a bigger,
better range at the same cr even better
value. Ocado Retait can currently reach
over 74% of British households and

1s making significant investment to
expand capacity, which willincrease

by ¢.50% aver 18 months and much
further beyond.

06  Marks and Spencer Group plc

Capital Allocation to prioritise

the transformation

The pricrityis to fund Investment in the
transformation and to rebuild balance
sheet metrics towards levels consistent
with investment grade. Our approach
will prioritise building omni-channel
capability, including investment in the
supply chain and maintenance of the
changing estate, with an expectation of
capital investment recovering to pre-
Covid levels. As above we are seeking to
fund the costs of rotation of the store
estate with the realisation of funds from
our asset management programme.,

Aswe recover balance sheet metrics
consistent with investrent grade,
we will assess the reintroduction of
dividend payments, although as we
focus on restoring profitability this is
unlikely in the current year.

In a year like no other we have delivered a
resilient trading performance, thanks in no
small part tothe extracrdinary efforts

of our colleagues, In addition, by going
further and faster in our transformation
through the Never the Same Again
programme, we moved beyond fixing the
basics to forge areshaped M&S. With the
right tearm in place to accelerate change
inthe trading businesses and build a
trajectory for future growth, we now have
aclear line of sight on the path to make
M&S special again. The transformation
has moved to the next phase.

Steve Rowe, Chief Executive




STRATEGIC REPORT

OUR STRATEGIC PRIORITIES

The aim of our transformationis to restore the business to sustainable,
profitable growth and make M&S special once again. This objective remains
unchanged. This year,under our Never the Same Again programme, we have
accelerated the parts of our transformation necessary to increase our relevance
ina changed consumer landscape. As aresult of the action taken,

a substantially reshaped M&S is emerging from the pandemic.
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Within the chapters of this report, we set out our strategic
priorities for the year ahead, as follows:

1 2 3 4 D

|
Astrong Asuccessful  Anomni-channel  Accelerated An
Food business transition to Clothing & rotationof the  International
positioned M&S product Homebusiness  StoreEstate businessfocused
for growth on Ocado drivenby a © o2 on major
© vio Retail and re-shaped partnerships
growing product engine andonline
capacity ©s © o2
O
STEP THREE
STEP TWO MAKING
M&S SPECIAL
STEP ONE SHAPING
EIXING THE FUTURE
THE BASICS
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STRATEGIC REPORT

MARKET CONTEXT

2020/21 has been a year beyond comparison for retailers globally. The impact of
the pandemic on the sector, with three UK-wide lockdowns and restrictions on non-essential
retail around the world during most of the year, has been profocund and led to

radical shiftsin how, where and what customers shopped.

Following the first ever decline recorded
for retail salesin 2019, total retail salesin
2020 contracted a further 0.3% year on
year, the worst year on record according
to the BRC/KPMG Retail Sales Monitor.

This continued into the early months of
2021 as the impact of the UK's nationat
lockdown continued to be felt.

with online retzil sales experiencing
five years'worth of growth in just
one year, as customers across all
demographics turned to digital

In contrast, 2020 was also the year channels to make purchases.

where online shopping boomed,

FOOD

The grecery market returned
growth of 12% for the 52 weeks
ended 22 March 2021 to grow to
£137bn (Source: Kantar),

What customers bought

The mpact of lockdowns led to marked shifts in which categories customers were buying inte.
With local restrictions in place and more time spent at home, hospitality and our convenience
categories such as Food on the move and prepared meals declined Customers instead lurned
to scratch cooking, and we saw increases in our core categories such as meat, fish and poultryin
comparison Lo last year, as well as grocery and household items, with this shift best illustrated in
the tables below. The adversely impacted categories togelher accounted for around a third of
prior year sales. We reset our ranges in stores to adapt to this and played to our events strengths
across Easter and Christmas during the year in order to maintain a relevant of fer, helping to also
offset the loss of convenience trade

*% change to 19/20 % changeto19/20

Meal, lish, poultry, deli 13 Hospitality -81
Produce & ftowers 8 Foodonthe mave -47
Beers, wines, spirits 25  Bakery -7
Crocery & hausehold 27  Prepared meals -5
Frozen 36 Confectionery -4
Total 15 Total -26

Where customers shopped

Online continued 1o be the fastest growing channel in the market with 87% year on year growth
versus 5% decline in stores, as more cusiomers lurned to home deliveries as lockdowns came in
to force, resulting in declining footfallin stores particularly incity centres. Qur partnership with
Ocado launched M&S Food online for the first time in September and positioned the business
strongly for growth (as cutlined in more detail on page 14).

CLOTHING & HOME

The clothing market declined

by 20.9% year on year for the

52 weeksto 4 April 2021to 2

total value of £26 3bn (Source:
Kantar Worldpanel Fashion) as
customers restricted their
purchasing behaviours resulting in
the largest ever fall in the number
of products baught

during the year

{source: ON5).

o8 Marks and Spencer Group plc

What customers bought

Dermand across categories was polarised as customers increased time at home of f the back of
the pandemic restrictions, with declines in formal and holiday clothing, and customers instead
buying into casual clothing, kidswear and Home, with these changes in customer trends versus
last yearillustrated in the tables below. Categories in the right-hand table below accounted for
¢ 18% of prior year sales. Our Coodmaove activewear range performed strongly off the back of
this and our recent shift Lo a maore contemporary product of fering across our ranges positions
the business well as more casual trends become establushed long term

% changete 19/20 Online  Stores % changeto19/20 Online Stores
Casual 6l -56  Formal -15 -72
Kids 78 -43  Holiday -31 -72
Lingerie & men's essentials 121 -54  Shoes &accessories 3 -68
Home & beauty 30 -47  Quterwear 15 -52
Total 66 -51 Total -7 -69

Where customers shopped

Online saw a step change in growth by 56.1 percentage points to account for 58 9% share of
total clothing sales across the market vs 29.9% last year, and supermarkets continued to make
headway through stores growing share by 13 2 percentage points on Last year to account for

26 8% of store sales The actions we took to improve M&S com under cur Never the Same Again
programme, alongside the launch of MS2 this year, helped us capture increased online demand
from customers with our reshaped business set 1o enable maore customers to shop with ease
across all channels (as detailed on page 20)



BUSINESS MODEL

We operate a family of accountable businesses of Food, Clothing & Home,
International, Services,and Property, and the strength and balance of our
combined business model has been a source of resilience during the pandemic.

OUR CUSTOMERS

STRATEGIC REPORT

A FAMILY OF ACCOUNTABLE BUSINESSES

M&S serves nearly 30 millicn

customers every year from across

the UK. Cur Food, Clothing & Home
and other retail businesses are focused
on developing products and services to
make us more relevant, more often to our
customers and beyond, who we reach
through a channel network of 1,509 stores
and online services in the UK and across
aver 100 international markets.

OUR COLLEAGUES

We employ ¢.70,000 colleagues

across our stores, support centres,

logistics operations and
international teams, who demonstrate
extraordinary passion for the business,
deliver outstanding customer service
and bring extensive technical skills and
expertise in areas such as scurcing,
fit and product development.

M&S cperates a family of parallel
businesses, each led by its own integrated
management team, with functional
accountability for their divisions, including
marketing, supply chainand finance.

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

THE GROUP

Our central team includes Group
Finance, Corporate Governance,
Strategy and support functions such as
Communications and Human Resources.
The Croup supports the business asa
whole, setting direction of its growth
strategy, allocation of capital and
overseeing cost efficiencies.
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Food: M&S Food sells sustainably
sourced products of exceptional
quality and value through five main
categories: protein, deliand dairy,
produce; ambient and in-stare
bakery; meals, dessert and frozen;
hospitality and Food on the move.

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

and Home.

International: M&S exports the best
of M&S Food and Clolhing & Home
around the warld in selected target
markets. Customers purchase cur
products through a neiwork of
mainly partner-led businesses or
through ontine-only channels
Services: Through M&S Bank
{operated by HSBC), we provide a
range of financial services -~ with a
focus on credit card and payment
solutions that create a rewarding
shopping experience M&S Energy
is acompetitive fully renewable
energy source provider (operated
by Octopus)

Property: We have an active
Property Development team to
maximise the value of our property
assets through investment and
developrment opportunities.

OCADO

M&S holds a 50% investment in

QOcado Retail, a relationship

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

MS2

MS2 brings together cur data

and online teams to invert the

conventional model where M&S.com
had beenrun as an extension of the stores
business and take advantage of the online
growth opportunity.

Annual Report & Financial Statements 2021 09
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— FOOD —

Financial highlights

£213.6m™™

Operating profit before

Marks and Spencer Group plc

£6.0bn "~

UK Food revenue

adjustingitems

akel bresh

Our FreshMarket Update campaign
celebrated the efforts our Select Farm
partners—including Scottish satmon farmer
Sarah Last (pictured) - take to bring M&S
customers great value, sustainable food.

By building long-term trusted partnerships
with our suppliers, we deliver exceptional-
quality fresh produce and meat




PERFORMANCE

The action taken over the last two and a
hatf years to broaden the appeal of M&S
Food meant we entered the crisis with
momentum, growing ahead of the market
and with the reshaping of the business
wetl under way. However, our strong
market position in convenience
categories and hospitality, and
substantial presencein city centre, travel
and shopping centre locations meant
the business was impacted by recurring
Covid-19 restrictions as shopping habits
changed. With “stay at home” ordersin
place, there was a shift away from these
farmats to larger out-of-town retail parks,
meaning we saw more customers doing
fewer, but fuller shops at M&S. Lockdown
conditions saw customers switch from
popular convenience ranges, such as
ready meals and Food on the move, and
enjoy more scratch cocking at home.

In the face of these Covid-19 headwinds,
M&S Food delivered a strong underlying
performance, with LFL growth of 6.9%
when adjusted for the closure of
hospitality and the adverse impact on our
travel franchise business. OQur cperating
profit before adjusting items of £213.6m
reflects the negative impact on our
product mix alongside the suspension of
hospitality and the Covid-related costs
to secure our operations, only partially
offset by cost saving programmes and
government support, as our colleagues
worked hard to play their part in feeding
the nation throughout the pandemic.

The good underlying LFL growth was
deliveredinthe tace ot further additional
headwinds, including the exposure to
office and shopping centre locations.
Unlike some competitors, M&S Food
reported sales do not benefit from a
direct online graocery presence, with
online sales of M&S product instead
reported through Ocado Retail.

The strong growth and exceptional
contribution made by Ocado Retailin
the first full year of cur partnership is
setcut on page 14.

The resilient perforrmance is a result

of the progress made against our
tronsformation plan during and prior
to the pandemic coupled with the
incredible efforts of our colleagues and
trusted supplier partners to respond
swiftly to custcrmers’ changing needs
and behaviours.

As customers shifted away from
convenience, we dedicated more space
towards the core grocery products our
customers were now searching for,
resulting in sales increases on last year.

This action, combined with the significant
overhaul of our ranges and value position

already intrain, progressively offset the
loss of convenience trade.

Inthe absence of a direct online grocery
offer, the team responded quickly to
make our ranges maore accessible to
shielding customers through temporary
partnerships with delivery firms and
added capacity and newranges such as
two ambient essentials boxes to our
gifting on M&S.com in response to
sustained demand.

Like-for-like sales

Like-for-like sales performance improved
inLthe face of Covid-19 headwinds.

+1.3%

19/2C +1.9%
20/21| N.3%

Availability

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

95 . 5% (19/20:93.3%)

. These figures are reported an a 52-week basis

STRATEGIC KEY PERFORMANCE INDICATORS .

Quality perception

The preportion of customers who rated

us highly on quality. Cur food strategy of
“protect the magic” includes maintaining the
quality our food products are famousfor

88% (19/20: 86%)

Value for money perception

The propartion of customers who raled us
highly on value for money. Our relaunched
Remarksable range of trusted value,
high-quality products now accounts
for10% of sales.

67%(19/20: 63%)

Dine-ing

Special event ranges offered
our custamers the chanceto
celebrate in style while
staying at home. Our special
Valenting's Day DineIn
featured the Love Linguine
and heart-shaped Churros.
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Trick or treats

Identif ying opportunities and
trading hard in smaller events,
including Halloween, drove a
strong performance in our
Food business.

Annual Report & Financial Statements 2021 n



FOOD
CONTINUED

As customers celebrated events at home,
we played to our strengths in special

occasions. We had agood Christmasand e
very strong Easter, which fell into the 53rd
week of the year. Alongside award-winning

great-value seasonal ranges, we offered
more relevant innovation — making our
special event ranges more accessible,
such as extending Plant Kitchen, and
intreducing 30 products at Christmas
which drove sales up 55% on the previous
year. We also identified opportunities in
smaller events, including Halloween and
Burns Night, where we have historically
under-traded and delivered 22% sales
growth on last year in stores.

As families spent more time together,

we provided more reasons to shop at M&S

with the relaunch of the popular Dinein,
including a family of four offer for £15.
The new family offer is rotated with a
different monthly theme, such as Italian,
providing a great platform to show

our new innovations and larger family
pack sizes.

Kemarksable
Vadue

In August 2020, we relaunched our
Remarksable Range - as a way of talking
to customers about trusted value,

with a promise te never compromise
our quality or sourcing standards.

Qur TV campaign aimed to shift the
dial on value perception, by reassuring
custormers they can shop with us for
those everyday essentials foundin
their fridge, freezer and cupboards -
showcasing products such as our sliced

bread with added fibre and vitamin D far

65p and RSPCA assured milk for 85p.
Our Remarksable Value offer now
consists of over 340 products and
accounts for ¢ 10% of volumes

12 Marks and Spencer Group ple

STRATEGIC REPORT

A RESHAPED M&S FOOD:
REPOSITIONED FOR GROWTH
WITH GCADC

The objective for Food is to ‘protect the
magic’ by investing in cur unigue focus
onown-brand innovation and fresh,
easy-to-cock food and growing through
larger, more inspirational stores while
rmodernising the cost base and supply
chain. With strong customer perceptions
on quality and a reputation for innovation
and trust, yet a small market share,

the business has a substantial

growth opportunity.

- Protecting the ‘magic’ of our
innovation: The M&S Food rangeis
built on deep supplier relationships
and strong product knowledge to
drive a high level of innovation. Over
the past year, we created over 1,500
new lines to broadening appeal, in
healthy and family product. To help
deliver next-generation ideas,
a"Food Innovation Hub" has been
established, bringing together
packaging, product innovation and
nutrition in areas such as plant-based
protein and sustainable packaging.

- Delivering better value: The aim for
M&S Food s to be always great value,
with better quality and ingredient
content mare than compensating for
any difference in price. We have
extended our position on trusted
value ted by the expanded range of
Remarksable Value staple linesatan
everyday low price (see below). This has
supported a further improvement in
vatue perception, which is now at its
strongest levelin almost three years.

- Larger and more inspirational stores:

Food renewal aims to create larger
stores with the efficiency of a
supermarket and the “soul of a fresh
food market” and has now been
implemented in 15 stores with current
year openings and renewals raising the
total to around 40.As an cwn-brand
retailer, our product range needs to be
front and centre, so customers can see
the breadth of our offer in terms of
freshness and value, but this needs to
be backed with efficient operations, and
this is part of the test and learn pilot
process. These stores offer anincreased
focus on produce, ambient, grocery and
frozenin an inspiring enviranment. The
initial trial stores outside Covid-affected
city centres grew sales 15% last year.

Moving to digital marketing and sales:
Food marketing has shifted focusin

the last two years, away from
conventional promotional activity
towards high-impact brand-building
prograrmmes and increased social
media engagement. Thishelps create a
new “shop window” te the brand, which
canreach new audiences. As a result,
while we have reduced marketing spend
and promotional activity is down
substantially, the share of spend on
social media and digital marketing
increased by ¢.35% on the pricr year.
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Kenewad stores

Our renewal store format, as seen
here in Hedge End, puts our fantastic
own-brand product range centre
stage and offers customersa
contemporary shopping experience.

— Food on the move: Despite the impact
in office locations during Covid, we
expect our sales in Food onthe move
to recover over time with further
opportunities for growth through new
channels to market. In addition, the M&S
café offer has now been refreshed and
simplified and this year willimplement
modern quick to serve menus, which are
lower touch to prepare.

- Upgraded systems: High waste and
low availability in sorme instances reflect
a cumbersome and under-invested
supply chain and high touch forecasting
and range management systems.
We are now commencing a programme
to upgrade core systems to reduce
manual interventions and improve
efficiency. Most importantly, we are
updating forecasting and ordering
technology with an objective of
reducing waste by more than 10%.
In addition, we are replacing the
space and range and display systern,
improving the tailoring of ranges
to store.

— Rolling out supply chain
improvements: The Vangarde
prograrmime is now operating in ¢ 350
stores served by five depots, with sales
uplifts from the first depot at over 3%,
compared with control stores, partly as
a result of improved availability, We will
ke rolling this out to the full estate over
the rest of this year.

- Anewambient distribution centre:
To support growth of ambient ranges
and enable customerstodo afuller
shop, we made a further investment
in supply chain capacity, opening a
depotin Milton Keynes. This enabled
growth of 13% in ambient sales cver the
Christmas peak, with the next phase of
capacity planned for 2021/22.

— Lower cost to operate: We have now
delivered over £180m of cost of goods
savings over the past two years to help
mitigate inflation and enable the
investment in trusted value. This
includes cptimising velume with
strategic suppliers, reducing packaging
costs and re-specifying ingredients.

LOOK AHEAD

M&S Food is well positioned to recover
momentumn, especially as the travei,
hospitality and the convenience sectors
begin to return. Our commitment to
‘orotect the magic’and modernise the rest
- coupled with the accelerated actions
taken under the Never the Same Again
programme - mean M&S Food s set up
for the future.

Annual Report & Financial Statements 2021 13
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STRATEGIC REPORT

PERFORMANCE

Over the 52 weeks ended 28th February
2021, Ocado Retail delivered 43.7%
revenue growth and contributed a share
of netincome of £78.4m.

This financial year reflects a truly
extraordinary period for the online
grocery market, and Qcado Retait
performed strongly. Higher than normal
basket size and a smoothed trading profile
across the week, together with reduced
marketing costs, delivered a strong
improvement in profitability. The result
included insurance receipts related te
business interruption at the Andover
customer fulfitment centre (*CFC™.

Within the year, September marked a
milestone in our transformation, as the
M&S Food range was made available
online for the first time. The launch has
brought together M&S market-leading
guality food and Ocado’s award-winning
service and given us a new platform to
demanstrate the breadth and value of
our range to new family customers and
leverage cur buying scale, through
volume growth.

Ahead of the launch, the two businesses
spent 12 months working closely together
inpreparation, resulting in a seamless
switchover. M&S Food worked clasely with

Ccado Retail to create a "one business”
mentality, setting commaon cperating
precedures and business plans, and
sharing talent. Ocado custormers were
introduced to a bigger, better range at
even better value as M&S rmatched and
improved on the approximately 4,000
Waitrose products with an extended range
of M&S products (see opposite). Over
6,000 M&S Foad lines and over 800
Clothing & Horme lines launched on

1st Septermber 2020 - including school
uniform and other quality staples.

The customer response has been positive
and M&S ranges consistently account for
over €.25% of the average Ocado basket
and around half of Ocado fresh category
sales. The most popular products reflect
ourinvestment in everyday value and
broader range, with our Remarksable
Valuerange staples like super soft bread
and British semi-skimred milk topping
customers’ shopping lists.

The partnership supparts cur cost saving
programme and the increased volumes
sold through the Ocado switchover,
generating over £20m of synergies
inthe year.




OCADO RETAIL BRINGING
MULTI-CHANNEL TO M&S FOOD

The investment in 50% of Ocado Retail
Limited ("ORL"), combined with the
successful switchover to M&S own brand
positions the business for a multi-channel
offer working closely with our Ocado
Croup partners. The next stage is to
aggressively grow capacity and to create
further opportunities for both joint
vepture partpers.

We nave begun to explore opportunities
for further collaboration across new
wuduct develupmenl, data and

joint sourcing.

QOver the next 18 months, Ocado Retailis
investing in ¢.50% increase in peak

day capacity, which will help meet
unfulfilled demand. In March this year, a
new mini CFC was opened in Bristol and
Ocado Retail witl also opentwo larger
CFCsin Purfleet and Andover later in the
year. These CFCs alone will provide an
aventual 40% increase in sales capacity
at full utilisation.

Further investments to increase the
reach of the business into parts of the

UK that Ocade Retail does not currently
serve fully are likely in the months ahead.
'n addition, it plans to open more

than 12 Zoom sites expanding its
immediacy proposition across London
and major UK cities.

We have a strong prograrmme of capacity
growth at Ocadc Retail although we
expect some normalisation of shape of
week with respect toits econocmics.

Inaddition, Ocado Retail has already
announced plans which willincrease peak
day capacity and has a structurally
profitable long-term maodel for growth.
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M&S and Ocado: Bringing the best together

Last summer, we officially
welcomed Ocado into the
M&S family. Our aim was tc
create the UK's best online
grocer by bringing the best
together: Ocado’s market
leading service with our
delicious quality food range.

While the launch marked the
beginning of our long term
partnership, it was also

an opportunity to show
customers the fulirange of
ME&S products so they can
see that we are sericus about
value whilst still maintaining

than they think.

our high standards.

Exceptional growth

Asmore families shop for
M&S preducts online and
reappraise our range, they
will find that delicious, great
quality M&S Food costs less

Penetration of M&S products on Ocado

Revenue growth over the 52 weeks ended 28 February 2021

43.7%

Share of net incame

£78.4m

36%

34%

32%

0%

28%

26%

24%

Sept Qct
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STRATEGIC REPORT

CLOTHING
& HOME

PERFORMANCE

Inrecent years before the impact of the
pandemic, we had set out a pathway to
reversing the decline of our Clothing &
Home (C&H) business. We set out to build a
confident Clothing business which would
offer modern, contemporary stylish
products of great guality and value.

But to achieve this, we needed to:

- Restore our style and value credentials
and broaden our appeal.

- Reduce ourrange and option counts.

~ Back cur bestsellers and increase
high-volume wardrobe staples in our
rnarket-leading categories.

- Modernise our end-to-end supply chain.

- Build to one-third of sales online
by 2022.

Going into Covid-19, we were seeing the
early green shoots of work done to reset
categories. However, the impact of
Covid-19 across the total market has been
profound, which is best illustrated inthe
decline in customer spend (with 590m
fewer items purchased in 2019 vs 2020).
As reported at the half year, the
dependence on stores in high streets,
shopping centres and city centres created
an extra drag on store sales performance,
and many custamers shifted their spend
online instead. This store location
headwind was combined with an adverse
move in sales mix towards casual clothing
and away from formal and occasion wear,
markets in which M&S has strong shares.
Kids and Home outperformed but not
sufficiently to offset the dermnand mix.

In response to the initial impact of
Covid-19, the team took swift and
decisive action to mitigate the immediate
effect on thebusiness and adapt to the
longer-termimpacts:

- Sold through and managed excess
stock: Stringent action to reduce or
postpone orders together with
measures to hibernate a small amount
of stock after strong sell-through rates
resulted in a relatively clean stock
position by the end of the year.

— Adapted our services and space:
Took action to accelerate online growth
and adapted to the on-off restrictions
across the UK ensuring that our clothing
space and services traded inline with
government guidance and enabled our
customers to shop with confidence.

- Responded to pandemic-driven
product choices: Boosted our product
offer and quickly responded to
changing custcmer trends by working
collaboratively with our sourcing offices
and suppliers. By improving efficiency
and reducing duplication of work we
were able to turn around products like
our ‘casual comforts range from Turkey
1N 12 weeks.

The C&H result for the yearis a reflection
of this, with lockdowns, sharp changesin
trends and purchasing behaviours, and
our priority of clearing stock; partially
offset by very strong growth in cur online
business of 53.9%.

Losses substantially reducedin the
second half as the actions we took to
accelerate online growth partly
compensated for losses in store. Overall,
ontine had strong prefitability, with an
operating margin of ¢.14%, for the year.

As aresult, total revenue declined
31.5% and we recorded an operating
loss before adjusting items of £129.4m
(19420 Profit of £223.5m).

Financial highlights

£2.2bn™""

UK Clothing & Home revenue

£(129.49m "™

Operatingloss before
adjusting items

Marks and Spencer Group plc



Brands at MES

We've adapted our Clothing
business to be more relevant
more often te customers,

by unveiling our Brands at
M&S offer. Itincludes exclusive
collabarations from
contemporary womenswear
brands Chost {pictured),
Finery and other adjacent
Lthird party brands

M&S XGHOST
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CLOTHING
& HOME
CONTINUED

Aulegraph

Our in-house brands,
including Autograph,
PerUna and activewear
range CGoodmove,
offer gur customers
unbeatable everyday
siyle and value.

STRATEGIC REPORT

A RESHAPED AND INCREASINGLY
OMNI-CHANNEL CLOTHING &
HOME BUSINESS

Our objectiveis to deliver an omni-
channel Clothing & Home businessin

the UK, backed by exceptional data

and highly personalised customer
relationships. Allchannels willbe driven
by a‘product engine’ providing a more
contemporary focused M&S range bought
in greater depth alongside a famnity of
internal and external partner brands with
distinctive appeal to our customers

A strengthened Clothing & Home
‘product engine M&S own-brand
product, with contemporary design and
sustainable sourcing, is our competitive
advantage. Over the last three years,

we have substantially reshaped our
ranges, reducing option count, increasing
depth of buy on core lines - we have made
the big, bigger - such as our denim
business which continues to go from
strength to strength. By Autumn 2021
total ocption count is expected to be
c.25% lower than 2018 with the team
implementing new range management
tools to maximise rate of sale of each
option. We continue to focus on relevancy
by responding to customer trends. For
example the launch of the Goodmaove
activewear range in January 2020
delivered an exceptional performance
over the past year (+40%) and a number
one market share in full-price salesinits
category. As a result of the work done,

we have seen improvements in customer
perceptions of style incorporating more
contemparary fit and styling.

STRATECGIC KEY PERFORMANCE INDICATORS .

Like-for-like sales

Like-for-Uke sales reflect the impact on
store sales of lockdowns and restrictions
throughout the year However, performance
improved through the year as the online
business built momentum

—2(().8% -6.2% _ 16/20
29.8% 20/2}

Value for money perception

The proportion of customers who rated
us highly on value for money We are
acceteraling our move towards trusted
vaiue for customers

64% (19/20: 67%)

. Theszefigures arereported ona 52-week basis

Quality perception

The proportion of customers who rated

us highly on guality Our reshaped Clothing
&Home product engine is providing a more
contemperary focused M&S range

80%(19/20; 79%)

Clothing & Home space

We are focused on accelerating the reshape
of our store estate for customers.

=g {)
-0.5%
19/20 104msqft
20/21 10.3m s5q ft
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Launched MS2; !In November, we
announced the launch of MS2 which has
brought together our digital, data and
online teams to shift the focus of the
business from a conventional model
wheare M&S.com was run as an extension
of stores, to prioritising online first.

The actions taken alongside therisein
customers looking to shop online through
the pandemic resulted in a strong online
performance, as outlined in more detail
over the next page. We also looked to
drive the relevance of M&S by giving our
customers more reasons to shop on
M&S.com through the launch of a
curated range of complementary
third-party brands on our website for
the first time, as seen here in our case
study opposite.

Distribution networks to support

online demand: We had already invested
to simplify our distribution network and
grow capacity at Castle Donington. As
customer demand spiked, we supported
this by permanently increasing our
colleague numbers from the summer, as
well by recruiting for peak with anincrease
of 1,000 colleagues for Christrmas 2020 vs
Christmas 2019. We also grew our in-store
pick operation from .80 stores to over
200 stores at our peak, and permanently
expanded our Bradford distribution centre
to support increased online demand,
underpinned by cost-efficient automation
across the site, helping to boost efficient
and dispatch capacity. This will enakle us
to postpone the investment in a new
fulfillment centre for 2-3 years.

LOOK AHEAD

Our Clothing business is well placed as we
start to emerge from the pandemic,in
part due to the strong steps taken under
Never the Same Again to revitalise our
Clothing & Home preduct cffering.

Over the last three years, huge strides
have been made in reshaping the ranges
around new trading principles, most
notably to buy fewer linesin greater depth
from fewer strategic suppliers. The extent
of the shiftinrange has been cbscured

by Covid-19 and the retated trading
turmoil but we believe there is a marked
underlying improvement in style, shape of
buy, and value, which combined with our
expanded online capabilities is heloing to
broaden our appeal.



Following an initial phase of wardrcbe
replenishment later this year, we expect
there to be a permanent shift in demand,
including a reduction in formalwear

and tailoring.

With that, we have shifted to focus on
growth categories, such as the ‘new’ office
wear, kids, casualranges and the
GCoodmove activewear range.

The emergence of platforms and the
increasing cost of online customer
acquisition for smaller retailers creates

an opportunity for M8S to leverage its
crastomer base, infrastructure and Sparks
to partner with guest brands on the M&S
platform. We can offer time-pressured
customers a curated group of value for
money, contemparary, stylish brands with
sustainability credentials.

This work is being led by a stronger team
under Richard Price, New additions include
Heidi Woodhouse (joined in July to run
Home) and Fiona Lambert (joinad in
February as MD of Jaeger). Anna
Braithwaite will join shartly 25 Director

of Marketing, with changing brand
perception animportant part of setting
ourselves up for the future with energy,
canfidence and style.

Kidswear

Kids' casualranges are
one of the growth
categories we're pivoting
our ranges ta focuson
as clathing trends shift
post-pandemic

Seasall

Womenswear brand
Seasalt was one of the
first wave of guest
brands to launch online
at M&S.comin spring
2021, alongside Hobbs,
Joules, Sosandarand
White Stuff.

Brands at MES

Last year, we announced we would add
complementary and curated quest
brands to M&S.com for the first time,
offering our customers more reasons to
browse and buy on the platform. Our
first brand, Nocbody's Child, launched in
October and the sustainably minded
offer has stretched appeal with nearly
10% of purchasers new to M&S
Womenswear. To date, we have launched
21 brands under owned, wholesale,
consignment or cotlaboration models -
such as our three drops of the exclusive
Chost x M&S range. Popular brands have
included Elle Junior for Kidswear and
Seasalt Cornwall and Sosander for
Womenswear. These brands complement
our own ranges and in-house brands
{Autograph, Goodmove & Per Una), with
each brand offering a curated range for
M&S com. Initial results from the brands
launched have been encouraging; for
instance, theteop 1Clinesinthe dress
cellaboration with Finery sold strongly
after just one week of trading.
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As part of our brand strategy, in January
we purchased much-loved heritage
brand Jaeger for £6m and work is now
well under way to reimagine the brand.
We have made product we purchased
from the sale of Jaeger available to buy
on M&S.com and in selected outlet
stores —the first capsule collection under
the new in-house team will be available
from Autumn/Winter 2021. The team is
focused on protecting the independence
and heritage of the brand for customers
by creating product that is unigue,
stylish and has tangible quality, and
leveraging M&S's reach, infrastructure
and scale to achieve efficiencies.
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MS2

STRATEGIC REPORT

PRIVING CMNI-CHANNEL GROWTH

At our Half Year Results, we announced
the creation of MS2 to prioritise online
growth, bringing together our data and

online tearmns.

Growth in the past year means Clothing &
Home now has a base of over 9m active
online customers making it one of the
largest platforms in the UK. With that,

we have an objective to achieve in excess
of 40% of Clothing & Home revenue
through MS2 in three years time.

The MS2 plan focuses on three

core objectives:

Improving the online offer: Cur prionty
is to increase availability in the online
channel from historic levels of 80%in
recent years introducing additional ontine
only ranges, recognising the dif ferent rate
of sale across channels, trialling "test and
repeat” products. Given that around
one-third of the M&S rangeis year-round
product, we will also expand bestseller
and never out of stock programmes.

Combined with a curated range of
third-party brands, we expect a
substantial improvement in the online
offer in the coming year.

Creating a digital-led customer
experience: Recognising that a mobile-led
customer experience is central to online
SUCCesS, we have increased investment in
optimising the site for mobile and growing
the M&S app, which generated over 3.5m
downloads last year as we relaunched
Sparks. In addition, within the app we have
built digital services such as scan and
shop to pay by phone and video-powered
retail services such as bra fit, beauty and
furniture sales.

To support the programmes of change
and deliver rewarding and convenient
experiences with M&S for customers,
M&S Bank, which is hosted by HSBC,
announced the transformation of its
product and service offering tocreate a
digitally enabled and unigquely rewarding
shopping and payment experience for
M&S customers.

Relaunching our Sparks loyalty programme

Creating o digitad

expenience

The M&S ambition for
Sparksis to build the UK’s
leading retail loyalty scheme
to supportincreased
customer frequency and
spend. InJuly, we relaunched
the programme shifting from
a points-based plan which
was largely delivered through
a physical card, to a digital
experience enhanced with
online services such as

‘Book & Shop’ Since relaunch,
total membership has grown
to over 10m customers, of
which the majority are active.

The relaunched Sparks
enables M&S to build on
recent investment in data
science tocreate amore
personalised relationship
with members as opposed
to the traditional model of
targeted promotions.

Marks and Spencer Group ple

The purposeis not to drive
often unwanted promotions
to large groups of customers
but to make their shopping
easier by reflecting their
personal requirements in
the products and sizes we
offer, whenand where they
need them.

The relaunch has also
helped drive 3.5rm M&S app
downloads, with M&S topping
the Apple download chartsin
the autumn. Not only are app
customers typically nghest
spending, but the appis also
the most cost-effective route
to market for M&S.comas it
reduces spend on search and
third-party marketing.

Driving greater engagement through our app
Weekly average app downloads (k)

350
3c0o
250

0 46k/wk

=0 Average

100
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Due to launch in the summer, this will
include a new reward credit card offering
and a digital paymenit solution for M&S’
growing Sparks custamer base. This
repositioning will offer customers a
nurmber of new ways to pay, while
delivering personalised and rewarding
experiences with M&3 at the same time.

Maximising M&S’s omni-channel
advantage: Unlike pure play retailers,
M&S has an advantageinits store

network which provides an opportunity
forrapid collection and returns and drives
incrementalin-store sales. (nvestment in
Caslle Dormnglun, eapansion of uun site
at Bradford and the repurposing of the
Thorncliffe warehouse means that M&S
has sufficient capacity for online deliveries
forthe next 2-3 years,

Building on the success of cur “buy cnline
ship from store” (BOSS) for fulfilment from
store stock, we are investing in technology
improvements to enable a low-cost rapid
click and collect offer from stare stock
within hours. In addition as part of the
omni-channet strategy, we have launched
five "10x" stores. In these stores, we are
targeting a substantial increase in the use
of digital services, such as contactless
click and collect and returns and digital
payment and specific benefits for

Sparks members.

Through MS2 and the outlined
programmes of change, M&S is enabling
more customers to shap their way,
following the radical shift in purchasing
behavicurs seen inthe last year, and is well
positioned for further online growth as a
result. Given this, we are targeting in
excess of 40% of Clothing & Home

revenue online in three years.

M52

The creation of the MS2 division
brings together our data and
online teams to focus on creating
a best-in-class online offer.
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Strategic Key Performance Indicators

50.5% (19/20: 22.5%)

Percentage of UK Clothing &
Home sales online

13. 5m +40% 51 (19/20: 57)

Traffic (visits per week) MES.com net promoter score'

11 Net promoter score(NPS) equals porggrt ot fpsaRF S RAIRLRICSARERIR 2021 23
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STRATEGIC REPORT

INTERNATIONAL

Qur International business is doubling down on digital growth by modernising our
operations, digitising our support for partners, and driving growth online through MS2.

Highlights

I -59.3% (19/20: 85) (19/20: 44)
£45.1m 85 103
Operating profit before Net promoter score International websites

adjusting items
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PERFORMANCE

Previously, we have outlined the decisive
actions our International business has taken
toreshapeitself: exiting loss-making
markets, working with and supporting
select partnersin large markets with growth
opportunities, and building our online
international sales channals for customers.

After the initial onset of the pandemicin
the final months of our 2016/20 financial
year, last year we outlined the first actions
taken which would be the basis for the
year ahead in responding to the pandemic
including: flexing our support for partners,
optimising online channels and relevant
product for custemers ana upskilling
colleagues where needed. This resulted in:

- Anongeing flexible support model for
partnersin key markets—with key examples
including partners having the facility to catl
off stock regularty rather than receiving
infrequent shipments, or buy the relevant
preduct for their custemers through our
remate buying fairs.

- Expanding our dedicated internaticnat
e-commerce ptatform resulting in one
adaptable website which we can locatise
and tailor to different markets and
make it relevant and compelling for
local customers.

Overall, Internaticnal sales for the year
reflected the pandemicimpact and local
restrictions across our owned and partner
markets, offset by the strong switch to
online sales from customers,

Clothing & Home sales declined 21.6% at
constant currency, largely driven by lower
store sales in the Republic of lreland and
working with partners to manage the
effects of the pandemicin their markets
partly offset by online sales which more
than deoubled.

Food sales were more resitient, particularly
inthe Middle East and Asia as Covid-19
disruption changed customer demand to
favour eating in. This helped to offset a
weaker performance in travel franchise
sales in Europe and disruption from Brexit
in quarter four.

Operating profit before adjusting items of
£45m reflectsin large part the lower
Clothing & Home sales.

As outlined in the Chief Executive's
staterment, our International business
incurred Brexit-related costs of £6.2m
inthe year.

International business focused on
major partnerships and online

The International business has the
objectives of delivering market-relevant
product, great digital service for our
partners and driving growth anline
through MS2.

Based on the strong online performance
this year, we have an ambition to more
than double Internaticnal online retail
sales. This will be delivered by investing in
digital marketing, exppanding our presence
on major marketplaces such as Zalando,
and entering into new markets such asthe
46 countries announced in March. As the
business scales up, we expect to build
local warehouse and fulfillment capacity
to drive more rapid customer service and
to lower costs.

We are also modernising operations and
digitising our trading interface for
parlners. This includes:

- Launching a fully “digital showroom”.
This transforms partners' abkility to
create curated ranges relevant to their
markets and plan floors, windows and
campaign without the cumbersome and
costly buying fairs previously held.

— Driving faster rotation of the store
estate with new digitally enabied stores.
This includes a first 10x trial, offering
partners omni-channelinnovations
such as fitting room assistance,
self-checkout and GR codes tc access
online ranges.

- Creating a UK hub for export at Hemel
Hempstead. This avoids the need for
Internaticnal stock to enter the UK
network where it is broken down for
needless storage and keeps product
consolidated for onward shipment. In
addition, partners can continue to
call off steck regularly and have
flexibility in receiving shipments.

E){pa/na{i/ng/ our
internationad
online business

As part of our focus Lo turbocharge our
online business under our Never the Same
Again pragramme, in March this year we
launched 46 international flagship websites
in new markets, instantty expanding our
online reach to over 100 countries and
enabling millions more customers to
purchase M&S products online

LOOK AHEAD

Alongside the continuing uncertainty
around the impact of the pandemic cnall
our International markets and our cngoing
respanse, Brexit will be a major focus for
the business.

The full cost implications are outlined

in the Financial Review, but for our
International business the most
challenging effect of the Brexit dealis to
make the supply of fresh and chilled
product, especially prepared foed, into
the EU very lengthy and bureaucratic
creating an enduring impact on
availability and trading costs.
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This situation is unlikely to improve in
the near term and we therefore need
toreconfigure trading with our

EU businesses.

The most significant impactis on our
Food operations in the island of Ireland
and we are implermenting multiple
medium-term sclutions to stabilise the
business both in the North and the
Republic. We have already modified food
exportinto the Czech Republic and are
working with our partners inFrance to
review the model.

While these operations are relatively
small in the context of the Croup, changes
to our EU businesses as a result of Brexit
related costs may result in future
restructuring charges.
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PERFORMANCE

Prior to the pandemic, we had outlined
the challenges we faced with an
underinvested and ageing store estate,
which needed to be modernised to be fit
for the future through:

~ Astorerctation prograrmme.

~ Redeveloping sites to untock additional
value and make the most of our space
across the estate,

~ Trialling new store formats.

Last year, in the face of the initial impact
of Covid-19, we made it clear that
establishing a store estate that coutd
support the rapidly changing behaviours
of our customers in terms of how and
where they were chocsing to shop was a
key part of our transformation.

Since then, we have seen that a continued
headwind ta M&S brand perception ard
performance continues to be the legacy
estate of full-line stores (selling both
Clothing & Home and Food), oftenin
declining locations or centres, with
inefficient space which is difficult to
shop and costly to replenish. We have
clesed orrelocated 59 futl-line stores
overall, 16 Food stores and 8 outlets

but the effect of the pandemic means
we can move faster.

There has rarely been a better time to
acquire new replacement space on good
terms and we have approved 17 new or
expanded full-line stores to open over
the next two years, including a number
of Debenhams stores, with the pipeline
continuing tc grow.

STRATEGIC REPORT

While long leases have historicalty
constrained our ability to rotate, we plan
tolargely fund the future closure costs
through the redeveloprment of freehold
and long leasehold properties.

ACCELERATING ROTATION OF
THE STORE ESTATE

M&S had 254 full-line stores at year end.
While practically all Clothing & Home
departmentsin these stores contribute
positive cash, anumber are in long-term
decline, struggle to cover their allocated
central costs as a percentage of sales and
cannot justify future investment.

Qur objective for the full-line estate s to
achieve a fully modernised core of 180
stores. Qur current hest view of the future,
based on stress tests, regional modelling,
and current retail and efficiency
requirements, is as follows.

- Around 100 stores in prime retail
markets growing from the current
base of ¢.80. In these markets we will
invest inrenewal, redevelopment or
replacement of existing stores.

- Around 80 stores in core markets,
growing from the current base of
.65 stores through investments such
as the relocation of high street units
toretail parks.

- Inc.110 remaining, locations we will
rotate the estate. This will mean either
relocating to a Food only store or
another full-line store as above, or
consolidating multiple storesinto one.
In around 30 locations which can no
longer support a store we will close,
recapturing trade in nearby stores
or online.

The overall benefit of well-lccated space
isillustrated by the profitability metrics of
each group shown right. The average
Clothing & Home cash contribution
margin in 2013/20 of prime leasehold
stores was 25% of sales or £3.0m per store.
This represents a higher percentage
margin and more than 3x the average
cash contribution per store of those out
of which we plan to rotate.

STORE ESTATE

We're pressing fast forward on our plans to fully modernise our store estate
and ensure our bricks-and-mortar presenceis fighting fit for the future.

Average

C&Hcash casn

contriput on contribulion

Store Grouping margn £m
Prime stores 25.4% 3.0
Care stores 23.4% 1.3
Rotation stores 18.5% 09
Total 22.5% 1.4

The financial benefits of rotation are
compelling, for instance the table below
iliustrates the benefit of consolidating
Northampton and Kettering storesinto
one at Rushden Lakes Retail Park prior to
the pandemic. The previous stores were
ageing, with sales in decline and no
investment case to bring them up to
modern standards. The new retail park,
built between the two towns incorporates
shopping, dining and teisure facilities

on a site with good access and car parking.
The disposal of the freehold of one store,
helpedto fund the closure andthe lease
costs of the rernaining term of the other.
The new store has generated a substantial
upliftin cash profit and LFL sales were in
growth pre-Covid. The net investment
cost of the new store was just £2 Tm
resulting in a strong payback on the net
capital invested

Kettering closure £m
Sales 14.3
Cash contribution 11
LFL17/18 % -12.3
Northampton clasure £m
Sales 2472
Cash contribution 25
LFL17/18 % -70
Rushden Lakes £m
Sales 39.0
Cash contribution 4.8
LFL18/20 % «G5
LOCK AHEAD

Toreduce investment risk and maximise
returns to shareholders we have set a
target payback for relocations including
recapture of less than 4 years, with
standard lease terms of 10 years.

1 Merncsfor 201920 adwus ed for Condimpacts inMarch 2020 Leasehola stores exclude long .easeholds
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Returns outside of these parameters are
considered where they enable an exit of
long-term Liability or in exceptional
lacations. We will wark with langlords to
negotiate appropriate terrs at exit and
repurpose or develop space. However in
some cases it will be more economic and
brand enhancing to have a vacant store
rather than lose the opportunity to move
to a better location.

Reflecting this at year end, further costs
of ¢.£268m are estimated over the life of
the pregramme, including for accelerated
depreciation and impairment. When
combined with the operational costs of
closure, we currently expect to incur total
cash costs of ¢.£260m over this period.

To fund the pregramme, we have a
number of freehold and long leasehold
properties which offer an opportunity
to release cash from development.

This includes aur Marble Arch proposal
(outlined in our case study on the right)
and additional storesincluding a
number for residential development.
These properties tend to be in locations
where land values for alternative use are
higher than for existing use. We have an
objective to release at least £200m from
thase projects.

While we acknowledge that the turbulence
of the past year means uncertainty
remains, we are currentty forecasting for a
gradual return to more normal customer
behaviour, underlining the importance of
reshaping our store estate to enable our
custorers to shop their way with M&S.

Highlights

9.7m

Footfall {average per week}

1%

7m

Transactions (average per week)

81 (19/20: 68)

Stores net promoter score

Redevelopment of Marble Aroh

As part of our efforts to emerge
stronger from the pandemic

under our Never the Same Again
programme, in March we announced a
proposal to redevelop our flagship
store on Oxford Street - Marble Arch.
First opened in 1930, the building has
been expanded and altered many
times and as aresult, despitebeing a
much loved store, today offers an
inefficient and confusing experience
for customers.

M&S is in the unique position where
40% of our owned spaceis freehold or
tong leasehold enapling us to unlock
value and fund our rotation of the
estate through a programme of
redevelopment and alternative use of
space. These largely arise in locations
where the rental cost of the existing
storeis below the cost for alternative
use such as office or residential space
-such as in the case of Marble Arch,

The redevelopment of the store will
see M&S work with partners in creating
anew building which combines a
modernised M&S store offering a
full range of trusted value products
across the bottom three levels,
while repurposing the upper levels
to offer bestin class, Prime Grade A
sustainable office space, where we
anticipate a rebound in demandin
the coming years
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STRATEGIC REPORT

OUR PEOPLE & CULTURE

The M&Sfamily has been atits best during the myriad of challenges presented
by the pandemic. Our colleagues reacted to difficulty and uncertainty with
pace, resilience and innovation.
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Prior to the pandemic, we outlined how we
were seeking ta establish a culture that
woutd draw on the foundations on

which M&S was built and apply themin a
modern setting, to build arenewed and
reinvigorated workplace. Our aim

was to create the most engaging,
involving place to work in UK retail,

with a fast-moving, empowered
organisation and flat structure.

Qver the past vear, scme of what we are
aiming to achieve has been accelerated
and our colleagues have shown M&S at its
best. With a focus on cost and clarity of

purpase, colleagues have been adaptable,

resilient, pacey, less hierarchical,
commercially minded and innovative,
allin service of doing what's right for our
customers. At the same time, the way
colleagues have suppoerted each other,
and theengagement frem leadership
with the front line, has rekindled the
feeling of being part of the M&S family.

To embed these changes, and in
recognition of the critical role our pecple
have in our transformation, the executive
tearmn took direct accountability Far our
People Plan to drive real ownership and
delivery as part of cur Never the Same
Again programme.

Qur People Plan povs
St Iw«}/ amg:

1 Transforming our arganisational
design to drive ownership, pace
and commerciality.

2 Becoming a data enabled and
digitally focused business.

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

4 Putting the voice of the stores
back at the core of the business.

=~ Creating a culture of plain
speaking; data driven and
focused on performance.

6 Moving away from hierarchy to
an involving, engaging culture
where everyone has a voice and
can get on.

1 Transforming our organisational
design to drive ownership, pace
and commerciality

The crisis has enabled M&S to adapt and
modernise, and we have built onthe

previous work to develve accountability to

each of the family of paraltel businesses
under our Never the Same Again
programme this year. Radical changes
have been made to our business in order
to best serve our customers and support
our long-term transformation.

In August, the Croup announced a
prograrmme to streamlne its store
operations, regional management
structures and support centres.
This included:

- Anew retail management structure
that reduced management layers and

removed duplication through better use

of technology and insight and enabled
maore time on the shep floor. All store
manager offices have been opened up
to symboaolise this shift, and each store
manager is now fully accountable to
drive customer service, deliver their
P&L, lead their team and manage
performance, as well as maintaining
store standards.

- Asubstantial restructuring and store
cost reduction programme, which
introduced new, more flexible working
for store teams across departments,
and a shiftin focus and time to
front of house customer service
rather than backstage.

For our support centre colleagues,

an M&S Flexible Framewark has been
put in place, moving to more dynamic
arrangements rather than permanently
office-based. The framework devolves
accountability to colleagues and line
managers to decide where and how they
do their best work. This means spending
more time with customers and suppliers,
with a minimum of two days per month
in stores and with partners, and spending
c.3 days a week in support centres to
enable collaberation, networking and
development, while recognising that
every role and every week is different.

Total employees’

® Female
48727

® Male
20,850

69,577

Total senior managers'

® Female
57019/20:52)

® Male
79(19/20.74)

136

Total Board™

® Fernale
A19/20:3)

& Male
6{19/20:5)

10

1. Asat2021ycarend
2 Asat 25May 2021

COLLEAGUE REPRESENTATION MEASUREMENTS

Senior managers from ethnic minorities

8% (19/20: 8%)

We remain firmly committed to our target of
having 50% women and 15% BAME colleague

representation inour senior management team

by 2022, but have moretodo to hit our targets.
This year we continued to support and engage
with ourwide range of colleague diversity
networks across the business.

Engagement

82%(19/20: 81%)

The pragressive engagement score from

our monthly ‘Colleague Voice' survey.

Cur engagement score through the year was
strong at 82%, with 91% of colleagues feeling
proud to work for M&S, Nearly 50,000 of our
colleagues chose to participale and voice their
feedback and ideas, helping togive us an
informed picture of how colleagues feel

about the business

Gender pay gap

1 2 i 3% (19/20:12.9%)

Qur gender pay gap, the percentage
difference between average hourly earnings
for men versus women, marginally decreased
this year and remained Lawer than the

UK average.
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All of these changes have been
underpinned by the efficacy of our
market-leading technology, as the
lead retail partner of Microsoft.

I Becoming a data and digitally
enabled business

As outlined throughout this year's report,
the shift to online by customers during the
pandemic has had a profound impact on
the retail sector. This year, we have taken
decisive steps towards omni-channet
retailing - including the roll-out of
efficient digital solutions in stores, and
capability and capacity upgrades to
M&S.corm and cur supply centre, Castle
Danington -helping us achieve strong
online growth this year.

However, with this shift not expected to
recede as we emerge from the pandemic,
we know we have to accelerate our focus
and culture to take advantage of the
online opportunity The creation of M52
is set to drive our focus to establish an
ontine first culture through:

- Bringing together our data, digital and
trading teams under MS2, jointly led by
Katie Bickerstaffe and Richard Price.

- Boosting our digital capabilities to
support growth - in May, we announced
the creation of 85 new technology roles,
including 70 software engineers, as part
of M&5’ new Chief Technology Officer
Mike Yorwerth's team, and 15 new
trading roles in e-commerce.

- Empowering our colleagues through
technology - over 90% of our front-line
colleagues are now communicating
through Microsoft Teams, either on
their own devices or on tablets
which have been rolled out to all
management teams.

28 Marks and Spencer Group plc

QURPEQPLE & CULTURE CONTINUED

- Afocusonplacing data at the heart of
decision-making. M&S has over 800
terabytes of data at our disposaland
our data community is now over 800
strong, helping to decipher patterns
and deliver the insights we need to
support our growth.

- Launching a Beam Academy led
by the Digital & Data team, hosting
over 100 business-wide upskilling
events on data with over 22,000
colleagues participating including
our third Hackathon.

- Trialling new technology and emni-
channel trading initiatives — such
as video-powered retailing —in five
"10x" digital trial stores, with data
and digital teams working directly
with store teams.
‘3 Creatingemppwered,responsive
[ and commercial leaders who are
close to the front line

M&S continues to be a destination for
industry-leading tatent. Eoin Tonge

joined as Chief Financial Officer and
Richard Price joined as Clothing & Home
Managing Directeor in July, with Katie
Bickerstaffe moving from the Board to
the executive tearmn as Chief Strategy and
Transformation Director earlierin the year.
They now make up half of the streamined
and strengthened central leadership team
led by CEQO Steve Rowe.

Following financial year end, the
{eadership team underwent a realignment
inresponsiblities as we maove on fram

the “Fixing the Basics” phase of our
transformation, with Katie Bickerstaffe
and Stuart Machin becoming Joint Chief
Operating Officers, to bring even mare
impetus to our core businesses. Alongside
this Eain Tonge took on respansibility for
strategy and transformation planning as
part of his CFO remit.

There is mare to do to engender our wider
leadership team with a sense of shared
missicn and accountability and putting

in place a leadership development
framework and reviewing leadership
banding is a focus for this year.

4

The adoption of Microsoft Teams, already
intrain but sped up over the past year,

has been a key enabler to connecting all
colleagues, but critically also connecting
the trading areas tothe store teams.
Whereas ¢.10% of colleagues were using
Yammer, now 20% of colleagues are using
Teams at teast once a week, with 85% on
their mobile devices. Teams has been key
for connecting leaders to the front line,
and every store colleague is part of a Team
for operational and local communications,
which is the relevant trading area they are
part of, as well as receiving “all company”
corporate news. Shifts are booked via
Teams, with operational task managernent
being rolled out on Teams currently. This is
not only more efficient and delivers the
right, targeted information to colleagues,
but is also anenabler for building a more
digitally adept workforce.

Putting the voice of the stores back
at the core of the business

While Teams has been criticalto the
business operating over the past year, with
many advantages, face-to-face contact
remams key, and there has latterly beena
focus on equipping managers and store
colleagues with weekly briefs to support
regular huddles. Thera is, however, more to
do to ensure face-to-face engagement is
happening regularly across every store, and
that every leader in the trading businesses
is engaging their best sellers todrive a
virtuous cycle of engagement to get the
right insight and buy-in to sellmaore.

Over the past year, the Suggest to Steve
scheme - where anyone in the business
can make a suggestion directly to the CEO
- received 5,000 suggestions. Fantastic
ideas have been progressed: from being
the first retailer to introduce sunflower
lanyards, creating “We're allin this
together” charity bags, to ideas that were
integrated into the relaunch of Sparks.
While there was a peak during the early
days of the pandemic, engagement began
to drop off and steps have been taken

to reinvigorate the scheme through
moving it cnto Teams and reconnecting it
personally to the CEQ, with calls and visits
to successful or regular suggesters.

=~ Creating a culture of plain
3] speaking; data driven and focused
on perfoermance

Last year, we launched four core
behaviours, with Talk Straight the one
colleagues felt was most needed and
relevant. While there is a need to “go again”
onembedding the behaviours, slowly but
surely a culture of more plain speaking is
beginning to emerge.



The way the business reviews and rewards
performance has been re-set (ed by
Stuart Machin as the executive lead for
talent, with the aim to foster this more
plain speaking style and drive a more
performance-driven culture, In our stores,
we have redefined what we expect of our
colleagues, whichis backed up by training
and regular one-tc-ones away from the
shop floor to check in and update on
performance. We're measuring this
through specific questicnsin the
colleague survey, proportion of check-ins
being delivered every month, as well as
the overallimpact on customer NPS and
sales. Inthe support centres, a clearer
cadence and process around performance
rmanagement has been put in place with &
simplfied but consistent aporoach to
objective setting, more regular check-ins
on performance, and a bigger focus on
development and potential.

At the same time asimproving our
approach to performance, we have
reviewed our pay and benefits package to
modernise it and align reward more to the
right behaviours and performance. Over
14,000 colleagues responded to tellus
what mattered most to them. Getting the
basics right was a strong message which is
one of the reasons why we have invested
significantly ahead of inflation for hourly
paid colleagues so all permanent
calleaguesearn at least £9.50 per hour.
Flexibility to support work-life balance
was valued, prompting the re-introduction
of Heliday Buy - more popular than
additional leave - and extending our
Celebration Time to support centre and
logistics colleagues. Unsurprisingly,
wellbeing was a key theme, and in addition
to our existing support for colleagues,
Salary Finance and an easy-to-access
wellbeing app, Unmind, have been

rolled out.

Underpinning our nascent, but now

more focused, aim of driving a high-
performing culture is the new people

IT system — MyHR ~which launches in
August. It will remove bureaucracy and
paperwork, better track the full colleague
lifecycle and performance, and move

to a more self-service madel for managers
and colleagues.

Moving away from hierarchy to an
6 involving, engaging culture where
everyone has a voice and can geton

BIC, our Business Involvement Croup,
has undergone its own transformationto
drive a more engaging and involving place
to work. It began with feedback through
the BIG Conversation, with thousands of
colleagues taking part. The output of this
has been framed as making "BIC Bigger”
with four key areas of focus: a simplified,
more accessible constitution rebadged
as the "Doing Business with BIG Charter”;
investing in representatives sc they

have the right capabilities, with better
induction, clearer accountability for

line managers, and investment in their
learning and development; more digital
and dynamic communications, which

are amove on from the more arcane,
bureaucratic previous appreach; a more
structured diatogue with the leadership
through “*the 8I1C commitment”, which
sets out the rhythm and routine of BIG
representatives and business leaders and
holds leadership to account on what they
have agreed to. The Chair cf National BIG
attends the Board four times a year,

and holds quarterly meetings with the
Executive Committee.

Leadership focus on formal colleague
engagement surveys dissipated
somewhat during the pandemic, with a
focus on “in the rmoment” direct feedback.
However, this has now been reactivated
with animproved survey, more accessible
to colleagues via Microsoft Teams, and -
crucially - a much bigger focus from the
executive team_Ensuring the feedback

received is acted upon swiftly, and
collaboratively, is a key priority for the
year ahead.

Learning and development remains

an area where delivery is patchy, but
following the Acadernies trialled in the
Food business ta develop behavioural
and leadership skills, they are beginning
to be rolled out more broadly. In addition,
34 Academy stores have been established
as centres of excellence for learning.
Academy teams have been supported
with a bespoke learning offer to enhance
their capability, including performance,
emotional intelligence and resilience
sessions. For the coming year, leadership
capability and coaching skills will also

be offered.
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Building en our long-established

Marks & Start progranmme, through which
we welcomed 360 young people into the
business in the last year, we are proud to
be & lead partner for the government’s
new Kickstart programme. It is designed
ta help young people currently on
Universal Credit who are at risk of
long-termunemployment to jumpstart
their careers, and not get left behind in the
pandemic. We have offered 350 Kickstart
places in our stores and have invested to
ensure that the experience we offeris
positive and consistent.

Clearly, other than the pandemic, the
death of Ceorge Floyd was one of the
defining moments of the last year.

We were, like everyone, horrified by what
happered and the groundswell of action
it spawned was a wake-up call for all
businesses —including ours - to do more.
We can point to some small steps forward:
inclusion and diversity training offered to
all colleagues in an accessible way, with
high levels of completion; participation

in schemes such as the Black Interns
Initiative; an enlivened Culture and
Heritage network, and improved guidance
on awider range of issues for managers,
such as about colleagues participating in
Ramadan. We also continue to participate
inthe 30% Club. However, representation
in our senior management population
rermains flat, progress has been
frustratingly slow, and the fact is we

have a huge armount more to do in the
coming year.

Finally, fostering a sense of family within
the business has led us to launch an
alumni network, under the moniker

"M&S Family”, to capitalise on the pride and
sense of belonging we know colleagues
feel who have worked for M&S. The
network is the first scale alumni
programme in the UK, and since launching
in February has over 6,000 members

and is beginning to be a pipeline for
recruitment. In the future, we are looking
at how we can harness the power of this
network, whether through mentecring or
developing products and services.
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STRATEGIC REPORT

PLAN A REVIEW

WE'REALLINTHIS TOGETHER

The full detail of the activity and progress
rmade against our sustainability priorities
15 published separately in our Plan A 2021
report, whichis available online at
corporate.marksandspencer.com/
Plan-A-Report-2021. The timeframe
covered by the report reflects a 12-month
period when families, communities,
businesses and governments across the
world have all had to face the once-in-a-
lifetime challenge that the pandemic has
placed on our society.

The enduring community spirit of M&S
has borne out in our response to the
crisis. We rallied these collective efforts
under the banner “We're allin this
together”, as cur incredible colleagues
and trusted supplier partners stepped up
to deliver for each other, our customers
and the communities they serve Inturn,
we supported ocur M&S family by topping
up pay for colleagues on furlough,
providing a financial hardship fund and
investing in the wellbeing of the team -
providing all colleagues with free access
to Unmind - an independent workplace
mental health app.

Whilst we know our colleagues continued
to support thair local communities,

our structured community programmes
were suspended and we were not able to
formally track volunteering hoursin
2020/21. The impact of the pandemic
placed a huge strain on our NHS this year,
and our customers and colleagues were
keen to find ways they could support.
Inresponse, our 2020/21 community
programme focused onraising funds

for NHS Charities Together.

REINVIGORATING PLAN A

We acted quickly to launch arange of
products and promations allowing our
customers o raise money from purchases
—suchas our Rainbow Sale, which donated
10% of the cost of every clothing item

sold to NHS Charities Together, or our
Allin this Together t-shirt — which scld

one t-shirt each second at launch with all
profits donated onwards. As a result M&S
donated £8.3m to support our fantastic
NHS heroes during the crisis, and over
28,000 customers continue to support by
selecting NHS Charities Together as their
chosen Sparks charity, with M&S donating
1p for every purchase.

Inthe face of an unprecedented crisis,

we did not lose sight of the goal of

our transformation; to return M&S to
sustainable, profitable growth and deliver
long-term value for all our stakeholders.

Through Plan A - our multi-year
sustainability action plan - we address
the risks and opportunities that
environmental and societal issues present
to us as business. It drives us to make
better choices to ensure M&S, and the
precious resources and planet we rely

on, are in better shape for the future.

While Plan A was launched in 2007, its
roots can be traced back to our founders,
who recognised the enormous value
derived from building trusted
partnerships, treating people fairly

and taking a long-term approach to
innavaticn and investment,

Throughout the year, we have made
progress in embedding Plan Ainto
our operating model as a family of
accountable businesses and putting
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sustainability into the heart of our
commercial plans. In doing so, we have set
better standards, which help us deliver

on our customer promise of trusted value,
We set new standards for one of our
biggest hero categoeries, with the launch
of our most sustainable denim range yet
this Spring (see page 31 for more detail).

As part of our commitment to prevent
deforestation, we are exploring
alternatives to soy-based animal feed.
In Food, we completely eliminated soya
feedin our RSPCA Assured milk by
replacing it with nutritious alternatives
such as rapeseed oil and sugar beet,
avoiding 4,000 tonnes of soy being
used each year.

We made good progress on our
commitment to redistribute all

food surplus by 2025, thanks to the
collaborative efforts of colleagues across
the Food team and our stores, Working
together the roll-out of a new digitat app
to all our Food stores helped deliver a
126% increase in food redistribution.

Alongside the operational delivery of our
Plan A priorities, over the course of the
year we have committed to act onthe
bigger sustainability challenges facing
businesses, our society and our planet.



Ouf mosh
sustainable

denim yel

All our cottonis responsibly sourced,

with the majority through the Better Cotton
Initiative — helping farmers to reduce their water
usage and increase their profits, The wash is the
process that gives denim its distinctive look and
finish but it's typically a water-intensive process
M&S partnered with Jeanologia - the leader

in sustainable finishing technologies - and
innovated together to produce a range, which
means that M&S jeans are now finished with

86% less water compared with the industry norm
for denim finishing. As parl of our enhanced
chemical policies, M&S is switching from
standard indigo dyes to cleaner alternatives
that require less water and chemicals lo
produce 50% of the 2021 spring/summer range
has been made with this lower-impact dye.

Environpenls:
Now meving towards nets zer

In Novernber 2020, we extended our climate
change commitment, wilth a ptedge to build on
the carbon neutral operations we have Loday
Lowards nel zero emissions by 2035, This builds
Gnour existing science-based targets with a
greater emphasis ondelivering reductionsin
emissions thal we currently offset.

We are preparing for the future adoption of

the Task Force on Climate-related Financial
Disclosures (TCFD) recommendations. We have
demonstrated our progress onaligning our
climate reporting with these recemmendations
and set out our plans for next year inour

ESG Committee Report

@ Further detail on our climate disclosures

is on pages 74-76.
Setiad:
Leading on human rights
Sourcing ethically - and reporting transparently
an our supply chain practices —is core to how we
do business IUs part of the promise we make to
our customers and this year we have provided
additional assurance that they can shop from
ME&S with confidence. InJanuary 2021, we were
the first major UK retailer to publicly support
the Coalition to End Forced Labour inthe
Uyghur Region’s “Call Lo Action”, ensuring aur
supply chains are not linked to the human rights
abuses in the Xinjiang region
Setting standards in our own supply chains,
however rigorous, can only set a baseline To be
serious about ensuring everyone who works
with M&S is treated with decency and respect,
we must hold a mirror up to make sure Lhe
reflectionis true. That is why we asked Oxfam to
conduct a gap analysis of aur supply chain and
we published the findings in full As part of our
response, we have taken action to scale our
waorker voice programmes and committed 1o
share our learning to help drive meaningful
industry-wide change.

(overmance:
Qur new ESG Commitiee

Helping our customers, colleagues, and
communities lead happier, healthierand
fulfilling lives is core to the M&S brand and
great work continues to be delivered; but we
need to continue to reinvigorate Plan Aand
put it back at the centre of our customer story.
In December, we established a new Board
Sub-Committee on Environmental, Social &
Covernance (ESC), chaired by Tarnara Ingram,
to provide focus and oversight of cur Plan A
programme across the business. The invaluable
insight and experience of our Committee
members proviges robust chatlenge to our
thinking as we look to reinvigorate Plan A

in 2021

© Further detail about the activity of the
Cornmitteeis set out on page 73.

Tov gfwvl te waste:

Increasing foed
redigtribution

Founded in 2015, our redistrnibution
partnershipwith Neighbourly has been
updated with newly designed app
technaology that enables storeslo denate
any food surplus more efficiently to those
that need it most. Stores acrossthe UK and
RO are matched to a network of more than
1,400 community parlners -such as our
Clasgow Pollok store, which partners with
Indigo Eats to deliver childcare services for
families with children rom 6 weeks Lo 16
years old inthe local area - who collect and
deliver surplus such asfresh fruit, vegetables
and bakery products daily. The new app
was designed with our store colleagues, and
their input ensured that it was successfully
integrated inte our slore routines and
processes Since its launch, most of our
stores have more than doubled the amount
of stock they are donating We donated a
total of 11 8m meals in 2020/21 and reduced
food waste in store by almost 5,000 tonnes.
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OURRENEWED PLAN A

As the world emerges from the
pandermic, we believe customers will
look to brands they cantrust and

have confidence in to offer quality

and value through trading ethically.
Under our Never the Same Again
programme, we are forging a reshaped
M&S, thatisset up tocompeteina
post-Covid marketplace. This includes
reinvigorating Plan A for 2021 to invoke
the ariginal pioneering spirit of the
programme and put sustainability at
the centre of our customer story.

° Read more on Plan A:

corporate.marksandspencer.com/
Plan-A-Report-2021
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PLAN AREVIEW CONTINUED

PLAN A MEASUREMENTS
Measurement Progress
FOOD WASTE Donations of surplusin meals equivalent 1 1 8m +126% on 2019/20
meals
PACKAGING Percentage of packaging classified as being 87% +10% on 2019/20

easily recyclable

WASTE TO LANDFILL Percentage sent to landfill

Zcro

Zeroin 2019/20

M&S GREENHOUSE
GAS EMISSIONS (CO,¢)

The gross carbon dioxide emissions from M&S operated
staores, offices, warehouses and delivery fleets worldwide.
In addition, we purchase renewable energy and carbon

298,000

tonnes COe

offsets to match these emissions, making our global

operations carbon neutral

-13% on 2019/20°

MARKS & START Number of UK placements offered 250 -81% on 2019/20°
tre
COLLEAGUE Number of paid valunteering hours provided by Paused due to n/a
VOLUNTEERING M&S colleagues Covid-19
COMMUNITY Donations raised by customers and colleagues £2 4m -64% on 2019/20°
AND CHARITIES i ‘
M&S donations relating to the Sparks loyalty scheme, +210% on 2019/20°

the Rainbow Sale which supported NHS Charities
Together and cause-related marketing

£14.9m

N 2020/21, a nurmber of Plan A measurements were materially impacted by the consequences of Covid-19. Whitst colleagues
continued to support their local communities, a number of our structured programmes were suspended or disrupted. In 2021/22
we will rebuild participation in the Marks & Start scheme in addition to supporting the UK Government’s Kickstart programme with

360 placements.

STREAMLINED ENERGY AND CARBON REPORTING

ENERGY AND TRANSPORT FUEL CONSUMED

GREENHOUSE GAS (GHG) EMISSIONS

This year Lastyear Thisyear Last year
2020/21 2015/20" 2020/21 2019/20* %
{GWhs) {CWhs) change {000tonnes) (000 tonnes) change
UK operations 787 827 -5% Direct emissions (scope 1) 157 173 -9%
International operations 8 23 -21%  of which UK: 156 172 -9%
Group 805 850 -5%  In-directemissions from
*  Performance has beenrestated to use actual data sourced from internatianal electricity (scope 2) 141 168 -16%
operations, nolace of previous year estimates of which UK: 129 154 _16%
N . . ‘ Total gross/location-method
2020/21 saw a significant impact to the aperational space in scope 1+2 GHG emissions 208 N -13%
our stores as we reacted to the national lockdowns, with entire - - -
trading floors closed for several month's at a time. The closure of which UK: 285 325 -12%
of this space will have materially reduced the amount of GHG intensity per 1,000 sq ft
energy consumed. of salesfloor 15 17 -12%
The principle measures taken to improve energy efficiency in Procured renewable energy 120 143 -16%
2020/21 include continued roll-out of new refrigeration shelf- Total market-method scope
edge technology, conversions to LED lighting and the triatling 1+2 GHG emissions 177 198 -N%
of new fan technalogies at certain locations. of which UK: 164 183 -10%
Procured carboen offsets 177 198 -N%
Total net scope 1+2
GHG emissions 0 0
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CHGCemissionsare from ooerationally controlled actv ties :naccordance witn
WRI/WBCS5D GHG Reporting Protocols fRevised ed lion) and 2015 Scope 2 Cuidance
using DEFRA/ BEIS 2020 Greennouse Gas Reporting Conversion Factoss, wn ch nclude
a 9% lower carbon ntensity rating “or UK grid electr city tnat reduces our em ssions by
14,7287 tonnes COe compared with our location-based 2019, 20 figures For ful, details,
pleaseseecur202] Plan A Report

v Performance nas oeen restated to use actual data sourced frominternat:onal
operations,inplace of prev cus year estimates




NON-FINANCIAL
INFORMATION STATEMENT

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

PEOPLE

We are committed to providing all of

our celleagues with a safe working
environment and an organisational
culture which promotes diversity,
inclusivity, personal development and
mutual respect. We want people to enjoy
coming to work and for the workplace to
be free from discrimination, harassmant
and victimisation. We know that our Board
and leadership team play a vital rote in this
commitment, whichis why we have laid
out our progress in balanced leadership
on pages 64 to 65, Further detail on

social matters can be found in People

and Culture on pages 26 to 29,and our
Section172(1} statement cn pages 34 to 36
and 68 to 69.

© Read more on our commitment to
peoplein our:

- People Principles

- Codeof Conduct

— Responsible Marketing Principles
- Equal Opportunities Policy

COMMUNITIES AND ENVIRONMENT

We have supported our local communities
throughout cur 137 year history, because
we know that vibrant communities are
essential for our success. We aimtotake a
progressive approach to our community
engagement, which is reflected in our
Flan A commitments. Sustainability is
alsc core to Plan A and to the M&S brand.
The framework brings together individual
business unit strategies into a shared
programme to drive behavioural change
and ensure the whole business operates
in a more sustainable way.

° Read more on our commitment to
communities and the environment on
our dedicated carporate website areas;

- Community Engagement
- Delivering Plan A
© Read more on our activities in these
areas this year:
- Environmental commitrents and progress
can be found inthe ESG Committee report
on pages /3 to 76 and the Plan A review on

pages 30 te 32, which includes details of cur
Creenhouse Cas ('CHC') emissions.

STRATEGIC REPORT

- Qur contribulions Ltowards, and consideration
of, cornmunities is integraled throughout
the report and can also be found in our
Seclion 172{1) statement on pages 34 to 36
and 681059 and the ESG Commillee report
on pages 73to76.

HUMAN RIGHTS

M&S has a long history of respecting
human rights in the UK and standing up
for those values internationally. Gur
cemmitment to humanrights is reinforced
in our Human Rights Policy and Code of
Conductand, for all suppliers and
business partrers, in our Global Sourcing
Principles. We are also a signatory tc the
principles of the United Nations Clobal
Compact. We strive to be a fair partner by
paying a fair price to suppliers, supporting
local communities and ensuring good
working conditions for everyone working
in our business and supply chains, We are
committed to building knowledge and
awareness on human rights forall of cur
colleagues and supptiers, encouraging
them to speak up about any concerns
without fear of retribution - the outcomes
of which also enable us to comply with
legisiation and meet the expectations

of shareholders.

© Read more on our commitment to
human rights in ous:

— Modern Slavery Statement

— Human Rights Policy

- Codeof Conduct

— M&SGlobalSourcing Principles

— Child Labour Procedure

— M&S grievance procedure for Food
and Clething & Home supply chains

- Confidential Reporting Procedures

- M&SResponseto Covid-19: Workers
in Supply Chains

ANTI-BRIBERY AND
ANTI-CORRUPTION

M&S is committed to the highest
standards of ethics, honesty and integrity.
We have a zerc-tolerance approach to
any form of bribery and corruption and
operate a compliance programme to
prevent bribery and corruptionin our
business and supply chain.
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Qur Anti-Bribery and Anti-Corruption
policies outline the expected standards
of conduct that colleagues, contractors,
suppliers, business partners and any other
third parties who act for or on behatf of
M&S are obliged to follow. The Group
Policy outlines core principles and
approach, while the Colleague Policy
provides detailed guidance and sets out
the applicable procedures for colleagues,
workers and contractors, The Business
Partner Policy identifies the requirements
for service providers, suppliers and other
business parties.

Qur programme includes detailed
procedures and controls around giving
and receiving gifts, hospitality and
antertainment, procedures for engaging
new suppliers and partners, specifically
those who are based in higher-risk
jurisdictions, and standard contract
clauses; and clear reporting channels,
including confidential reporting. All
colleagues are required to undertake
mandatory Anti-Brikbery and Anti-
Carruption e-learning. The Company will
consider taking disciplinary action against
anyone who fails to comply with its
Anti-Bribery Policy, up to and inciuding
dismissal. Any potential incidents
reportad internally cor to the external
confidential reporting channels are
followed up and full investigations
launched where such actionis deermed
appropriate after preliminary enquiries.
Allinvestigations are subsequently
reported to the Audit Cemmittee,

Bribery Risk Assessments are conducted
on an annual basis and an annual report
issued to the Audit Committee.

@ Read more on our commitment to
Anti-Bribery and Anti-Corruptionin our:

- Business Partner Anti-Bribery and
Anti-Corruption Policy

- CodeofConduct
- Confidential Reporting Procedures
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SECTION172(1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION172(1) STATEMENT

We believe that considering our stakeholders
in key business decisions is not only the nght
thing to do, but s fundamental to cur ability
to drive value creation over the longer term.
Now, as we enter a new financial year in the
midst of recovering from a global pandemic,
balancing the needs and expectations of
our stakeheolders has neverbeen a more
important or challenging task.

Board directors are bound by their dulies
underthe Comparies Act 2006 (the "Act™)
to promote the success of the Coampany
for the benefil of our members as a whole
In doing so, however, they must have regard

for the interests of all of our stakeholders,
toensurethe long-term sustainability of the
Company. The Board is therefore responsible
for ensuring thet it fulfils its obligations
tothose impacted by our business, inits
stakeholder consideration and engagement
Stakeholder consideration is embedded
throughout the business, with the Executive
Committee ("ExCo"yand senior management
actively engaged in communication and
involvement initiatives

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

the year, had regard to the matters set out in
Seclion172(1) (a)to {f) of the Act, alongside
examples of how each of our key stakeholders
have been considered and engaged Further
inforration can also be found throughout
the Strategic Report and in our exploration

of key strategic decisions made in the
Covernance Report.

Read more:
1+] Strategic Report, p2-57

© Key Board Decisions & S172(1)
Considerations, p68-69

© Atmarksandspencer.com/thecompany

STAKEHOLDER ENCAGEMENT & CONSIDERATIONS

SHAREHOLDERS

Why they matter

Securing our shareholders trust through
continuous engagement ensures their ongoing
nvestment and support

Key priorities

For some, delivering sustainable, profitable
growth over the long term.For others, seeing
immediate returns on their investment
Increasingly, seeing proactive and conscientious
“ESG” plans being formed and corresponding
good performance in Environmentat, Social and
Corporate Governance areas.

Engagement approach

- Last years Digital AGM was the Board's mast
engaging and constructive yel because we
were able toreach shareholders directiyin
their homes, instead of only those able to
attend a London-based meeting. Private
shareholder engagement was nearly trebted
with ¢.1,500 individual shareholders engaging
with our AGM platform, either Lo watch, vote
or submit questions. The webcast of the
meeting has been available to watch on our
website throughout this year

— Qur Private Shareholder Panel is a group
of randomly selected private shareholders
who have the opportunity to attend regular
meetings with cur Board and senior
management, during which they can hear
more about M&S and provide their input on
the business direction of travel Due tothe
impact of the pandemic on planned
aclivities, we extended the tenure of our
2019/20 Panel and continued to hold
meetings with them digitally, tc ensure
that they had ampgle opportunity to share
their views
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- Our Investor Relations Leamn, alongside
Lhe Chairman and senior management,
maintains a regular dialogue with key
institutional investors. Gver the course of
the past year, the team met with (via videc
conferencing and over the phone) aver 100
institutional funds, engaging with investors
who we estimate represent over hall of our
issued share capital.

Governance considerations

- Dividend decision-making, batancing the
desire of shareholders for immediate returns,
against the need to preserve liguidity and
ensure the sustainability of Lhe business
throughout the Covid-19 pandermic and
uncertainties surrounding recovery timings

-~ Overarching strategy and purpose setting,
amed at delivering against shareholders’
needs for long-term, sustainabie and
profitable growth.

- Audit Committee oversight of internal and
external audit processes, ensuring the
business’ internal framework of controls 1s
sufficiently adequate to protect sharehoider
investment, and that the presentation of the
financial statements provides investors with
an accurate, fair and balanced view of
performance, strategy and operations.

Qurcustomers are at the heart of our business
Maintaining and increasing their enthusiasm
and loyalty for the M&S brand ensures the
enduring success of our business

CUSTOMERS

Why they matter

Key priorities

Great gquality and value products, having good
availability across product lines, a store estate
and anonline of fer that are easy and enjoyable

to shopin, a conscientious corporate citizen who

customers can rely on to have acted ethically
and sustainably when sourcing the products
they wear, eat, and bring into their horres

Engagement approach
- We monitored Customer Mood during

Lockdown, surveying 1,000 customers a
week to understand their thoughts, feelings,
and mood, what they wanted from retailers,
and how they felt about M&S during this
perod. With the insights directly influencing
senior management in shaping our tone and
contentin communications and marketing.

Having a great online shopping experience
became even more important during
lockdown Toimprove our Dotcom
Experience, we conducted 50in-depth
customer interviews across the whole
end-to-end online journey, covering 135
interaction evaluations, and then did a similar
exercise for arange of competitors to assess
user experiences The findings are directly
contributing to the optimisation of our
website to maximise anline growth.

We regularly conduct focus groups, in-depth
interviews and surveys across the business
For example, this year, we held 8 focus groups
and 20 in-depth interviews, and surveyed
2,000 customers to hear their thoughts on
our Lingerie offer. Uising the findings,
management identified key customer
pricrity areas to focus onand ensure we
retain our number 1 market share position

Governance considerations

- Approvat of various organisational and

operational changes for the business to
adapt to the Covid-19 lockdowns, ensuring
that customers could shop confidently and
safely in stores, and that there was continuity
of supply to meet customer demand online

Oversight of the programme for launching
M&S product on the Ocado platform,
ensuring workstreams were proceeding to
schedute, with the ultimate aim of providing
new and existing customers access to M&S
Faod products online for delivery




COLLEAGUES

Why they matter

We cannot operate and achieve cur strategic
goals without an engaged colleague base that
{eels appreciated, and 1s motivated to deliver
for our customers and the business’ success
Key priorities

Feeling valued and appropriately rewarded;
having an inclusive and diverse place towork
with a respecttul corporate cultture; being able
Lo share their views and have Lheir colleague
voice heard in decision-making.

Engagement approach

- Qur Business Involvement Group (BIG),
anetwork of elected representatives from
across all parts of the business, facilitates our
engagement with colleagues, with local BIC
teams regularly feeding back to Naticnai BIG.

- Colteague updates on performance and
strategy are provided by ExCo members and
senior management through regular
business area “*huddles”, as well as by email,
virtual meetings, and our Microsoft Teams
communication and collaboration platform.
Colleagues are encouraged to be invelved in
Lhese forums by voicing their views, ideas and
guestions with the leadership tearm directly

— The ExCo this year updated our Inclusion &
Diversity {I&D) strategy, publishing seven
new I&D training modules and a suite of new
policies and line manager guides, aimed at
supporting and highlighting to colleagues
the importance of delivering an inclusive
culture within a diverse environment Cur
seven colleague-led I&D networks also
continued to provide peer suppert and
subject matter expertise Lo the business

- Our monthly Colleague Voice Pulse Survey
gives the Board and ExCo an informed
picture of how colleagues feel about the
business. The progressive colleague
engagement score through the year was 82%,
with 91% of colleagues participating saying
that they feel proud to work for M&S,

Governance considerations

- The chair of BIG representsthe collective
colleague voice by attending Beard and
Remuneration Committee meetings
throughout the year, while ExCo members
attend National BIC meetings to understand
Ltheissues that areimpartant to colleagues

— Commissioning a comprehensive Reward
and Wellbeing Survey across the business,
aimed at ensuring colleague pay and benefits
packages are fundamentally fair, reward the
right behavicours and performance, and are
competitively placed for us to retain tatent.

Why they matter

Community acceptance and mutuat respect
provides us with a licence to operate and
ensures we are a force for goodfor the
people and places we impact. This includes
the wider environment, where considerate
use of resources contributes towards our
long-term sustainability.

COMMUNITIES

Key priorities

Afairand valuable contnibution to society
and the econamy and far M&S to be a socially
responsible corporate, that cares about its’
long-termimpact on the communities and
enviranment it operates in,

Engagement approach

- This year, cur Charitable Donations reached
over £14 9m to charities and good causes,
including £8.3m donated to NHS Charilies
Together to support NHS workers and
patients through the Covid-19 pandemic.

In addition, we continued Lo supporl our
long-term partners, such as Macmillan,
Breast Cancer Now and the Royal British
Legion, and expanded the Sparks rewards
scheme to support 35 charity partners.

- Wesupported local communities with over
£23m of product donations, including the
donation of 11.8m Meats to Community
Groups through our foods surplus
redistribution scheme

- The M&S Company Archive focused on digital
opportunities for peopletoexplore therich

heritage of M&S. These included downloadable

learningpacks for schools and home learning,
and digital reminiscence resourcesthal have
supported clder people in over 2,000 care
seltings across the UK Visit marksintime.
marksandspencercom for more delails

Governance considerations

- Creating a Board Sub-Commiltee to oversee
ESC matters. These included the refresh
of our Plan A sustainability programme,
inrecognition of growing community
and government interest in how we are
addressing the climate crisis.

- Board oversight of initiatives to support
communilies throughout the Covid-19
pandemic, ncluding clothing and food
donations te local hospitals and the addition
of charitabie parinerstc our Sparks scheme.

Our trusted suppliers enable us to provide
our customers with the high-quality, ethically
sourced and produced goods they expect

Key priorities

SUPPLIERS

Why they matter

Along-term, preductive relationship with M&S,
allowing them to create great products, build
volume at equitable prices and achieve therr
own strategic goals.

Engagement approach

- TheChairman hasts a relling programme
of Listening Groups with suppliers,

- Our pool of dedicated dairy farmers are
guaranteed a set price for fresh milk under
our Milk Pledge Plus programme Chur price
accounts for the cost of production and
ensures that our supplying farms have
sufficient profit to invest ininfrastructure,
animal welfare and environmental
improvements tc maintain their leading
position. As a result, we were the first major
food retailer to have all its milk-producing
dairy farms assured by the RSPCA and have
also removed soya from the cows’ diet to
guarantee a non-deforestation position for
the environment.

We measure Supplier Satisfaction using the
independent Advantage Report Mirror to
survey a proportion of our supplier base each
year Inrecogmtion of some challenging
feedback we have received inrecent years,
and to ensure we continually improve how we
work with suppliers, we have invested ina
full-time Supplier Engagement Manager.

As aresult of site visil imitations during Cowvid-19,
bothinthe UKin Foods and glebally in C&H,
our Worker Voice Programme was expanded,
allowing us to hear directly from factory workers
inour supply chain on their experiences.

We have continued working wilh our suppliers
on Preventing Modern Slavery, welcoming
the Independent Anti-Stavery Commissioner’s
malurity framework, against which we have
assessed ourselves predominantly as
“Evolving Cood Practice”, with some activity
“Leading onHuman Rights Innovation”.
Further details are available online in our
2021 Mogdern Slavery Statement

Governance considerations

PARTNERS

Board and Audit Committee oversight of
risks relating to the rapid growth of online
sales during lockdown, emphasising the
impartance of supply chain preparedness
Augdit Committee review of compliance
with the Groceries Supply Code of Practice,
ensuUnng suppliers are treated respectfully
and fairly, and any concerns raised are

considered and addressed

Why they matter

Qur partners provide avenues to expand our
reach and access tonew custormers -inthe UK and
internationally. We also have partners critically
assessing and sUpRGrting our operations, to
ensure we constantly evolve and improve.

Key priorities
Acorporate partner whoresponds to concerns,

acknowledges jurisdictional and Lechnical
expertise, and provides peer-to-peer support,

Engagement approach

This year, we invited Oxfam, as acrilical
friend, to carry out a Gap Analysis across our
supply chains in India and the UK and provide
us with honest insights about Lhe experiences
of those who work for, or with, us. To benefit
others inour sector and help us shape clear
priorities for action in 2021, we shared the
report and our response infull on our
corporate website (Working in Marks and
Spencer's Food and Footwear Supply Chains).

Whenwe engaged with franchise partners

on ways we could support their operations in
lockdown, they told us that NHS Trusts were
locking to Lthem to stock more basic groceries
N their Hospital Stores. We expanded cur
range as a result, to help our partners serve
MNHS5 staff working incredibly long hours

Governance considerations

ExCo review of our various international
franchise partnerships, ensuring that they
are equipped to handle the increase in tariffs
and administrative burden caused by Brexit.

Consideration and approval of Ocado
Retail's strategic five year plan, ensuring
the enduring success of our partnership.
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SECTION172(1) STATEMENT

“NEVERTHE SAME AGAIN” CONSIDERATIONS

During the year, as the Board made decisions implementing our strategy and Never the Same Again (NTSA) priorities,
the different interests of our stakeholder groups, and the impact of key decisions upon them, were considered.
In some cases, the interests and impacts between stakeholder groups conflicted, and the Board had to assess
these conflicts and attempt to balance them in their decision-making.

Here, we provide an overview of how decisions taken in furtherance of each of cur NTSA priorities were influenced by,
and impacted, our six stakeholder groups. Further analysis of stakeholder considerations in some of the

Board's key decisions made during the year can also be found on pages 68 to 69.

Faster Food growth Capture value in the Simplify range and Turbocharge growth Store estate for the
with Ocado Retail Food supply chain valuein C&H at M&S.com new world
Key influences Key influences Keyinfluences Keyinfluences Keyinfluences

- Customers, and their
increasing demand
for gnline detivery
services, particularly
during lockdowns

- Thepotentialfor
significant volume
growth farexisting
suppliers,and
introduction of new
brand suppliersto
the M&S Food offer.

- Improving M&S' share
of Ocado Retall's
returns, to ultimately
contribute Lo
shareholder value

— Shareholders,
and the efficient
use of their
investment to
maximise returns
through our
Food business

- Custormer demand
for good availability
of products at
great prices

- Theenvironment,
andthe need to
reduce our waste
levels and ensure
that we can minimise
our use of rescurces

Impacts

— valuablejcb
cpporlunities have
treen provided in
communities,
by opening new
customer fulfilment
centres ("CFCs")

— While CFC capacity
struggled to meet
customer demand
at the start of the
Cavid-19 pandemic,
Ocado Retall's
improving operations
mean thatitis
now sustainably
performing at
capacity. The opening
of amew CFCIn
Bristol and openings
inthe forthcoming
yearw\llcommue
to grow rapidly
customer access
to M&S& Food

Impacts

- Thecontinued
roll-out of the
Vangarde supply
chain programme
has improved
avallabilityin
participating
ME&S Food stores,
contributing te
improving colleague
and customer
feedback

- Supplychain

optimisation has
beenanenabling
factorinour
cantinued
investment ir
Remarksable Value,
meaning that
customer value
perceptionis
improved

Marks and Spencer Group ple

- Supplier
relationships, and
balancing the need
to support smaller
suppliers against the
nead to have fewer,
strategic suppliers
foramaore simplified
range

- Customer
perceptions of our
existingrange, and
their shifting demand
throughout the year
towards mare lounge
and athleisure wear.

- The potentialimpact
on colleagues of
simplifying the range
and, as aresult,
streamlining
operations

Impacts

— Qperational
efficiency with
our suppliers has
improved, as we are
now buying fewer
productlinesin
grealer deplh

- Thismore economic
buying has
improved the
use of shareholder
Investment

- However,
restructuring our
C&H gperations
to befit for future
streamlined activities
has unfortunately
resulted in colleague
redundanciesin
support centres.

- The needto maximise
sharehotder return,
and the opportunities
for doing so
presented by the
shiftincustomer
behaviours towards
shopping online

— Colleagues at
distribution centres,
and the pressures
they have been
experiencing
while operating at
maximum capacity to
fulfilonline orders

— Theongeing mpacl
on the environment
and customer
perceptions of
aninefficient
distribution network,
where orders are
fulfilled and
delivered from
various locations.

Impacts

- Thecreatian of
our MS2 division is
improving the
customer experience
of M&S com - with
website and mobile
app developments,
and by using Sparks
to have mare
personalised
relationships with
customers

- New partnerships
have been formed
by introducing
third-party brands en
M&S.com, adding to
our style credentials
with customers

- Varicus customer
perceplions, for
some,we have a
declining store eslate
whichgeneratesa
negative shopping
experience For
others, they expect
an M&S presencein
the local community
to be maintained,
regardless of store
condition,

- Colleagues and
the importance of
therr job security
Inthe event of any
store closures,

- Removing the burden
of long-term store
teases on our balance
sheet, to unlock
shareholder value

impacts

- Customer
perceptions and store
performance will
improve as our
ageing, high-street
stores are refocated
to new premises that
provide a better
customer experience,

- While closing stores
has inevitably ted to
some job losses,
much of our store
rotation s being
achieved with
relocations, where
the vast majority of
colleagues from
closing stores are
redeployed




STRATEGIC REPORT

KEY PERFORMANCE
INDICATORS

FINANCIAL

GROUP PROFIT BEFORE TAX (PBT)

GROUP REVENUE & ADJUSTING ITEMS

b -11.8% -89.7%
£9.0bn £41.6m
17118 o7 1718 |5809
18/19 ~ Jwoa 18/19 3,
15/20 oz 19/20 _Jaoza

20421

kN

Group revenue before adjusling items on a 52-week basis decreased
11.8%, with UK revenue down 11.3% driven by Clothing & Home revenue

declining 31.5%, and International revenue down 17.5%.

RETURN ON CAPITAL EMPLOYED (ROCE)

20721

- 416

The Group delivered profit before tax and adjusting items of
£41 6m ina year characterised by unprecedented lockdowns,
resilient performance and disciplined management of costs

ADJUSTED EARNINGS PER SHARE (EPS)

3.8%

1718
18/19
19/20
20/21

0.0

J—:

The decrease in ROCE largely reflects the decrease in earnings
before interest, tax and adjusting items.

DIVIDEND PER SHARE

1 . 1 p -93.4%

1718
18/19
19/20
20/21 .]]

|27.8

1237

167

Adjusted basic earnings per share was 11p (Last vear earnings of 16.7p)
due to lower adjusted profit year onyear

FREE CASH FLOW
(PRE SHAREHOLDER RETURNS}

Nil™

1718 18.7
18/19 T133

1920 | J3e

20427 | Nil

We did not pay a dividend in 2020/21. As we recover balance sheet,
metrics consislent with investment grade, we will assess the
reintroduction of dividend payments, although as we focus on
restoring profitabitity this is unlikely in the current year.

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

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

£296.4m

17/18 | 4175

18/19 5808
19/20 Restated to 205 7

20/

M, /o: 4

The business generated free cash flow of £296 4m, largely driven
by working capital inflow, reduced capital expenditure and lower tax
payments, which more than offset the lower adjusted operating profit
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STRATEGIC REPORT

FINANCIAL
REVIEW

Ecin Tange,
Chief Financiat
Officer
FINANCIAL SUMMARY
B3 weeks
ending 52 weeks ending
3April 21 27March2l  2BMarch 20 Charige %
Em £m £m (52 week)
Group revenue before adjusting items 9,166.9 8,972.7 10,181.9 -1.9
UK Food 6,138.5 5,994.8 6,028.2 -0.6
UK Clothing & Home 2,2390 21986 3,209.1 -31.5
International 789.4 779.3 944 6 -17.5
Group aperating profit before adjusting items 222.2 209.7 590.7 -645
UK Food 2286 213.6 236.7 -9.8
UK Clothing & Home (130.8) (129.4) 2239 157.8
International 441 451 no7 -593
M&S Bank and Services 19 20 16.8 -881
Share of result in associates and joint ventures 784 78.4 26 29154
Interest payable on lease liabitities (124.9) 122.5) (1334 82
Net financial interest 470) (45.6) 54.2) 159
Profit before tax & adjusting items 50.3 41.6 403 -89.7
Adjusting items (259.7) {242.8) (335.9) 277
{Loss)/profit before tax (209.4} {201.2) 67.2 -399.4
(Loss)/profit after tax (201.2) {194.4) 27.4 -
Basic (loss)fearnings per share (10.p 9.8)p 13p -
Adjusted basic earnings per share 1.4p 11p 16.7p -
Dividend pershare - - 39 -100
Net debt’ £3.52bn n/a £3.95bn -10.9

1 Duetoachangeinthe Croupsaccounting poloy to recagn se BACS naymernts at bne settlement date, ratner than whentheyare \tiated, the camearative anaounts for nel. deat,
andfreecashflow have beenrestated

Notes:

This year,we arereporting on the S3weeks to 3Apn| 2021 Profir metrics are provided on a 53-week basis inthe Firancal Staternents To pravide 2 meanmgful camparisenwith (ast

year's 52-week peniod, atl performance comenentary ntnis section sstated onanunaudited 52-week bas s,and all cash and net delit caommentary 1s on a h3-weck basis, unless

otherwise noted

Thereareanamber of nen-CAAP measures and altermative profit measares ("APMsT), discussed within this announcement and a glossary and reconciliat.on to statutary measures s
provided an page 191 Adjusted results are consistent with how ousiness performance is measured nternally and presented to aid comparaoility of perfor-nance. Refer 1o adusting
items table oelow for further detats

38 Marks and Spencer Croupple



GROUP RESULTS

Group revenue before adjusting items was £9,166.9mona
53-week basis. On a b2-week basis, it decreased 11.9%, with UK
revenue down 11.3% driven by Clothing & Home revenue declining
31.5% and International revenue down 17.5%. The Group generated
an adjusted profit before tax of £50.3m and & statutory loss
before tax of £(209.4)m on a 53-week basis {or £41.6mand
£(201.2)m respectively on a 52-week basis).

Statutory loss before tax includes total charges for adjusting
items of £259.7m on a 53-week basis, including charges of £133.7m
related to organisational change, £25.3m in relation to store
closures identified as part of transformation plans, £79.9m for
intangible asset impairments, offset by a £90.8m gain largely
relating to the release of a partion of the Covid inventory
provision made in the prior year. For full details on adjusting
items and the Group'srelated policy see notes 1and b to the
financial statements.

UK: FOOD

UK Food revenue decreased 0.6%. Like for like (LFL) revenue grew
in the first three quarters but declined in the fourth quarter

as the UK-wide lockdown forced the hospitality business and
parts of our franchise business to close again. M&S Food reported
sales do not benefit from a direct online grocery presence,

with these sales instead reported through Ccadoe Retail.

Excluding franchise and hospitality, core M&S Food categories
performed strongly, particularly over key events, with LFL
revenue growth of 6.9% for the year.

% changeto LY a1 Q2 Q3 Q4 FY
Food -2 1.6 272 -4.4 -0.6
Food LFL 2.0 34 26 -2.7 1.3
Food LFL ex

franchise and

hospitality 77 86 8.4 2.8 6.9

Operating profit before adjusting items decreased 9.8%, largely
due to an adverse mix impact on gross margin, which was only
partially offset by reduced costs which benefitted from
government support.

2t March 21 28 Mar 20
52 weeks ended £m £m Change %
Revenue 59948 6,028.2 -06
Operating profit before
adjustingitems 213.6 236.7 -9.8
Operating margin 3.6% 3.9% -35bps

The table below sets out the drivers of the movement in operating
profit before adjusting items. To improve understanding we
provide additional information on Covid-related impacts with
adjusted profit. Some direct Covid costs and government support
are visible within the right-hand table as they were incremental to
2019/20, whereas other costs, for example the ongoing costs of
furloughed colleagues (£41.9m), were also incurred in 2018/20

and so are not visible. The full costs and government support

for furlough income and business rates are detailed ina

separate section.

Operating profit before QOperating profit before
adjusting items £m  adjusting items £m
2019/20 236.7 2019/20 236.7
Gross profit (60.7) Lostgross profit {154.0)

from hospitality/

franchise
Store staffing 30.8 Cross profit growth 932

from core =

categories o
Other store costs 56.3 Direct Covid costs (69.0) &

o

Distribution and (46.8) Covernment 101.0 o
warehousing support E
Central costs {27} Othercost savings 56 E
2020/21 213.6 2020/21 213.6

Gross profit decreased £60.7m or ¢.84bps primarily as a result
of hospitality closures and lower convenience sales, partly
offset by stroeng growth in core categories and cost saving
programmes, including initial synergies of £21.4m from
Ccado supply.

Store staffing costs declined £30.8m, primarily driven by
£45.5m of efficiencies enabled by technology improverments
in store. We incurred Direct Covid costs within store staffing
relating to incentives for retail colleagues of £20.8m and door
host costs of £33.7m. Store staffing costs include government
furlough support of £28.8m.

The movement in other store costs largely relates to
government businessrates relief of £70 8m, partly offset
by additicnal Covid-related cleaning and hygiene costs.

Distribution and warehousing reflects the increased costs
as aresult of online orders, as well as Brexit-related costs

of £9.0m and Covid-related hygiene and social distancing
measures. The Food business incurred total costs relating to
Brexit of £9.9m in the year; a detailed breakdown is given in
the Brexit section below.
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FINANCIAL REVIEW CONTINUED

QOCADO RETAIL LIMITED

UK:CLOTHING & HOME

The Group holds a 50% interest in Ocado Retail Ltd {"Ocado
Retail”). The remaining 50% interest is held by Ocado Group
ple ("Ocado Croup”). Full year results are consistent with the
quarterty resulis reported by Ocade Group on behalf of
Ocado Retail forthe quarterly periods ended 31 May 2020,
30 August 2020, 29 November 2020 and 28 February 2021.

Group share of consolidated results of Ocado Retail Ltd

52weeks

ended

£m 28Feb 2021
Revenue 2,353.2
EBITDA before exceptional items 182.9
Exceptional items 50.5
Operating profit 204.2
Profit after tax 156.8
M&S 50% share of profit after tax 78.4

OcadaRetall Ltd s reported as anassociate of M&S as certainnghtsarc conferred on
Qcada Group ple foraninitial period of at least five years fromacquisitron Cxceptienal
erms ara gefined wilhin the Ocade Group ple Annual Report and Accoun:s 2020 Aprior
year camparative s not provided nere as theinvestment nQcade Retad Lid was made
part-way through 2019/20

Revenue grew 43.7% on an annual basis due to strong demand
for online grocery, higher than normal basket sizeand a
smoothed trading profile across the week. Following switchover
on 1September, M&S products have accounted for over 25% of
the average Ccado basket.

Ocado Retail EBITDA before exceptionaliterns was £189.9m,
driven by the strong revenue growth and cost performance
reflecting a periad of sustained high dermand. Units per hour
throughput increased in customer fulfilment centres, with
operational improvermnents across the network. Trunking and
delivery costs reduced as a percentage of sales due to fewer
deliveries pervan, as aresult of a higher number of items
per basket.

In additicn, Ocado Retail has recognised £50.5m of exceptional
income before tax, largely related to insurance receipts for
business interruption for the period up to 28 February 2021
artsing from the Andover fire in 2019.

As aresult of strong EBITDA growth and insurance receipts,
Croup share of Ocado Retail profit after tax was £78.4m.

After a charge of £14.2m in adjusting items relating to the
amortisation of the intangible asset created by the investment,
Ocado Retail contributed £64.2m to Group profit after tax.

40 Marksand Spencer Group plc

Clothing & Home revenue decreased 31.5% as a result of the
impact on store sales of lockdowns and restrictions throughout
the year. Performance improved following store reopening in
quarter two and either side of the national lockdownin quarter
three, and the online business built mementum through the year.

% change Ql Q2 Q3 Q4 FY
Clothing & Home -61.5 =213 -251 -187 =315
Clothing &
Home stores -83.8 -395 -465 -606 <56.2
Clothing &
Home online 215 464 47.5 105.8 539
Clothing &
Home LFL -593 -21.2 -24.1 -155  -29.8

To enable greater insight into these movements, we are providing
further detail on the performance of each channel.

Online

52 weeks ended 27 Mar 21 28Mar 20 % change
Traffic (m) 175 308.8 35.2
Active customers (m) 9.0 59 52.5
Conversion (%) 7.2 6.3 09 pts
Average order value (f) 497 51.5 -3.5
Returnsrate (%) 8.8 280 -9.2pts
Revenue £m 1,109.7 721.3 539

UK Clothing & Heme online revenue increased 53.9%. Following
initial disruption in April, ontine sales remained strong and built
momentum, with quarter four revenue up 105.8%. Online
customer traffic increased 35.2% driven by both direct and paid
search helping to drive 52.5% growth in active customers to 9.0m
Crowth was led by mobile, with over 3.5m downloads of the M&S
app driven by the relaunch of Sparks. This led to increased app
usage, with 2.3m monthly active users (2019/20:1.2m), which also
helped to drive better conversion In addition, there was a benefit
from a ¢.0.9 percentage point reduction in returns rates
compared with last year due to changes in customer behaviour
and product mix during lockdown. This offset headwinds from
lower in-store orders, which are attributed to the online channel,
as well as a small decline in average order value as customers'
purchases focused on core product.




Stores

52 weeks ended 27 Mar 21 28Mar 20 % change
Foctfall, m

(average/week) 1.9 59 -67.8
Transactions, m

(average/week) 1.0 21 -b2.4
Basket value (£} 306 323 -5.3
Revenue £m 1,088.9m 2,487.8m -56.2

UK Clothing & Home store revenue decreased 56.2%: the impact
of national lockdowns, local restrictions and the shape of the
store estate adversely impacted the business with footfall down
67.8% and overall transactions down 52 .4%. Basket value fell 5.3%
in stores in line with online as customers’ purchases focused on
core product.

Total Clothing & Home

The Clothing & Home business in total generated an underlying
operating loss before adjusting items for the year of £129.4m
compared with a profit of £223.9min the prior year. While online
growth resulted in a substantial improvement in online operating
orofit, this was more than offset by the decline in stores, with
lower costs insufficient to offset reduced overall sales.

27Mar2) 28 Mar 20 Change
52 weeks ended Em £m %
Revenue 21986 3,2091 -31.5
Operating (loss)/profit
before adjusting iterns (129.4) 2239 -157.8
Qperating margin -5.9% 7.0% -12.9pts

The table below sets out the drivers of the movement in Clothing
& Home operating (loss)/profit before adjusting items. To improve
understanding, we provide additional infermation on Covid-19-
related impacts within adjusted profit. Some direct Covid costs
and government support are visible within the right-hand table
as they were incremental to 2019/20, whereas cther costs, for
example the ongoing costs of furloughed colleagues (£129.1my},
were alsoincurred in 2019/20 and s¢ are not visible. The full costs
and details of government support for furlough income and
business rates are detailed in a separate secticn.

— Cross profit decreased £611.7m or (218}bps. Adverse currency
moverments and under-recovery of fixed logistics costs within
rmargin impacted by (78)bps. Discounting increased (140}bps
driven by anincreased mix of clearance sales made at a higher
depth of cut than last year.

- Store staffing costs declined £147.6m, mostly as a result of
£42 6m of efficiencies enabled by technology improvements
in store. Store staffing costs include government furlough
support of £88.6m.

- The movement in other store costs largely relates to business
rates relief of £101.4m.

- Distribution and warehousing reflects the higher costs to serve
ontine demand, both from the Castle Donington warehouse
and shipments from store partially offset by volume savings
from reduced deliveries to store. The overallincrease in
distribution and warehousing costs was offset by delivery
incorne within revenue.
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- The declinein central costs was largely driven by lower
marketing activity, lower headcount and a reductionin
depreciation of technology assets as we move to cloud-based
solutions and assets reach the end of their useful lives.

Clothing & Home online generated an operating profit margin of
c14%, with higher volurnes leading to increased leverage of the
online fixed cost base. Profitability also benefitted from a
reduced returns rate, although this was partially offset by

the adverse impact of lower in-store orders. Conversely, the
operating loss in stores represented a margin on sales of ¢.(26)%.

INTERNATIONAL

Internaticnal revenue decreased 17.3% at constant currency
("CC") as stores were adversely impacted by rolling Covid
lockdowns and restrictions. Online sales remained strong
throughout, particularly in markets in which the Group has a
stare presence and through partner websites, with sales growth
of 114.3% to £165.7m.

Operating profit/(loss) TotalCEH  Operating profit/{loss) Total CEH

before adjusting items £m  before adjusting items £m

2019/20 2239 2019/20 2239

Cross profit 611.7) Lost gross profit (841.2)
from stores

Store staffing 147.6  Gross profit growth 2295
from online

Other store costs 1093 Direct Covid costs (18.7)

Distribution and (43.2) Covernment 196.4

warehousing support

Central costs 447 Othercost savings 807

2020/21 (129.4) 2020/21 (129.4)

% change to 2019/20 QIcc QZCC QICC QACC FYCC Report::
Total revenue -407 -92 -4 -102 -173 175
52 weaks ended 27 Mar 21 28 Mar 20 Change Change
Revenue £m £m % CC%
Clothing & Home 483.2 6207 -221 216
Food 296.1 3239 -86 -9.4
Total 7793 944.6 -17.5 -17.3
Memao:

Online revenue 165.7 77.2 N4.6 n4.3
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FINANCIAL REVIEW CONTINUED

The decline in Clothing & Home sales was driven by lower store
sales in the Republic of Ireland and India, and lower franchise
shipments, particularly to Asia, partly offset by online growth.
Food sales were more resilient, particularly in the Middle East
and Asia, as Cowvid disruption shifted habits to favour eating in.
This helped offset the steep decline in travel franchise salesin
Europe and Brexit retated disruption in quarter four.

Operating profit before adjusting items was down 59.3% driven by
the lower Clothing & Home sales and incremental costs relating
to Brexit. A detailed breakdown of this is given in the Brexit
section below.

Cperating profit before Operating profit before

adjusting items £m  adjusting items £m

2019/20 110.7 2019/20 10.7

Cross profit (87.9) Lost gross profit (i31.3)
from stores

Store staffing 14.0 Gross profit growth 434
frorn online

Other store costs 164 Online growth costs {23.6)

Distribution and M7y Government 131

warehousing support

Central costs 3.6 Othercostsavings 328

2020/21 451 2020/21 451

Cross profit decreased £879m as lower store sales were only
partially mitigated by strong online growth. Store staffing

and cther store costs declined. The costs of £310.8m relating to
salary costs of colleagues on furlough were partially offset by
government furlough support of £6.3m and reduced overtime
hours, while the group benefited from a further £6 8m of
government support for rent and rates across owned markets,
and £71m of rent relief. The increase in distribution costs largely
relates to the growth of online sales and costsincurred as a
result of Brexit of £6.2m which was only partly offset by lower
distribution costs on shipments to stores. Central cost reductions
were enabled by the shift to digital events from buying fairs and
reduced travel.

M&S BANK & SERVICES

M&S Bank & Services income before adjusting items was down
£14.8m to £2.0m. This was the result of a significant decrease in
income from credit card and travel money sales. M&S Bank and
services income after adjustingitems relating to PPl decreased
£4.6m to £(C.4)m.
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COVID COSTS

In the following table we set out identifiable costs with adjusted
profit related to Covid. We incurred a number of direct Covid
costs such as door hosts and hygiene of £63.2m, incentives for
working through the pandemic for non-furloughed colleagues of
£28.5m and there was a slight reducticn in colleague holiday
hours of £3.9m.

In addition business rates relief of £174.6m partly compensated
for the substantial loss of trade from closed space in Clothing &
Horme and hospitality areas and franchise stores in Food.

Finally, identifiable costs include government grants for furlough
income of £131.5m, which were more than offset by the salary
costsincurred for furloughed colleagues of £181.8m.

Costs relating to
Covid within adjusted
loss before tax in Group C&H Food International
2020/21 Em £m £m £m
Operational
costsrelated
to Cowid

Incentive for
non-furloughed
colleagues
Estimated lower
colieague
holiday hours 39 1.5 2.4 -
Direct Covid
costs

{63.2) (13.8) (49.4) -

(28.5) (6.4) (22.0) {0.1)

(87.8) (8.7) (69.0) (0.0

Covernment
business rates
relief for

lost trade 174.6

101.4 708 24

Covernment
grants - furlough

income 131.5 95.0 302 6.3

Government

support 306.1 196.4 101.0 8.7

Year-on-year
Covid impacts
within
segmental
profit bridges
Salary costs for
furloughed
colleagues
Total cost
impactin
adjusted profit

218.3 177.7 32.0 8.6

(181.8) {129.1) (41.9) {10.8)

36.5 486 (9.9) (2.2)




BREXIT

ADJUSTING ITEMS

The fellowing estimated cost impacts were incurred by the Group
in 2020/21 as a result of Brexit.

2020/2 UKFood International Tatal
Administrative

operating costs 9.9 41 14.0
Tariffs - 2] 21
Net costs 9.9 6.2 16.1

Administrative costs include additicnal supply chain costs at the
Mctherwell and Faversham depots as well as costs of a digital
track and trace platform, additional variable cost per tray,
veterinary certification costs and the one-off costs of change.
Tariffs relate to duty on expaorts of Clothing & Home and
elements of the Food catalogue into the EU.

In addition, the Croup saw adverse trade impacts including the
restriction of trade on certain products, port delays and
increased operational complexity reducing availability.

NET FINANCE COST

52 weeks ended
27 Mar 21 28 Mar 20 Change
£m £m £m

Interest payable (89.9) (80.5} (9.4)
Interestincome 4.7 145 (9.8)
Net interest payable (85.2) (66.0} (19.2)
Pension net finance income 47.2 236 236
Unwind of discount on
Scottish Limited
Partnership lizbility 4.9 6.9 2.0
Unwind of discount
an provisions 2.7) 4.9 2.2
Net financial interest (45.6) (54.2) 8.6
Net interest payable on
lease liabilities {122.5) (133.4) 10.9
Net finance costs (168.1) (187.6) 19.5

Net finance costs decreased £19.5m to £168.1m. This was primarily
due to higher pension income due to the increased IAS19 pension
surplus at last year end. In addition, there was a decrease in the
interest payable on lease liabilities offset by lower interest
received on depaosits and higher interest payable on debt due

to a credit rating downgrade and the premium paid as part

of the buyback of bonds.

GROUP PROFIT BEFORE TAX & ADJUSTING ITEMS

Croup profit before tex and adjusting iterns was £50.3mona
63-week basis, down £352.8m on last year. The profit decrease
was driven by the decline in Clothing & Horme and International
cperating profits.

GROUP LOSS BEFORE TAX

Croup loss before tax was £209.4m on a 53-week basis, down
£276.6m on last year. This includes adjusting items of £259.7m
on a 53 week basis (last year £335.9m).

The Group makes certain adjustments to statutory profit
measures in order to derive alternative performance measures
(APMs) that provide stakeholders with additional helpful
information and to aid comparability of the performance of the
business. For further detail on these charges/gains and the
Croup's policy for adjusting items, please see notes Yand 3to
the financial statements.

53 weeks SZweeks
ended ended
27 Mar 21 28 Mar 20 Change
£m £m £m

Strategic programmes —
Organisation (133.7) (13.8) (119.9)
Strategic programmes -
UK store estate {95.3} (29.3) (66.0}
Strategic programmes -
Other (5.8) (27.3) 215
Directly attributabie to Covid ac.s (163.6) 254.4
Intangible asset impairments (79.9) (13.4) (66.5)
Sparks loyalty
programme transition (16.6) - (16.6)
Amartisation and fair
value adjustments arising
from the investment in
Ocado Retail Limited (14.2) {16.8) 26
Remeasurement of
contingent consideration
including discount unwind on
Ocado Retail investment (6.8) (2.9 39)
Establishing the investment
in Ocado Retail Limited a7 0.2) (0.5)
Store impairments and other
property charges &89 (78.5) 854
M&S Bank charges incurred
inrelation to insurance
mis-selling and Covid
forward economic
guidance provisicn (2.4) (12.6) 10.2
Other (1.0 235 (24.5)
Adjusting items (259.7) (335.9) 76.2
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FINANCIAL REVIEW CONTINUED

On a 53-week basis, adjusting itemns charges were £259.7m, with
£16.9m incurred in week 53, largely related to restructuring costs.

A charge of £133 7m has beenincurred inrelation to
organisational change. This included the integration of more
flexible management structures into store operations, as well as
the streamlining of store and management levels as part of the
Never the Same Again programme, This resulted in a reduction
of ¢.8,200 roles across support centres, regional rnanagerment,
and UK stores, with associated redundancy costs of £99.7m.

We expect this restructuring te generate annualised cost savings
of atleast £115m.

Acharge of £95.3m has beenrecognised in relation to store
closures identified as part of transformation plans reflecting an
updated view of latest closure costs asa result of anincrease in
the number of stores in the programme. Further material charges
redating to the closure and reconfiguration of the UK store estate
are anticipated as the programme progresses with total future
charges of up to c.£268m estimated over the next 10 years,
bringing anticipated total prograrnme costs since 2M6tcbe

up toc.£926m.

Againaf £20.8m has been recognised as being directly
attributable to the Covid pandemicrelating to the release

of a portion of the inventory provision made in the prior year
compared to initial estimates of fset by further costs relating to
cancellations and storage. The sell-through of Clathing & Home
stock has been much stronger than anticipated.

A charge of £799m has been recognised inrelation to
impairment of intangible assets, comprising £39.6m for the
impairment of Per Una goodwill, and the balance for replaced,
retired or decommissioned computer software assets.

Charges of £16.6m have been incurred in relation to the one-off
transition costs associated with the closure of the old Sparks
loyalty scheme following the launch of the new programme in
July 2020.

A charge of £14.2m has been recognised relating to the
amortisation of intangible assets acguired on the purchase
of our share in Ccado Retail.

Again of £6. 9m was recognised relating to the reversal of
previcusly recognised store impairments of fset by newly
impaired stores. The Group has revised future projections for
UK stores (excluding those stores which have been captured as
part of the UK store estate programme) for the current view of
pressuresimpacting the retail inclustry, which is less negative
overall than previously projected.

Charges of £2.4m have been incurred relating to M&S Bank,
primarily due to the insurance mis-selling provision. The Croup's
share of the total insurance mis-selling and forward economic
guidance (FEG) provisions of £338.3m exceeds the total offset
against profit share of £2251m to date and this deficit will

be deducted from the Group's share of future profits from

M&S Bank.

TAXATION

The effective tax rate on profit before adjusting items was 56.5%
(50.3% on a 53 week basis; 2019/20: 20.7%). The effective tax rate
on statutory loss before tax was a credit of 3.4% (credit of 3.9% on
a 53 week basis, 2019/20: charge of 59.3%) due to the Group
statutoryloss offset by the impact of disallowable adjusting
items. Given the lower level of profits, the effect of the recapture
of previous tax relief under the Marks and Spencer Scottish
Limited Partnership (*SLP") structure has increased compared
with previous years, Next year, we anticipate an effective tax

rate on profit before adjusting items of ¢ 26% partly due to the
continuation of the recapture of previous tax retief,
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LOSS/EARNINGS PER SHARE

Basic loss per share was 9.8p (last year earnings of 1.3p), due to
the decrease in profit year on year and the increase in weighted
average shares outstanding. The weighted average number of
sharesimissue during the period was 1,953.5m {2013/20: 1,894 9rm).
Basic loss per share on a 53-week basis was 10.1p.

Adiusted basic earnings per share was 1.1p {last year earnings of
16.7p) due to lower adjusted profit year on year. Adjusted basic
earnings per share on a 53-week basis was 1.4p.

CAPITAL EXPENDITURE
53 weeks 52 weeks
ended ended
3Apr21 28 Mar 20 Change
£m £m £Em
UK store remodelling 270 60.3 {33.3)
New UK stores 149 333 (18.4)
International 67 15.7 9.0)
Supply chain 25.2 392 (14.0)
IT&M&S.com 476 81 (33.5)
Property asset replacement 19.2 102.4 (83.2)
Acquisition of Jaeger brand 6.3 — 6.3
Capital expenditure
before property
acquisitions and disposals 146.9 332.0 (185.1)
Property acquisitions
and disposals 0.3) 27 24
Capital expenditure 146.6 329.3 (182.7)

Group capital expenditure before disposals decreased £1827m to
£146 .6 as a result of careful management of discretionary
spending as a result of the pandemic.

UK store remodelling costs related to Food renewal stores and
the repurposing of space from Clothing & Home and cafes to
Food. Spend on New UK stores related to seven Simply Foods
and three full-line store openings inthe year.

Supply chain expenditure reflects investment in Food eguipment
and fleet to support anticipated volume growth, investment

in a second Food ambient national distributicn centrein

Milton Keynes and spend on improvements to Castle Donington
capabilities and our Bradford warehouse to suppart

online expansion.

IT & M&S.com spend includes costs related to the licence for the
Food ordering and allotation systern and invesimentin digital
capability for example, to support integration of more flexible
management structures into store operations.

Property asset replacement decreased £83.2m due to the prior
year asset replacement pragramme in stores, although this will
normalise towards pre-pandemic levels going forwards,



CASHFLOW
S2weaks
S3weeks ended
ended 28 Mar 20
3Apral restated Change
£m £m £m
Adjusted operating profit 222.2 590.7 {368.5)
Depreciation and
amortisation before
adjusting items 603.1 632.5 (29.4)
Cash lease payments (316.6) (335.7) 191
Working capital 268.1 (67.8) 3358
Nefined benefit scheme
pension funding (370 (37.9} 0.8
Capex and disposals {203.8) (325.9) 1221
Financial interest
and taxation (81.8) (171.1) 893
Investment in associate
QOcado Retail Limited 1.2 (577.8) 5890
Investment injoint venture (2.5) (2.5) -
Employee related
share transactions 185 97 8.8
Proceeds from rights issue
net of costs - 5744 (574.4)
Share of profit from associate (78.4) (2.8) (75 .8)
Cashreceived from
settlement of derivatives 140 7.7 6.3
Adjusting items outflow (120.5) (88.0) (32.5)
Free cash flow 296.4 205.7 90.7
Dividends paid - (191.1} 1911
Free cash flow after
shareholder returns 296.4 14.6 281.8
Opening net debt excluding
lease liabilities (1,388.6) (1,404.7) 16.1
Free cash flow after
shareholder returns 296.4 14.6 2818
Exchange and other
non-cash movernents
excluding leases (17.8) 1.5 (19.3)
Closing net debt excluding
lease liabilities {1,110.0) (1,38B.6) 278.6
Opening net debt (3,950.6) (3,981.5) 30.9
Free cash flow after
shareholder returns 2964 14.6 2818
Decrease in lease obligaticns 184.3 2014 (171)
New lease commitments
and remeasurements 48.3} (204.1) 155.8
Exchange and other
non-cash movements 23 19.0 (16.7)
Closing net debt (3,515.9) (3,950.6) 434.7

2019/20 net debt and free cash flow higures have been restated Duetoachangein
the Group's accounting volicytorecogn se BACS payments at the selllement date,
rather than when thay are initiated, to more appropriately reflect the nature of these

transactions, the comparative amaount s have been restated

The business generated free cash flow of £296.4m, largely driven
by working capital inflow, reduced capital expenditure and lower
tax payments, which mare than of fset the lower adjusted
operating profit.

The working capital inflow since year end 2019/20 was driven

by higher payables in Clothing & Home and Food (¢.£125m)
largely due to the extension of payment terms for C&H suppliers
and the timing of payments. Lower stock was a result of strong
Easter trading and the higher stock at prior year end resulting
from lockdown. Franchise receivables reduced due to travel
store closures,

Lower capital expenditure largely reflects the reduction
of discretionary spending as a result of the pandemic.
Cash capital expenditure includes t / 7.2m relating to prior
year capital accruals.

The decrease in financial interest and tax payments to £81.8m
is due to the reductionin UK corporation tax paid reflecting the
full year taxable loss position.

Defined benefit scheme pension funding of £37.1m reflects
the second limited partnership interest distribution to the
pension schema.

Adjusting iterns cash outflow was £120.5m. Thisincluded

£92.1m relating to the costs of organisational change, £10.9m in
relation to the store closure programme, £6.2m paid for deep
storage and fabric during the Covid pandemic, £5.6m in relation
to the transition to the new Sparks loyalty programme, £2.4m for
M&S Bank, and £1.7m relating to costs associated with the launch
of M&S product on the Ocado Retail platform.

Annual Report & Financial Statements 2021 45

-
=3
o]
o
m
o
4
(s
w
-
€
3
=
)



FINANCIAL REVIEW CONTINUED

NET DEBT

DIVIDEND

MNet debt excluding lease liabilities decreased £278.6rm from the
start of the year.

There was a further reduction in the value of discounted lease
obligations outstanding. New lease commitments and
remeasurements in the period largely relating to 11 properties
ware £48 3m of which 10 opened inthe year Thiswas maore
than offset by £184.3m of lease repayments.

The composition of Group net debt is as follows:

52weeks
53 weeks ended
ended 28Mar 20
3Apr2l restated vE
Em £m £m
Cash and cash equivalents 674.4 254.2 420.2
Medium Term Notes {(1,682.1) (1,536.2) (1459)
Current financial assets
and other 832 961 129
Partnership lability (185.5) (202.7) 17.2
Net debt excluding
lease liabilities (1,110.0)  (1,388.5) 278.6
Lease liabilities (24059) (2,5620) 1561
—Full-line stores 982.6) 11,054.8) 72.2
- Simply Food stores (727.0) {(747.7) 207
— Offices, warehouses
and other (494.5) (523.7) 29.2
—International (201.8} (235.8) 340
Group net debt (3,515.9) (3,950.6) 434.7

7019/20 netdet and free cash flow figures have becn restated Dustoachangeinthe
Group's accounting policy to recognise BACS payments al the settlement date, rather
thar wher they are inihiated, to more sppropriately reflect the nature of these
transact’ons, the comparative amounts have becn restated.

Of the outstanding discounted lease commitment at period end,
approximately 40% related to full-line stores and 30% to Simply
Food stores, with 8% relating to International leases and the
balance largely relating to warehousing and offices.

LIQUIDITY

At year end, the Group held cash balances of £674.4m

{2019/20 £254 2m), with undrawn facilities of £1.1bn expiring
April 2023 This strang liquidity position is as a result of free
cashflow performance and a £300m bond issuance in Novemnber,
which was used to party refinance the bond rmaturity duein
December 2021.

The refinancing of the Group’s December 2021 maturity, along
with the successful negotiations in March 2021 to extend the
relaxaticn of covenant measures on the revolving credit facility
up to and including March 2022 mean that the Group has liquidity
headroom of over £1.5bn.
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We chd not pay a final dividend for 2019/20 and the Board has
previously announced the decisicn not to pay a dividend for the
2020/21 financial year.

PENSION

AL 3 April 2021, the IAS 19 net retirement benefit surplus was
£631.4m(2019/20: £1,902.6m). The surplus at last year end had
increased significantly due to unusually high credit spreads as a
result of Covid. During the year, credit spreads have reverted to
more normalised levels giving rise to the decrease in the surplus.

The Trustee of the UK Defined Benefit Scheme has commenced

a triennial actuarial valuation of the Scheme at 31 March 2021 as
required by statute. The assumptions te be used are agreed
between the Trustes and the Campany. The Scherne surplus on

a statutory basis was £652m at the last actuarial valuation in 2018,

In Septernber 2020, the Scheme purchased additional pensioner
buy-in policies with insurers for approximately £750m. Together
with the policies purchased in April 2019 and March 2018, the
Scheme has now, in total, insured arcund 80% of the pensioner
cash flow liabilities for pensions in payment. The buy-in policies
cover specific pensioner liabilities and pass all risks to an insurer
in exchange for a fixed premium payment, thus reducing the
Group's exposure to changes in longevity, interest rates, inflation
and other factors.

STATEMENT OF FINANCIAL POSITION

Net assets were £2,285.8m at the year end, a decrease of 38%
since the start of the year largely due to the decrease in the net
retirement benefit surplus and the Group loss for the year.

Eoin Tonge, Chief Financial Officer



STRATEGIC REPORT

RISK MANAGEMENT

Therisks and uncertainties that we face as a business continue to evolve.
We see risk management as an essential tool to support the successful delivery of our

- « - ). . [vd
transformation and broader strategic priorities and allow us to respond effectively to the S
challenges facing our business, the retail sector and the communities we serve. =
3
w
APPROACH TO RISK MANAGEMENT with mitigation plans which are The overall assessment of our principal E
o Lo risk - approved by their respective leadership  risks and uncertainties considers the o
Jur a[pprodac ons ) rpﬁnzgzr_?iént 15 it teams and discussed with appropriate impact of changes in the external
simpleand practical. The Audit Committee, Executive Committee members. environment, our strategy, our
under delegated authority from the . transformation programme, core
Board, is accountable for overseeing the — Direct reporting to the Audit . ’ .
: i . : - - cperations and our engagement with
effectiveness of ourrisk management Committee of risk and mitigating external parties
process, including identification of the activities by each of our businass and e ’
principal and emerging risks facing M&S. functional leadership teams onan The output from the above processis
The risk management process annual basis. subject tc periodic review and challenge
mirrors the M&S operating model — Aformal half-yearly review of all risk :Ur']th the ‘?"ef“.“l:’e dlrectsrs‘.tstugsteqtﬁently,
ith each business and functional area registers by the Group Risk team. € principat risis are sUbmitied to the
¥ Audit Committee ahead of final review

heing responsible for the ongoing
communication and feedback of their
existing and emerging risks. This process
comprises the identification, assessment

— Forming an overarching summary view and approval by the Board.
of risks, combining both top-dewn and
bottom-up perspectives, tc provide a
consolidated view of Croup-level risks.

Underpinning this process is the Group
Risk Management Policy which continues

and effective mitigation of their risks, as to be reviewed to ensure that it remains
well as continuous monitoring for changes  ~ Swift and continuous action to appropriate for cur business needs and
to their risk profiles (see diagram below). reassess risks across the business governance responsibilities. Anoverview
Thisincludes: in response to significant changes of the key features of the Policy and the
- Risks consistently identified, measured or events. ESF ;f;& Q?gﬁicﬁngn;: g;asmtles are set
and reported against set criteria which - Proactive consideration of emerging )
considers both the likelihood of risks where the full extent and The directors’ assessment of the long-term
occurrence and potentialimpact to implications may not be fully viability of M&S is also reviewed annually,
the Group, with clear ownership. understood but need tobe rmindful of the principal risks faced. The
— Each business and functional area monitored nevertheless. iggrbo;fg]uf:é 215;5;5@;2%;@9 term viability

rmaintaining detailed risk registers

RISK MANAGEMENT PROCESS AND GOVERNANCE OVERVIEW

The following diagrams provide an Internal reporting Parties involved External repcrting
overview of the risk management }

4

process and activities undertaken
withinour business that allow Consolidated Group-levelrisks ; - M&S Board Principal risks
the Board to fulfilits obligations - Consolidation of significant risks from 8 - Audit and uncertainties
gr(;céeerztg%COrporate Covernance underlying risk registers & Committee — Asummarised
- Qverlay of Croup-levelrisks '2 - Executive ve‘rs((.)n Of‘
- Review and agreement of the principal Committee principal risks fqr
. . . external reporting
risks by the executive direclors - Group i
_ : Risk team - Reviewan
Review and approval by the Audit Committee approval by
the Boardand

Ongoing
communication
& feedback

Business and functional risk registers \/ Audit Committee
- Development and ongoing maintenance of
risk registers, including consideration of

emerging risks, by the business and functional
leadership teams

- Review and challenge of risk content and
quality of mitigation plans by Croup Risk
- LR;s:\;i‘ew aﬁdfchallenge of risks at - Group
L. - . . eadership forums .
Risk identification 8 ownership a Risk team
. . 3 - Business
! Risk assessment Currentissues and areas of change £ and
- - Monitoring of emerging areas of change 8 functional
n Risk response or issues that may become significant at ° leadership
Risk monitoring, aGroup level @  teams

reporting & escalation
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STRATEGIC REPORT

PRINCIPAL RISKS AND
UNCERTAINTIES

The business has continued to follow

our risk management disciplines and
managed risks in line with good practice.
Qur established processes have operated
to allow consideration of the principal risks
and uncertainties to be undertaken in
accordance with the methodology
outlined on the previous page, and in line
with our annual timetable. The impact of
the pandemic during the year triggered
the need to consider the specific
conseqguences of the virus on the risks we
manage, both at Group and at business
and functianal level. This activity has
continued throughaout the year.

Our disclosure therefore provides an
overview of the key actions we have
implemented and maintained as a result
of the pandemic, including those that

we will retain as a permanent feature of
business activity. The longer-term
conseqguences of the pandemic on our
principal risks and the mitigations that
feature alongside have beenincluded
within the narrative on pages 51to 56.

This should be read in conjunction with the
narrative included in the business updates
of the strategic report to provide an
understanding of the risks and, in some
instances, opportunities, facing M&S.

EMERGING RISKS

CHANGES TO OURRISK PROFILE

We have made the following changesto
our principal risks to emphasise areas
where our focus has changed, and to
those where we want to strengthen the
articulation of our risks and reflect

their connectivity:

We are including social, ethical and
environmental considerations as a
new area of focus. This reflects our
awareness of the impact of our own, and
associated third-party, activities acrass
these areas of responsibility, and our
commitments toactina manner that
meets with the expectations of

our stakeholders

Following the launch of M&S products
online, our previously disclosed Food
Online risk has changed direction. This
has been replaced with a new risk that
emphasises our focus on shaping our
long-term investment in Ocado Retail
to drive further synergies and growth,
while continuing to maintain our
supply obligations.

Qur articulation of the following risks
have evelved more materially:

- The focus of our Brexit risk has
shifted from the uncertainty of the
eventitself, to understanding and
responding to the specific unknowns
that remain prominent, like the
implications at the end of the EU-CB
grace period on the flow of product
nto the UK, and the long-term status
of the Northernireland Protocol on
our operations and performance.

- Qur strategic third party relationships
play asignificant role in supporting a
wide range of business activities and
risk mitigation, like supporting our
source-to-shelf processes, our
compliance cbligations and in
helping maintain key infrastructure.
Toreflect the extensive role of our
third-party relationships, we have
disaggregated our previously
disclosed Third Party Management
risk and incorporated key elements
intc other principal risks.

- Taking a similar approach, our Brand,
loyalty and customer experience
risk has also been fragmented, A key
component of this risk was the state
of our loyalty programme, which had
previously not evolved in line with the
market and expectations. Following
the successful relaunch of cur Sparks
programme, this risk etement has
been removed, but we continue to
recognise the strategic importance of
our loyalty programme in supporting
our trading performance. In addition,
delivery of good customer experience
underpins a numkber of our other risks
and we believe that all of currisks
may have an overarching, adverse
impact on our brand and reputation
should they materialise.

Aswell as understanding the spectrum

of risks that we face today, awareness of
emerging risks is impoertant in driving
effective strategic planning. This allows us
to monitor and understand future impacts
and build these into cur decision-making
processes. Key emerging risks that we are
monitoring include:

- Theimpact of climate change onour
operations, supply chain, regulatory
environment and our ability to continue
providing high guality products to
our customers. Linked to this, our
respanse to climate change risks arising
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from our business operations are
explained in our climate-related
disclosure on pages 74 to 76

The impact of regulatory changes,
such as the potential introduction of an
attestation over internal controls,
similar in nature to the US Sarbanes-
Oxley ("SOX) legistation, in the UK and
the replacement of the Financial

Reporting Council with a new regulatery

body, which could impact the strength
and oversight received as well as
increase the scrutiny on auditing and
future reporting requirements.




WHAT WE HAVE LEARNT FROM
THE PANDEMIC

The impacts of the Covid-19 pandemic
asit evelved over the past year have
influenced the profile of our principal risks
and directed a stronger control
environment, with improved flexibility,
that allows key mitigating activities to

be adapted in response to such events.
We have taken the opportunity to
strengthen the overall governance and
effectiveness of our crganisational
activilies by re-exarmining our disciplines
and ways of working in key areas as a result
of what we have learnt from the pandemic.
Many of these activities now form a part of
permanent business activity.

What we have done well

The business has demanstrated great
resilience and capability inrespending

to one of the biggest crises experienced.
Qur ability to determine, plan and execute
changes swiftly and effactively with
strearnlined processes, leaner teams

and enhanced technology and digital
enablement are some of our key success
factors. These also underpin our Never the
Same Again programme that has allowed
us to bring forward our transformation
and emerge as a more responsive,
adaptable and faster-moving business.
Key achievernents include:’

Maximising commercial opportunities by:

— Quickly responding to custcmers
wanting greater flexibility, convenience,
and safer shopping, by improving our
website capabilities, our M&S app,
expanding online fulfilment, click &
collect and home delivery options.

0o00®

Refocusing our strategy to:

- Establish ourintegrated Clothing &
Home online and data business division,
MS2, to maximise online opportunity. @

- Use our stores as fulfilment centres for
online orders, enabling better stock
rotation and responsivenessto
customer demand. {J)

Delivering key transformational projects,

and driving other improvements, with

more focus and agility through:

- The successful transition of M&S Food
online with Ocado Retail. @@

* Principal risks

u Trading performance Talent, culture

recovery and capability
Business Food safety
transformation and integrity

e Brexit

0 Ocado Retail Social, ethical

responsibility

@ Liquidity and funding

and environmental

- Therelaunch of Sparks as a Digital First
loyalty programme, which continues to
see high levels of membership uptake.

- Focused effortin Clothing & Home to
deliver a faster moving range,
supported by shorter supply chain
cycles that provide flexibility and speed
in adapting to changes in customer

demand. @)@

- Improved collaboration with our
suppliers to reduce and/or postpone
Clothing & Home uider s, improving our
liquidity and stock position. @) @

Improving our organisation and Ways of

Working by:

- Using technology to enable a
permanent shift towards flexible
working that continues to aliow the
business to work remotely (locally and
internaticnally) without the loss of
business-critical systerns. @@

- Streamlining and strengthening
leadership roles. @)

- Restructuring our stores to focus on
front-cf-house service, with leaner
multi-tasking teams, more flexible
working, roll-out of market-leading
store technology and an overall
reductionin operating costs () @@

- Adopting technology te support
assurance activities, including third-
party audits, and to access live data
relating to compliance activities.

- Collaborating with suppliers to use
technology capabilities on product
innovation, design and sampling. @)

Strengthening our governance by:

- Operating a simplified delegation of
authaority that drives action-crientated
decision-mzking by removing the need
forexcess hierarchy, which allowed us to
execute changes promptly in order to
optimise our pandemic respense.

- Applying a more consistent approach to
return on investment and increased
focus on overall cash management,
inctuding working capital. € @)

0 Technology and
digital capability

Business continuity
and resilience

o Intormation security
Corporate

compliance
and responsibility

Leading the pandemic response by:

- Actively influencing gevernment
guidance in the retail sector for the safe
aperating of our stores and warehouses.

Where we have more to do

While we have successfully navigated
our business through the pandemic,

we recognise that there are scrme areas
where we need to go further to prioritise
parts of our transformation and improve
our disciplines, such as te:

-
™
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- Accelerate our store estate
transformation to meet with the needs
of a modern trading environment.
Executing this remains challenging due
to parts of our property portfolio being
considerably aged and the historic
underspend in this area, which are
exacerbated by the influence cf the
pandemic on the property market.

- Address our historically slow
performance to drive improved
availability and lower levels of waste,
through an optimised supply chain. To
address this, the business is focusing on
delivering faster moving and innovative
ranges at trusted value, which will allow
for more efficient cost bases and
improved range and volume planning.

- Being better prepared to address a
sirnilar crisis situation, like the
pandemic, by ensuring that we
communicate in an even more timely
rmanner with our stores around centrally
agreed response plans and activities to
allow colleagues more time to prepare
and execute changes effectively. This
includes equipping colleagues with the
reguired tools and guidance, as well as
consistent messaging from across
multiple central teams. In addition to
this we need to establish stronger
discipline in our stores and warehouses
to follow guidance, such asarocund
social distancing, to prevent breakouts
and mulbiple self-isolations.
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HOW OUR ASSURANCE PROCESS HASEVOLVED AS ARESULT OF THE PANDEMIC
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Cur Never the Same Again programme
has been used to implement learnings
from Covid-19 as part of our permanent
Ways of Working and o support key

risk mitigations.

Throughout the pandemic we have maintainad robust
controls cver our compliance responsibilities, such as

for Food Safety, and Fire, Health & Safety (FHS), and
recognised the importance of continued visibility of this,
Responding to the lockdowns and government guidance
on safety has allowed us to demonstrate how we can
evolve our assurance aclivities to maintain adequate
visibility of controls without significantly impacting

the effectiveness of our control environment.

Associated principal risks

Food safety and integrity @@
Corporate compliance and respansibility
Technology and digital capabilities @)

Centralised compliance
platformand reporiing
tool loview FHS datain

realtime

Assurance

activities

We have refined some of our assurance
programmes to allow for continuous desk-
based auditing combired with apprepriate

in-person validations that replace entirely
on-siteinspections.

Colleaguein store
confirming store opening
checks through cur app

across UK and
international locations,
including stores,
warehouses and offices,
aswellasfranchise-
owned stores and
supplier faclories

FHS documentation
largely stored locally, on
paper (risk assessments,
evidence of safety
checks, etc)

Manual submission

of ncident and

accident data, used
centrally to create
management reporting.

restrictions in the UK
andinternationally
making travel and
access to sites far FHS
inspections unfeasible.

Respurce pressures
impacting second Line
assurance teamsas
wellas the experience
instores

Asubstantial increasain
external enforcemen
actrvityinthe UK and
internationalty.

Marks and Spencer Group plc

remote audits, including
live video streaming,
Leading the Food
industry response by
setting up remote
supplier factory

audits nternationally.

Use of third-party
assurance output to
suppart gapsinvisibility
of supplier sites during
remaote audits (e g. pest
control reports)

introduced cormnpbance
self-assessments for
sites, central storage

cf risk assessments,
enabled live update of
accident data and of
store opening and
closing checkstoa
centralreporting
systemand anapp

Actively worked with our
UK Primary Authority
Fartner to strengthen
our Covid-19risk
assessments and agree
our revised assurance
methodology.

Where we started The challenge Qur response Never the Same Again
- Primarily site-based - Covernment guidance - We redesigned our - Risk-based audit
audit programmes and lotkdown processes by setlingup programme with

targeted on-site
inspections supported
by remole assessments
using real-time data
and digitally stored
FHS information

Live datamigrated to
our Big Data platiorm
and accessible through
anapp

- Driving greater

accountability at sites
for actively reporting
and supporting
remote audits,

Behavioural changes
driven by the
pandemic will keep
safetyatthe
forefront of

our minds for

AT years

- Ininternational, our

assurance processes
continue to be adapted
aslocaliockdowns
changeindifferent
countries However
rermote audits will
continue tobe usedin
thelonglerm,tc
support more frequent
visibility in higher-risk
areas and to upskill
localteams in FHS



PRINCIPAL RISKS AND UNCERTAINTIES

RISK

RISK

Risk movement
GD Nochange (T) Increased net risk exposure IIl A strong Food business positioned

@ New risk

DESCRIPTION

Trading performance recovery

Failure of our Food ang/cr Clothing & Home business
to effectively and rapidly respond to the pressures of
an increasingly competitive and changing retail
environment, including recovery from the pandemic,
would adversely impact customer experience,
operationat efficiency and business performance.

Context

- M&Scompeteswith adiverserange of retallersinan
increasingly challenged sector faced with continued
costand pricing pressures, shiftsin consumer behaviours
and a broad range of macroeconamic uncertainties, all of
which have been exacerbated by Covid-19.

- Responding with cormmercial agility as we emerge from
the pandemic to deliver the right product ranges and
style credentials from source Lo shelf, with clear pricing
architecture and availability, has become mare
imperative Qur ability to predict and meet changing
customer expectations and demand as conditions
‘normalise’ willimpact our success indeing this

- Underpinning cur recovery is our programme of
transformaticnal improvements, detays towhich
could sterm our recovery and negatively impact
our performance.

Oversight by Executive Committee

(Is]5]

Link to strategic priorities

DESCRIPTION

Business transformation

A failure to execute our transformation and cultural
change initiatives with pace, consistency and cross-
business buy-in willimpede our ability to improve
operational efficiency, competitiveness, and to
restore the business to sustainable profitable growth.

Context
Critical projects underpinning our transformation include.

- Continuing to evaluate our transformation programme in
response to longer-term changes in customer behaviour,
including those directed by the pandemic and Brexit

- Reshaping, medernising and delivering a UK store estate
that s fit for the future, with the right stores in Lhe right
spaces, improved integration between online and store
experience as well as creating shopping facilities that
drive cmni-channel growth and meet the expectations of
our target customers

- Modernising our supply chain and logistics activities to
improve speed, operational effectiveness and availabitity and
toreduce costs. Supported by investrment in legacy systems

- Functicnally led transformations relating to people,
technology, and digital and data are key to supporting
overall business change

Oversight by Executive Committee, Strategy and
Transformation Office

E

Stralegic priorities

Link to strategic pricrities

R forgrowth
(_D Reduced net risk exposure

MITICATING ACTIVITIES

Strong senior leadership team capabilities in both Food and
Clothing & Hame through continued targeted recruitment.

An established operating model consisting of a family of
accountable businesses who share M&S brand values,
support functions, technolegy and custormer data.

Managing Directars for each of thase businesses with full
accountability for their performance.

Operating Reviews to enable executive oversight and
effective governance of each business.

Continued delivery and discipline around cost, range,
value, prices and availability to broaden customer appeal.

Expanded initiatives to make products available
conveniently to customers through cantactless home
delivery and Scan & Shop

Key developments

Our Never Lthe Same Again programme clearly aligned with
the strategy and objectives for each area of the business.

Established an integrated online division, MS2, 1o
turbocharge online growth for Clothing & Home, and
introduced new brands.

Relaunched "Remarksable” in Food to promote trusted
value, and established cur"Food Innovalion Hub”
Proactive management of excess stock resulting from
the lockdowns.

Expanded our International anline biusiness, with launch
of new websites providing access to more markets.
Evelved our Sparks programme to reach 10m users,
with access to more customer data Linked to driving
commercial decisions and personalised relationships

MITICATING ACTIVITIES

Continued focus on our Never the Same Again approach
to prieritise transformation delivery, balanced with robust
cash management disciplines

Applying programme giovernance principles for all core
projectswith clear accountabilities and milestones in place.

Maintained mamentum to deliver supply chain
capabilities and efficiencies across the Food and
Clothing & Home businesses.

Key developments

on Ocado Retail and growing capacity

Set up of our Strategy and Transformation Office to drive
Group-level focus, consistency and challenge.

Key online growth initiatives executed and planned
through Ccado Retail and MS2.

Reshaping the store estate strategy to direct accelerated
transformation, including pricritised site redevelopments,
delivery of more new format stores and planned closures,

Continued development of the Vangarde Supply
Chain Prograrmme in Food, which is delivering
improved availability.

An omni-channel Clothing & Home business driven by are-shaped
product engine

A successful transition to M&S product Accelerated rotation of the Store Estate

International business focused on major partnerships and ontine
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PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

RISK

@

DESCRIPTION

Brexit

Failing te mitigate the cantinuing costs and friction
arising from the complexities surrounding the

border and further developments in the Trade and
Cogperation Agreement {"TCA") may nave a significant
and long-termimpact on our trading performance.

Context

Asa resull of the implications of the UK's exit from the
European Union (EU), our EU businesses need to be
reconfigured to manage new challenges. in addition,
anumber of uncertainties still remain following Brexit that
are largely outside of our control and require continued
monitoring and flexibility In our response. Key implications
of these mclude.
- Permanentincreases in cost biase and time relating toihe
movemenit of goods across borders and compliance
with the TCA including the evolving requirements of the
Northern Ireland Protocol and eventual end of the EU-COB
grace period).
—- Increased complexity and cost in effective markets,
particularly the Republic of Ireland, Narthern Ireland
and France,

- Accesstoand availability of labour for our business and
withinthe supply chain

- Costs passed on from our suppliers as they set their
post-Brexit policies

- Viability of most-impacted suppliers and impact on
product availability

COversight by Brexit Steering Committee, the Board

DESCRIFTION

Ocado Retail

Afailure to effectively manage the strategic and
operational relationship with Ccado Retail would
significantly impact the achievement of cur
multi-channel food strategy and our ability to
deliver shareholder value.

Context

- Theinvestmentin Ocado Retail 1s part of our strategy
forimpraving cur onling reach and capability Since the
launchin September 2020, we have seengrowthinthe
online grocery market with an upward trajectory for
the future that offers us the opportunity to strengthen
our investmeant

- There are two core aspects of our relationship with Ocado
Retail that we are actively focusing on;

Developing our working relationship with Ccado Retail
and evolving our ways of working to ensure alignment
of our strategies in a way that supparts Innovation

and growth

Maintaining a seamiess supply process to support
customer fulfilment - existing and inline with future
growth —and seeking opportunities to expand and
refine product ranges.

Oversight by Ocado Retail Board

1z

Link to strategic priorities

Marks and Spencer Group ple

MITICATING ACTIVITIES

A cross-business working party remains in place to
coordinate post-Brexit activity, including scenario planning
with financial and operationalimpact assessments as
long-term implications are understood

Risk assessments undertaken by each of our businesses te
enable them to plan and execute the aperational changes
needed to manage Brexit

Regular updates tothe Beard and Audit Committee
outlining risks and actions being undertaken

Continued engagement with key government and industry
bodies to represent M&S's views, Including the UK Border
Development Group, with access to the Department for
Environment, Food & Rural Affarrs, HM Revenue & Customs
and the Food Standards Agency

Key developments

\

Warked quickly to expand cur understanding of the TCA and
address immediate operational issues of preduct flow to our
European markets

Continued to actively work with government and industry
boches to drive 3 simpler customs and exports process
investigated tariff mitigation for Lhe re-export of product,
including working with HMRC to reduce the burden of tariffs,
for example, Returned Goods Relief

irmplernented a UK customs warehouse ervironrment.
Improved and automated activities linked to the customs
process to reduce administration costs

MITICATING ACTIVITIES

M&S nominated directors are part of the Ocado Retail
Board, with collective sign-off of business plans directing
the growth of Ocado Retail

Established data andtechnology interfaces wilh
Ccadao Retail.

Continued communication under lockdown with the Board,
senior management and among the M&S-Ocado Retail
operatignal teams,

Continued operation of a dedicated M&S Ocado delivery
team, supported by senior leadership, to coordinate
sourcing, product developrment, preduct ranging,
custorner data and marketing.

Key developments

Completed transition of M&S products (Food and Clothing &
Home) to the Gcado platform,

Invesied to expand capacity with the launch of a new
customer fulfitment centre in March, and plans for twao

more this calendar year.



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

RISK

= O

Risk movement
GD Nachange (T) increased net risk exposure m A strong Food business positioned

@ New risk

DESCRIFTION

Talent, culture and capability

Qurinability to evolve the culture of our business

as well as develop and retain the right tatent and
capabilities will influence our means to expand the
business with agility and appropriate commercial
acumen. This will also impede the execution of our
transformation programme and impact our broader
strategic objectives and performance.

Context

- Ma&Sis fortunate toemploy a vast number of talented
individuals and it is essential that we have the nght
processes in place to identify, develop and retain this
talent for the future

- Underslanding the changing retail landscape is core
tothe strategic decisions we make on the skills and
capabilities needed for our business From driving a
digitally focused mindset to managing change, our
strategic choices and investment are focused on the
knowledge and skills needed forthe future.

- The challenge of effectively managing talent,
performance and succession using systems that have
become outdated could result inincreased rescurce
management and development costs.

— The need to effectively engage, mativate and connect
with our coileagues across a multi-generational, diverse
workforce is key to delivering productivity and supparting
the transformation of our business while driving customer
loyalty through a differentiated service proposition

— The broader implications of Brexit on Lhe availabilily
of labour and key skills continue to be menitored.

Oversight by Executive Committee

DESCRIPTION

Food safety and integrity

Failure to prevent ar effectively respond to a food
safety incident, or to maintain the integrity of our
products, couldimpact business performance,
customer confidence and our brand.

Context

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

This includes considering how external pressures on the
food industry and wider economic and environmental
changes could impact the availability and integrity of
our food, the ability to operate all routine cortrals,

our reputation and sharehalder value

- Many of these external pressures, including infiationary
costs, labour quality and availability, increased regulatory
scrutiny and animal disease are heightened to a degree
by the pandemic and our exit from the European Union.
These are also largely outside our control but are
nevertheless monitored and miligated where possible.

Oversight by Consumer Brand Protection Committee

Stralegic priorities

5 forgrowth
(D Reduced netrisk exposure

MITIGATING ACTIVITIES

Continued investrment in external hires to strengthen
capability, improve quality and diversity of tatent at
all levels.

Investment in internal talent to strengthen the leadership
pipetine and develop our future leaders.

Embedded qualily new starter experience across all areas
to allow effective onboarding, engagement and retention.

Continued the project to update our HR systems.

Business Involvement Croup which is actively involvedin
rolleague engagement and representation throughout the
business, including Board meaetings.

Capitalising enthe popularity of our M&S Alumni toc engage,
energise and re-attract great talent.

Key developments

Direct Executive Committee member ownership of HR
matters.

Progressed our plans for enhancing skills and capabilities
through targeted talent, recruitment and development
programmes.

Launch of an updated perfermance management process
Total reward review completed with benchmarking of all
pay and benefit components and transparency on fair pay,
including gender, ethnicity, disability and age. Commenced
implementing initiatives that reflect colleague expectations
Launch of a digital-specific apprenticeship programme
driving digital literacy and capability building.

MITICATING ACTIVITIES

Food Safely Policy and Standards, with clear accountability
set at all levels.

Defined Terms of Trade, manufacturing standards,
specifications for “from farm tofork™ and operating procedures

Risk-based store, supplier and warehouse audit programmes
by anindependent third party, including franchise cperations.

Gualified Food Technology team, with continuing
professional development.

Risk assessment process in place for new food initiatives
Guarterly internal review of our control framework.
Established processes for the development and legal
sign-off for producl packaging.

Food Industry Intelligence Nelwork membership at Board
and Execulive Committee level,

Live and tested crisis management plan for food incidents.

Key developments

on Ocado Retail and growing capacity

Updated operating procedures in response to lockdown
restrictions and for the new initiatives launched, e.g home
delivery channels in the UK and internationally.

Remote audit and assurance programme launched for new
and existing suppliers.

Covid-19 tests for tachnologists to enable urgent site visits
Enhanced monitoring of quality and customer complaints.

Additional reporting to the leadership team of Covid-19
implications on our supplier assurance pregramme,

An omni-channel Clothing & Home business driven by a re-shaped

product engine

A successful transition to MAS product [ ] Accelerated rotation of the Store Estate

Annual Report & Financial Statements 2021

International business focused on major partnerships and online

53

-
I
(o]
a
w
&
4
&)
w
=
<
o
z
»




PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

© <

RISK

@ e

DESCRIPTION

Liquidity and funding

Aninability to maintain short- and long-term funding
to meet business needs or to effectively manage
associated risks may influence our ability to
transform at pace, as well as have an adverse

irmeact on business viability.

Context

- While we have continued to actively manage ourcash,
Lguidity and debt pesition during the pandemic,
resulting in a more positive gut-turn than anticipated,
our focus on this remains strong.

- Availability of and access to, appropriate sources and
levels of funding is important for the cantinued operation
of business activity, as well as successful and timely
delivery of our transformation Qur ability Lo repay debt
and fund working capital, capital expenditures and other
expenses depends onour gperating performance,
ability {to generate cash and to reflinance existing debt.

- Recoverability of our trading performance will
influence our cash position as we emerge rmore fully
from the pandemic.

- We also have pension fund commitments that require
active management and monitoring

Oversight by Executive Committee, the Board

DESCRIPTION

Social,ethical and )
environmental responsibility

Increasingly our customers, colleagues and investors
dermand reassurance that we are managing ethical
and environmental issues across our business,
including supply chains. Cur inability to uphold
adequate oversight of, and respond to, our
responsibility commitments may result in failing

to meet their expectations.

Context

~ We continue to operate increasingly complex supply
chains where changes in Lthe external environment and
challenging economic conditions, including the impact
of Covid-19 across the globe, make ethical and social
issues open to mismanagement and exploitation
We recognise Lthat these could occur anywherein our
supply chain networks as well as our own operations

- Setting and adhering to appropriate environmental,
human rights, animal welfare and ethical standards
and commitments isimportant in maintaining our
reputation as arespansible company

Oversight by Executive Committee ESG Committee

Marks and Spencer Group plc

MITIGATING ACTIVITIES

A £1.lbn undrawn, revolving credit facility in place until
April 2023 and £&74 4m of cash and ¢ash equivatents.

Measures implemented to manage cash and liquidity at the
start of the pandemic continue to be maintained, including:

increased scruliny and chiallenge over expenditure such
asdiscretionary and capital spend

Dividend deferral

Use of government support measures Like the termporary
furlough of colleagues, business rates holiday and
deferral of tax payments

Agreement to relax/waive covenant condilions for our
revolving credit facility.

Close monitoring and stress testing of projected cash and
debt capacity, financial covenants and other rating metrics.

Maintained counterparty credit risk and timits in line with our
risk appetite and treasury policy

Continued dialogue with the market and rating agencies
Pension fund assets fully offset pension scheme Labilities.

Key developments

Implemented a robust three-year plan underpinned by
financial processes linked to strategic priorities

Active debt management with the issug of a £300m bond
and partial tender of the Decemper 2021 bond rmaturity
Focus onworking capital management to continug to
improve cash flow and reduce reliance on bank facilities
Agreemant received from the syndicate of lending hanks to
extend the relaxation of covenant measures on the
revolving credit facibty up to March 2022

MITIGATINC ACTIVITIES

Established ethical audit programme, aligned with Sedex,
ncluding annuat factory audits for manufacturers globally
Risk-based ethical assessment programime in Food across
all suppliers maintaned.

Code of Conduct and Glotal Sourcing Principais in place,
shared with third parties and included inlegal agreements,
Product and raw material standards outlining
environmental considerations, such as deforestation
Clothing Quality Charter and Environmental and Chemical
Policy in place for all suppliers.

Modern slavery training rolled out across relevant teams.
Human Rights & Modern Slavery Policy shared witn
International owned-business and franchise teams
Mandated use of the Sustamable Apparet Coalition's tigg
Facility Environmental Module, that measures secial and
environmental impacts of factories

Live and tested capabilities and protocaols to respond
immediately to an inaident

Key devetopments

Croup Plan A programme reset with clear accountabilities
set for each area in our family of businesses Lo address
environmental and ethical standards in produoct s,
packaging, greenhouse gas emissions and waste

ESG Comrmittee established

Continued strengthening of our due diligence approaches
with the roll out of a Worker Voice programme in the Food
business and piloting of transparency initiatives within
Clothing and Home

Madern Slavery Intelligence Netwark launched to alart
M&Stoissuesin the Food supply chain

Minimum standards for responsib ity set for Clothing and
Home third-party brands



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK

RISK

10

Risk movement

69 No change
@) New risk

DESCRIPTION

Technology and
digital capability

A failure to simplify and improve our core technology,
enhance our digital capabilities and reduce our
dependency on legacy systemns could limit our ability
to keep pace with market competition and customer
expectations, preventing successful transformation.

Context

- The digital world continues to evolve at anunrelenting
pace, influencing consumer expectations and behaviours,
aswell as placing increasing demands on our technology
and ways of working.

- Dataunderpins everything we do and we remain focused

on equipping colleagues with the right tools and
capabilities to drive effective dedision-making

- Asimplified operating model, applicationsand
architecture witl support us in continuing to deliver
capability, flexibility and cost-efficiency improvements.

- Increasing the use of tools such as Al and machine
learningis fundamentallo providing insights and a
differentiated service to our customers,

Oversight by Executive Committee

EVE

Link to strategic priorities |I|

DESCRIPTION

Business continuity
andresilience

Failures or resilience issues at key business locations,
such as at Castle Donington, our primary online
Clothing & Home distribution centre, could result in
significant business interruption. More broadly, an
inability to effectively respond to global events, such
as the pandemic or a supply chain disruption, would
also significantly impact business performance.

Context

- As our online business grows, the scale of risk to our sales
and growth ambitionsincreases from a sustained period
offline and an inability to fulfil online orders due to a
major inaident at our Castle Doninglon Tulfitment centre.

— Theloss of other locations, such as the dedicated warehouses
that store beers, wines & spirits and frozen goods in the UK,
or support facilities (like for IT), could also impact us.

-~ QOur dependency on major suppliers, service providers
and business partners means Lthat significant incidents,
long-termresitience issues and recoverability for these
third parties would impact our own business

- Theriskstemming from the complexity and fragility of
global supply chains continues to be emphasised by the
pandemic - notably, the nitial impact from Chunaand in
turn from key sourcing locations like Bangladesh and
India where we have a high supply dependency.

Oversight by Executive Committee, Crisis Management Team

Strategic priorities

G‘) Increased netrisk exposure A strong Food business positioned

., for growth
(D Reduced net risk exposure

MITICATING ACTIVITIES

Anomni-channeltechnology strategy, supported by
prioritised investment and aligned with Group and individual
business strategies.

Quarterly benefits tracking of key programmes in line with
spend targets and value outcomes

Further investment in technology and digital nnovation and
capabilities to enhance both customer and colleague
experience in store, like supporting the '10x’ store plan.
improved IT infrastructure, including increased bandwidth,
Continued the shift to cloud-based technology.

Ongeing coliaboration with cur technelogy partnersto
drive our Digital First ambition, e.g. TCS and Microsoft.
QOngeing focus on technology risk, assurance maturity and
roll-out of a structured IT control methadology

Key developments

MNew technclogy strategy and three-year investment plan
that is aligned with business strategies and objectives.
Increased adoption of our mobile app by existing and new
cuslomers providing access to valuable data.
Successfullaunch of our BEAM Data Academy with
digital learning programmes for all colleagues

Increased personalisation of our end-to-end digitat
customer experiences using in-house capability
Transforming our M&S Bank product and service offerings
tocreate a digitally enabled shopping and payment
experience for customers.

MITIGATING ACTIVITIES

Adedicated and experienced Business Continuity (BC)
teamwith an established Group Crisis Management process
that continued to operate throughout the pandemic.
Maintained updated BC plans for key activities across our
operations, including offices, warehouses and IT sites in
response to changing government guidarce.

Croup Incident Management procedures in place,
including Tor critical third parties.

Risk-based BC assessments for stores, sourcing offices and
warehouses and validation of key supplier arrangements.
Insurance to cover remediation and business interruption
Enhanced capabilities at Castle Donington to manage
technology failure.

Active engagement with the Retail BC Association and
government-led forums

National Counter Terrornsm Information exchange member.

Key developments

Expanded fulfiiment capabilities through "buy online ship
from store” (BOSS)and the use of other warehouses in our
network to meet online growth.

Continued suppcrting suppliers through disruptions caused
by the pandemic and Brexit.

Colleagues globally continued to work from home without
the loss of any business-critical systems.

BC dashboard launched to shift our governance
programme to alive digital platferm.

E An omni-channel Clothing & Home business driven by are-shaped
product engine

A successful transition to M&S product Accelerated rotation of the Store Estate

Ocado Retail and growing capacit;
oneado Retal s geapecty Internationalbusinessfocusedonmajorpartnershipsandonline
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PRINCIPALRISKS ANDUNCERTAINTIES CONTINUED

RISK

11
©)

RISK

12

Marks

DESCRIPTION

Information security

Failure to adequately prevent or respond to a data
breach or cyber-attack could adversely impact our
reputation, resulting in significant fines, business
disruption, loss of information for our customers,
employees or business and/or loss of stakeholder
and customer confidence.

Context

- Theincreasing sophistication and frequency of cyber-
attacks in the retail industry and within supply chains
highlight an escalating information security threat

- Qurreliance on several third parties hosting critical
services and holding M&S and customer data also means
weaknesses in their cyber and data controls may impact
us, and requires conlinued assessment and oversight,

- The profile of Information technology will change as we
develop our dataand digital capabilities, expand online
services, adopt cloud more widely, deliver ‘intelligent’
stores, and increase our reliance on insightiul data

- Longer-term changes stemming from the pandemi¢
such as theincreasein customers using e-commerce,
the growing number of digital and mobile shopping
channels and changes in the patternof office/home
working, all impact the overall risk

Oversight by Executive Committee

DESCRIPTION

Corporate compliance and
responsibility

Failure to deliver against our legat and regulatory
obligations, as well as respensibility commitments
would undermine our reputation as aresponsible
retailer, may result in legal exposure or regulatory
sanctions, and could negatively impact our ability
to operate and/or remain relevant to our customers.

Context

- Theincreasingly broad and stringent legal and regulatory
framework for retalers creates pressure on business
performance and market sentiment requiring continual
improvements in how we operate to maintain compliance.

- Newand evolving regulatory requirements needing focus
and appropriate capabilities Lo comply with including
mandatory Task Force on Climate-related Financial
Disclosures ("TCFD™} recommendations, plastics recycling
targets, new restrnictions on the promotion of foods high
infat, sugar and salt and the proposed EU Directive on
Corporate Due Diligence and Accountability that
envisages mandating due diligence of key issues within
end-to-end business supply chains

- Non-compliance may result in fines, cniminal prosecution
for M&S or colleagues, litigation, additional iInvestment
to rectify breaches, disruption or cessation of business
aclivity, aswell as impacting our reputation.

Oversight by Executive Committee, Fire, Health & Safety
Committee, Consumer Brand Protection Committee,
Bank and Services Compliance Monitoring Committee

and SpencerGroup plc

MITICATING ACTIVITIES

- Dedicated Information Security function, with multi-
disciplinary specialists, supported by a 24-hour Security
Cperation Centre and mature Incident Management.

- Information Security Improvement programme delivery,
aligned with our digital and data protection strategy

- Information security obligations included in appropriale
third party contracts end a risk-based assurance
programme to monitor our exposure

- Information security and data protection policies in place,
with a mandatory training programme for colleagues.

- Active detection of our threat environment, with continued
improvement in controls, policies and procedures

- Embedded security throughoul digital product Lifecycle
and operations model

- Focused security assurance, security architecture and
security hygiene araund significant change activities

- Network of Data Protection and Security Compliance
Managers in pricrity business areas

Key developments

- Prioritised investment toimprove our ability to detect and
respond to theincrease in breaches during the pandemic

- Completion of two independent cyber secunty reviews
~ Formalreview of security controls in international of fices

- Targeted information security and Cyber Resilience review
of key suppliers

MITIGATING ACTIVITIES

- Codeof Conduct in place and underpinned by policies and
procedures in core areas of regulation and responsibitity,
including hurman rights, modern slavery, anti-bribery and
corruption, health and safety, food safety, national
minimum wage, equal pay, cyber, data security and privacy,
and financial services and consumer credit regulations

- Business-wide mandatory training programme for higher-risk
regulatory areas, Like health and safety, anti-bribery and
corruption, data privacy, and information secunity.

- Establishedin-house regulatory legal team inplace,
including specialist solicitors, which conducts horizon
scanning on key regulatory andlegislative changes

- Issueleaders embeddedin the business tadrive compliance
inkey risk areas, e.g. GSCOP (Croceries Supply Code of
Practice) and ethical sourcing.

- Continued proactive engagement with regulators,
legislators, trade bodies and policy makers

- Maintained monitoring and reguilatory reporting
commitments on environmental and social issues

- Continued operating auditing and monitoring systems,
— Customer feaedback and public sentiment onregulatory

compliance is monitored, including sccialmedia trends.
Key developments

- Firstcycle of reporting Code of Conduct compliance to the
Audit Committee

- Continuedtomanage compliance with evalving
government guidelines in retation to Covid-19

- Established remote audit programmes for owned and
third-party operations during the lockdowns globally




OURAPPROACH TO ASSESSING LONG-TERM VIABILITY

The UK Corporate Governance Code
requires us to issue a 'viability statement’
declaring whether we believe the Group
can continue to operate and meet its
liabilities, taking into acccount its current
position and principal risks. The
overriding aimis to encourage directors
to focus on the longer term and be more
actively involved in risk management
and internal controls. In assessing
viahility, the Board considered a number
of key factors, including cur business
model {see page 9), our strategy (see
page 7), approach to risk management
{see page 47)and our principal risks and
uncertainties (see pages 48to 56).

The Board is required to assess the
Group’s viability over a period greater than
12 months, and in keeping with the way
that the Board views the development of
our business aver the long term, a period
of three years is considered appropriate
for business planning, measuring
performance and remunerating at a
senior level. Our assessment of viability
therefore continues to align with this
three-year outlook.

The Group continues to have to evolve,
particularly as there remains significant
political and economic uncertainty
resulting from the Covid-19 pandemic,
and customer behavicurs are changing,
especially in retail. In the immediate
short term, we have taken, and will
continue to take, measures to protect
the health and safety of our custormers
and our colleagues. Coupled with this,
there has also been disruption to supply
chains caused by the pandemic and
Brexit, but the Group has worked with
suppliers to ensure an effective response
and to minimise the impact.

The refinancing of the Greup’s December
2021 maturity, along with the successful
negotiations in March 2021 to extend the
relaxation of covenant measures on the
revolving credit facility up tec and
including March 2022 mean that the
Group has liquidity headroom of

over £1.5bn.

In assessing viability, the Board
considered the position presented in the
Budget and Three-Year Plan, recently
approved by the Board. The process
adopted to prepare the financial model
for assessing the viability of the Group

involved collaborative input from
anumber of functions across the
business to model a severe but
plausible downside scenario. This
scenario was based on the potential
financialimpact from business
disruption as a conseguence of one,
or more, of the Group’s principal risks
and uncertainties materialising and both
the specific risks associated with the
Covid-19 pandemic and the uncertain
high strect trading environment.

This downside scenario assumes that:

- the Covid-19 pandemic worsens
over the Winter months and the
Government mandates four months
of iockdown restrictions between
December 2021 and March 2022,
resulting in store closures and & 3%
decline in Food sales. Over this period,
arange of 10% - 20% declinein
Clothing & Home sales has been
modelled, as well as a 10% decline in
International sales. These declines
have been set with reference to the
2020/21 results; and,

- following the cessation of the
Coronavirus Job Retention Scheme
in the UK, there willbe a pericd of
economic recessionin the UK from
Qctober 2021 that continues on inta
2022723 and 2023/24, resultingina
decline in sales of between 1% - 5% per
annum, continuing for three years,
across both sides of the business.

Other scenarios linked to key principal
risks (such as a failure to execute our
business transformation, a failure to
prevent a food safety incident, and

the failure to prevent adata breach or
cyber-attack) were alse considered.
However, the estimated financial
impact of these risks cumulatively was
comparable to the downside scenario
outlined above. Moreover, the likelihood
of alt these risks cccurring concurrently
would be soremote as to be considered
a‘black swan"event. As a result,
separate, further detailed modelling
was not performed.

The impact of the dewnside scenario
has been reviewed against the Croup’s
projected cash flow position and
financial covenant over the three-year
viability period. In the event of the

downside scenario materialising,
mitigating actions would be available,
including, but not Limited to, areduction
in labour, marketing, technology and
head office costs, as well as deferring

or cancelling discretionary sgpend
(including discretionary bonuses}

and reducing capital expenditure.

As aresult, even under this severe but
plausible downside scenario, the Group
would continue to have sufficient
liquidity headroom on its existing
facilities and meet the measurement
criteria against the revolving credit
facility financial covenant. The Audit
Committee reviews the output of the
viability assessment in advance of final
evaluation by the Board. The Board have
also satisfied themselves that they have
the evidence necessary to support the
statement in terms of the effectiveness
of the internal control environment in
place to mitigate risk.

Reverse stress testing has also been
applied to the model, which represents
asignificant decline in sales compared
with the downside scenario. Such a
scenario, and the sequence of events
which could lead to it, is considered to
be extremely remacte. Whilst the
occurrence of one or more of the
principal risks has the potential to affect
future performance, none of them are
considered likely either individually or
collectively to giverise to atrading
deterioration of the magnitude indicated
by the reverse stress testing and to
threaten the viability of the Croup over
the three-year assessment period.

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

credit facility. The Board therefore has
areasonable expectation that the
Croup will remain commercially

viable over the three-year period of
assessment. The Viabkility Statement
can be found on page 81.
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The Strategic Report, including pages 1 to 57 was approved by a duly authorised Committee of the Board of Directors on
25 May 2021, and signed on its behalf by

Steve R@i&f Executive

25 May 2021
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GOVERNANCE

CHAIRMAN'’S

GOVERNANCE OVERVIEW

66

The Board’s primary
objective has been to
navigate the business
through this time of

uncertainty.’ ,

Archie Norman, Chairman

58

Marks and Spencer Group plc

Asl've already noted in my Chairman’s
letter on pages 2 to 3, the events

of this past year have left a profound
mark on the business — changing how our
customers cheose to shop and the way
that we operate as aresult, and having an

impact on our ongoing strategic pricrities.

The Board's primary objective has been
to navigate the business through this
time of uncertainty, ensuring that we
emerge in a strong position, having
continued to drive forward with our

strategy despite the persistent difficulties.

It has been essential for us to be highly
engaged, flexible with our time to support
and challenge senior leadership, and
committed to securing the financial
stability underpinning our recovery and
accelerated transformation into 2021 and
beyond. We, of course, continue to fulfil
our other core duties to oversee M&S’s
culture, governance, financial controts,
risk and change management.

The Governance section that follows is

by intention concise, in keeping with our
approach in previous years Further detail
onthe Board, its Committees and our
governance framework are available at
marksandspencer.com/thecompany.

CONDENSED GOVERNANCE

We noted last year the significance of the
scale and pace with which the Board had
coerdinated the Company’s response to
the Covid-19 pandemic (detailed on pages
50to 53 of our 2020 Annual Report).

That pace and agility has continued
thraugh this year, with the Board joining
weekly calls right up untilMarch 2021,

to collaborate with, support and guide
senior management.

Elsewhere in the business, operating
processes and management forums
have been consclidated, and the
nurnber of opportunities for discussion
have been increased, to allow for
proactive engagement between the
Board and its Committees, the Executive
Committee and senior management.
Ultimately, this is improving our
responsiveness and streamlining

our decision-making processes,

An outline of cur governance framework
and how these bodies interacted during
the year can be found on page 60 The
reports of the Audit, Nomination and
Remuneration Committees for 2020/21
are available on pages 77to 83, 71to 72,
and 84 to 105 respectively.

A BALANCEDBOARD

We saw substantial change during the year
on our Board and executive team. Two new
non-executives, Sapna Sood and Tamara
Ingram, joined us last June, as did our new
Chief Financial Officer, Ecin Tonge. Aliscn
Brittain and Katie Bickerstaffe stepped
down from the Board at the 2020 ACGM

last July, with Katie having joined our
Executive Committee as Chief Strategy
and Transformation Director. Richard Price
also joined the executive team in July 2020
as Clothing & Home Managing Director,

In February 2021, Evelyn Bourke joined

our Board as a non-executive director,
while Pip McCrostie retired from the Board
in March. She left us with cur very heartfelt
thanks for her candour, insight and
committed contribution to the Company.
We were saddened to hear that she passed
away after leaving the Beard, and we of fer
our condolences to her family.

More recently, we have welcomed Fiona
Dawson as a non-executive director to the
Board, and look forward to working with
herin the years ahead.

With these considerable changes,

and noting that his tenure is approaching
nine years, we are pleased that Andy
Halford will be staying with us for an
additional year. Having reviewed and
established that Andyremains
independent, the Nominaticn Committee
agrees that his role as Senior Independent
Director is an important constant white
new Board members settle into their roles.

Full detaits of these Board and executive
changes, and our talent and succession
processes, can be found in the Nomination
Committee Report. Board and Executive
Cormmittee bicgraphies and our
assessment of the balance of skills

and experience on these bodies can
befound on pages 62 tc 65,




Change has not been limited to the Board
and senior leadership this year though.
The refreshed Executive Committee has
prioritised a review of talent, development
and succession throughout the business,
supported by the Nomination and
Remuneration Committees, and more
detail can be read in the respective
Committee reports.

Since the financial yearend, the Executive
Committee has alsc realigned itself and its
member responsikilities. As announced
on 18 May 2021, Katie Bickerstaffe and
Stuart Machin have become Joint Chief
QOperating Officers, adding additional
oversight andimpetus to our core
businesses, while Eoin Tonge is

now responsible for strategy and
transformation planning as part of his CFO
remit, The overall composition and duties
of the Committee remain unchanged.

BOARD ACTIVITIES AND
CONSIDERATION OF STAKEHOLDERS

The Board's focus during the year

has been to accelerate the Company’s
pursuance of its strategic priorities, while
managing the ongoing uncertainties
associated with Covid-19 and Brexit. In our
weekly calls, we have heard updates on
operating challenges and advised on
proposed measures to address them
urgently. In our formal monthly meetings,
we have been presented with “strategic
deep dives” by all areas of the business,
which we have then considered, debated
and challenged. All while being mindful of
the impact of any decisions made onthe
business’ various stakehcldersand onits
long-term, sustainable success, in line
with Section 172(1) of the Companies Act
2006 (s 172(17).

Qur colleagues in particular were
significantly impacted by our decisions
this year We placed thousands of
colleagues on furlough, rewarding

those continuing to workin stores with a
15% uplift in pay and those in our support
centres with an equity grant of 5% of salary
for the first lockdown period. There were,
of course, unfortunate job losses as a
result of our organisational restructure,
but these were necessary to right-size the
business for a post-Covid world.

Lt c
Aogbmﬁﬂfl

Last year's AGMwas the
Board’s most engaging

and constructive yet

because we were ableto
reach sharehclders directly

intheirhomes.

An overview of the range of matters that
the Board distussed and debaled al ils
rneetings during the year can be found
on pages 66 to 67, with exarmples of

the Board's key decisicns and s.172{1)
considerations on pages 68 to 69.

The Company’s s.172(1}) statement is
available on pages 34 to 36.

CREATION OF AN ESG COMMITTEE

In the latter part of the year, the Board
and Executive Committee’s attention
was drawn to the refresh of ourPlan A
sustainability programme. In part
prompted by the events of the last year,
we have agreed that it is imperative to
ensure that Plan A is once again central
to our customer story, so that we can
continue to help our colleagues,
customers and communities lead happier,
healthier and more fulfilling lives.

The Board's Environmental, Social &
Governance ("ESG") Sub-Committee

was established to assist the Boardin
providing focus and oversight of the Plan
A programme, both in its reinvigoration
and its ongoing effectiveness. The repeort
of the ESG Committee for 2020/21is
available cn pages 73to 76.

DIVIDEND

Whilst a difficult decision, we continue to
agree, in line with our approach last year,
that nan-payment of a dividend is
appropriate for the 2020/21 financial
year. This continues to be one of the
proactive steps we have taken to
strengthen our balance sheet and
maximise liquidity for our recovery
beyond the pandemic.

DIGITAL AGM

We know our Annual General Meeting
("ACM™) provides investors with a valuable
opportunity to communicate with us.
Inrecogniticn of this, and building on

the unprecedented success of last year’s
meeting, we will be conducting this year’s
ACM digitally ance again. In addition to
being akle tc vote and submit questions
electronically in advance, all shareholders
will be able to join the meeting online to
hear from Steve and me, ask questions
and vote on our resolutions.

This year, we'll be jeined by Kamal Ahmed
who will be acting as your shareholder
advocate, sharing your views and
questioning me and the Board on your
behalf If youwould like us to hear from
you directly, you also have the option of
submitting a video question to be played
to the Board for response during the
meeting. | look forward to hearing from
you allthen.

Information on how to participate
electronically, both in advance and on the
day, can be found on pages 207 to 209.

GOVERNANCE

Archie Norman, Chairman

UK CORPORATE
GOVERNANCE CODE

The UK Corporate Governance Code
2018 {the "Coce™ywhich 1s available

to view on the Financial Reporting
Council's website is the standard
against which we measured ourselves
in 2020/21.

The Board confirms that we complied
with all of the provisions set out in the
Code for the period under review.
Details on how we have applied the
principles set out in the Code and how
governance operates at M&S have been
summarised throughout the Directors’
Report. Qur full Corporate Governance
Statement outlining our compliance is
available on marksandspencer.com/
thecompany.
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LEADERSHIP AND OVERSIGHT

During 2020/21 and dealing with the evolution of the Covid-19 pandemic, our governance framework was significantly
compressed to increase our responsivenass to the changing situation and streamline our decision-making process.

With an increase in the frequency of Board meetings and a rationalisation of the number of operating meetings and management
processes, the Board and its Committees, the Executive Committee and senior management were able to collaborate proactively,
consider issues and respond in the face of unprecedented uncertainty.

@ BOARD COMMITTEES

The Board is supported by its sub-
committees in discharging its duties.
Following each Committee meeting the
Chairs of the Committees provide an update
ontherr activities at the next Board meeting.

Audit Committee © scep77-83

Responsible for monitaring the integrity
of the financial statements, reviewing the
Croup’s framework of internal controls

and maintaining the auditor relationship.

Remuneration Committee € seep84-105

Responsible for remuneration policy,
performance-linked pay schemes and
share-based incentive plans,

Nomination Committee © seepri-72

Responsible for reviewing Board
composition and diversity, proposing new
Board appointments and monitoring the
Board’'s succession needs

ESG Committee O seep73-76
Responsible for ensuring Lhe Company's
ESC strategy remains fit for purpose and
that plans are in place and reported on

Disclosure Committee

Responsible for determining the disclosure
treatment of materialinformation and
dentifying inside information forthe
purpose of mantaining the Company’s
project (insider)lists.

Aswiththe Board and ExCo, the Beard's
sub-committees have agapted tothe
business need for more responsive
decision-making, often meeting or
reviewing propoesals oulside of its usual
meetling cycles.

@ SENIOR LEADERSHIP FORUMS

@ BOARD

The Board 1s responsible for establishing the
Company's purpose, values and strategy,
promotingits culture, overseeing its
conduct and affairs, and for promoting the
success of the Company for Lhe benefit of
its members and stakeholders, It discharges
some of its responsibilities directly and
others throughits sub-committees.

Terms of Reference for the Board and its
sub-committees are available inour
Governance Framework, published on
marksandspencer.com/the company

Execution of the strategy and day-to-day
management of the Company’s business is
delegated to Lhe ExCo, and subsequently
to senior leadership forums where relevant,
with the Board retaining responsibility

for overseeing, guiding and holding
management to account

Inadditicn to its monthly scheduled
meetings, this year the Board met and heard
from the ExCo and senior management
onaregular basis - sometimes weekly -

over the phone or by video call for faster,
more efficlent decision-making and
reactiveness With the UK governmenl’s
roadmap out of tockdown under way and
progressing well, the Board held its last
weekly bhoard call on 25 March 2021,

YCESIR COvernance s

COMMITTEES at M&S COMMITTEE

SENIOR
LEADERSHIP
FORUMS

@ EXECUTIVE COMMITTEE

The Executive Committee ("ExCa ) is the
leadership tearm responsible for executing
strategy, by managing, monitoring and
providing executive input to support the
Company's strategic and operational
decisions, ensuring strong executive
alignment on business priorities and actions,
including business case Investments.

The ExCo’s authority is conferred an it

by the Group Delegation of Authority,

as approved by the Board

Consisting of the CEQ, CFO, Chief Operating
Officers, and the Managing Direclors of each
business unit, the ExCo reviews strategic
opportunities and initiatives from the five
key businesses and Group centralised
functions, ensuring that these align with the
overarching strategy as mandated by the
Board. In addition, and in support of the
Board's purpose, values and culture setting,
the ExCo is responsible for atl colleague
matters, including the structure and
aperation of the HR function throughout the
business, the development and monitoring
of culture and values, and reviewing talent
and leadership development and succession
plans below ExCo level. Post year-end, the
division of responsibiities within the ExCo
changed, as announced on 18 May 2021
However, the overall composition and duties
of the Commitlee remain unchanged.

Having been established as part, of our
Never the Same Again programme, drawing
on learnings from the Covid-19 crisis and
capitalising on the opportunities, the ExCo
(formerly the Operating Committee) has
remained in constant contact, meeting as
and when required to respond quickly to
the changing siluation. Initially on a weekly
basis, as Lhe crisis has transitioned to being
the new normal and with the business set up
to succeed with new operating procedures,
this has moved to menthly meatings

Underlying this more agile governance
feedback loop between the Board, its
sub-cormmittees and the ExCo, there are
forums comprising senior management that
support each of these governing bodies.

This year, as part of the Never the Same Again
pragramme and introduction of the ExCo, the
previous ‘Boards for each of the business units
have been removed infavour of more focused
‘Operating Review meetings with streamiined
mernberships. Their main remit is for
management of key trading and operational
matters, with decision-making delegated to
them by the Group Delegation of Authority
and underpinned by business unit Delegations
of Authority

&0 Marks and Spencer Group plc

Additional forums have been established and
disbanded throughoul the year as part of our
maore responsive governance framework,
with the intention of supporting specific
projects, business needs, or strategic
priorities, and meeting as and when required.
Examplesinclude

Property Committee

For reviewing and approving
praperty investments

Digital Board

Fordriving the Company's Digital First
agenda acrossthe Croup.

Brand Forum

For reviewing use of the M&S brand, as well as
considering use of third-party brands.

Crisis Management Team

For determining and directing actions required
inresponse to crises. This team was especially
prominent during the first Covid-1% lockdown,
whichwe explored onpages 50ta 32 of our
2020 Annual Report. The team has since been
democbilised until another crisis requiresit
toreconvene.

People Forum

For driving the People and Culture agenda
across the Croup

Compliance Monitoring Committee
Newly established to support the Audit
Commitlee’s oversight of credit broking

activities within the Croup, as regulated by
the Finanaial Conduct Authority



GOVERNANCE

BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2020/21

Curing the year, the Board held 17 scheduled
meetings and an additional 12 Beard calls in
response to the Covid-19 pandemic, for

which individual attendance is set out below.
Additional unscheduled meetings were held as

Attended

and when required, typically on a weekly basis
throughout Lhe year.

Sufficient time s provided, periodicatly,
forthe Chairman to meet privately with the

non-executive directors to discuss any

matters arising.

@ Forinformation on what the Board did
during the year, see p66-69.

Senior Independent Director (*SID™) and the

Max possible

Linked to
CHAIRMAN Scheduled Additonal Scheduled Additional tndependent Responsibilityin2020/21 remuneration
Archie Norman' n 12 n 12 Board governance and perfcrmance,

shareholder engagement.
* Considered independent onappointment
EXECUTIVE DIRECTORS
Chief Executive n 12 n 12 Strategy and Group performance,
Steve Rowe ]
Chief Financial Officer g 2z 9 2 Croup financial performance, investor relations and z
Eoin Tonge risk managernent [ 3
(appointed 8 June 2020} ]
=
NON-EXECUTIVE DIRECTORS Role at Board meetings 8
Full Year Independent non-executive directors assess, challange and monitor the
Andrew Fisher n 12 n 12 o executive directors delivery of strategy within the risk and governance
P ford n o n 5 structure agreed by the Board.
An y Ha. or ® As Board Committee members, directors also review the integnity of
JustinKing n 12 n 12 [ /] the Company's financial information, consider ESG issues, recommend
Retired in 2020421 appropriate succession plans, monitor Board diversity and set the
. . tors' ti

Katie Bickerstaffe 3 9* 3 10 F ) directors remuneration
Alison Brittain 3 0 3 10 [/
Pip McCrostie n 12 n 12 [
Appointed in 2020/21
Sapna Sood 9 6 9 6 (/]
TarmaraIngram 9 9 6 (]
Evelyn Bourke 2 2 - [ ]
* Unable toattend one meeting due to other business commit mants.
STANDING ATTENDEES Responsibility
Nick Folland - n 12 n 12 Advising the Board on all legal and corporate governance issues, including
General Counseland sustainability and Plan A
Company Secretary
David Surdeau — 3 0 3 10 Led the Finance funchion and attended Board meetings in line with the

Interim Chief
Finance Officer’

responsibilities of the interim CFO

* ResignedJune 2020
ATTENDED BY INVITATION

Role at Board meetings

Sacha Berendji
Katie Bickerstaffe’

Paul Friston
Stuart Machin
Richard Price

| bh OO

The ExCo comprises the Company's serior leaderstp team below Board level
and s tasked with running the day-te-day operations of the business and
facilitating delivery of the strategy as approved by the Board Members of the
ExCo attend Board meetings by imvitaticn to present and discuss matters of
strategicimportance.

Direct Reparts to ExComembers also attend Board meetings by invitation as
andwhen input is required on their specific areas of expertise

* Becarne Chief Strategy and Transformalion Director (post year-end, Chief Operating Officer), and stepped down from the Board in July 2020.
Note The tables above prowide details of scheduled meetings held inthe 2020721 financial year and additional Board calls inresponse tathe Covid-18 pandemic

Monitoring non-executive director independence
The Board reviews the independence of 1ts
non-executive directors as part of its annual Board
Effectiveness Review. The non executive directars
also meet annuatly, led by the SID, to conduct the
Chairman's appraisal. The results of the meeting
are then fed back to the Chairman by the SiD

The Chairman was considered to be independent on
appointment and1s committed to ensuring that the
Board comprises a majority of independent

non-executive directors who objectively challenge
management, balanced against the need to ensure
continuity on the Board

The Company maintains clear records of the terms of
service of the Chairman and non-executive directors
to ensure that they continue to meet the
requirements of the UK Corporate Covernance Code
Neither the Chairman nor any of the non-executive
directors have exceeded the maximum nine-year
recommended term of service set out inthe Code,

with our longest-serving non-executive director,
Andy Halford, having served on the Board since
January 2013.

As such, the Board considers that all of its
non-executive directors continue to
demonstrate ndependence

° For information on the skills and experience
of each director, see p62-p64. Far mare
information on director tenure see p72.
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Archie Norman
Chairman

o®

Appointed: September 2017

Career and external
appointments: Archieis an
experienced Chairman and former
Chief Executive havingled major
transformation programmes at
ITV, Lazard, Asda, Energisand
Hobbycraft. He was previously
Deputy Chairman of Coles Limited,
and was the Lead Direclor at the
Department for Business, Energy &
Industrial Strategy from 2016 to
2020. Archieis also the Chairman
of Signal Al and Non-Executive
Vice Chairman of Global Counsel.

Andrew Fisher OBE
Independent
Non-Executive Director

o®

GOVERNANCE

OUR BOARD

Steve Rowe Eoin Tonge

Chief Executive Chief Financial Officer
Appointed; April 2016 Appointed: June 2020
Career and external Career and external

appointments: Steve joined M&S
in 1989 and worked in senior roles
across all areas of the business
prior to his appeintment as CEQ,
including Director of Home,
Director of Retal, Director of
Retail and E-commerce, Executive
Director, Feod, and Executive
Director, Ceneral Merchandise
Steve is Chair of the Business in
the Community {BITC) Place
Leadership Team In addition, he
sits onthe Board of the Consumer
Coods Forum, which brings
together leaders from global
retailers and manufacturers.

Justin King CBE
Independent
Non-Executive Director

®®

appointments: Foin joined the
business from Creencore, where
he had been CFQ since 2016

At Greencore, he oversaw the
divestment of their US operations,
sirengtheningthe company’s
batance sheet, returning capital
toshareholders and simplifying
the business, Pricr to that he
was MD of Greencore's Grocery
business and alsoworked ina
variety of roles across strategy,
finance, treasury and capital
markets at Greencore and
previously Coldman Sachs

Sapna Sood
Independent
Non-Executive Director

Gl

Andy Halford
Senior Independent
Non-Executive Directer

L JO)

Appointed: January 2013

Career and external
appointments: Andy's strong
finance background and broad
knowledge of the UK and
international consumer market
was gained from CFQ positions
hetdin globat listed companies
Heis Chief Financial Officer of
Standard Chartered, which he
joined after 15 years at Vodafone,
nine of which were spent as
Chief Financial Officer

Tamaraingram CBE @) (R)
Independant

Non-Executive Director

Appointed: Decernber 2015

Appointed: January 2019

Appointed: june 2020

Appointed: June 2020

Career and external
appointments: Andrew was
instrumental in establishing
mobile lifestyle app Shazam,
where he was Executive Chairman
until October 2018, as a leading
mebite consumer prand. Andrew
brings over 20 years' experience
leading and growing numerous
technology-focused enterprises,
and is currently Chair of
Rightmove PLT

© Fult biographical details of
each director are available
on marksandspencer.com/
thecempany.

@ Abreakdown of the Board's

key skills and experience can
be found on p64-65.
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Career and external
appointments: Justin was Vice
Chairman of Terra Firma untit
May 2021, acting as adviser to the
Ceneral Partner, Between 2004
and 2014, he was the CEC of
Sainsbury's, teading the business
through a majar transforrmation
He has atso previously held senicr
positions at M&S as Head of Food,
aswell as Asda Haagen-Dazs,
PepsiCoandMars

@ Please see p60-61
for more detail on the
Board and Commitiee
governance structure,
and meeting attendance.

Career and external
appointments: Sapra was, untit
recently, a senior executive at
Compass Croup, as the Group
Director for International Clients
and Market Development
business. She has in-depth
knowledge of running complex
supply chains, including in food
and clothing, as well as experience
of leading large transformation
programmes, She has held leading
operaticnal roles inthe building
materials and industrial gas
sectors in Europe and Asia Pacific,
latterly as CEQ and President of
LafargeHolcimin the Philippines
Sapnawas also a non-executive
director at Kering from 2016

to 2020

Career and external
appointments: Tamara hasa
longstanding leadership career in
advertising, marketing and digital
communications, having held
leadership roles at WPP since 2002
Prior to this, she worked at Saatchi
& Saatchiwhere she held the roles
of CEOQ and Chair Tamara

has led renowned marketing
campaigns for household brands
arcundthe world and delivered
cultural and business
transformation at pace within

her own businessesaswell as

on behalf of clients Sheisa
non-executive director of Marsh
Mclennan and Intertek Group,
and a Trustee of Save the Children,



Committees key

@ Audit @ Nornination

. Committee Chair

Role status
|:] Newly appointed

Nick Foltand
General Counsel and
Company Secretary

® ESC ® Remuneration . Executive I:l Qutgoing

Evelyn Bourke (& () FionaDawson CBE (¥} || Pip McCrostie

Independent independent Independent Non-Executive
Non-Executive Director Non-Executive Director Director (outgoing)

(newly appointed) (newly appointed)

Appointed: February 2021

Appointed: May 2021

Career and external
appointments: Evelyn retired from
herrole as CEQ of Bupa Groupin
December 2020 where she led
transformative change during her
nearly five-year tenure. She also
has exiensive experience in
financial services, risk and capital
management and mergers and
acquisitions, having spent three
and a half years as Bupa's CFQ and
inleadership roles at Standard Life,
Friends Provident and the Bank

of Ireland, where sheis currently 2
non-executive director. Evelynis
also a non-executive director of
Admiral PLC and will join AJ Bell
PLC on1July 2021.

Career and external
appointments: Fionais part of the
Mars, Inc. Leadership Team, where
she rose from the Graduate Trainee
scheme to one of the top roles in
the company. Her leadership roles
have included President of Clobal
Retail and Mars Chocolate UK and
Furopean Marketing Vice
President. Fiona alsc has a strong
track recordin sustainability,
health and wellbeing, particularly
women's entrepreneurship and
humanrights. She was recently
awarded a CBE for services to
women and the economy.

Appointed: July 2018
Retired: March 2021

Appointed: February 2019

Career and external
appointments: Pip was a member
of Ernstl and Young's Global
Executive Board from 2008

until her retirerment in 2016.

At EY she gained extensive
financial experience and led and
Lransformed the Global Carporate
Finance business. She was founder
and co-founder respeclively of the
Clobal Transacticn Tax Network
and UK Transaction Tax Group

and a non-executive director of
Inrmarsat from 2016 to 2015,

Pip retired from the Board in
March 2021 with our heartfelt
thanks. We were saddened to hear
that she passed away after leaving
the Board, and we offer our
condoelences to her farmily.

Career and external
appointments: Nick has extensive
legal and governance experience,
having been Ceneral Counsel and
Company Secretary in FTSE 100
businesses since 2001 More
recently, he has held positions

as Chief Executive of the Crown
Prosecution Service and Chief
External Affairs Officer and Chief
of Staff to the CEQ of the Co-op.

GOVERNANCE

OUREXECUTIVE COMMITTEE

The Executive Committee leads the operational and day-to-day management of the Group in Line with the strategy set by the Board.
The Committee reflects the Company’s businesses model, comprising the managing director of each business unit along with the joint

COQOs, the CEQand CFQ.

Katie Bickerstaffe
Chief Operating Cfficer

Stuart Machin
Chief Operating Officer

Career summary: Katie
joined as Chief Strategy
and Transformation
Directoron 27 April 2020,
having previously spent
two years on the M&S
Board as anon-executive
director. Kalieis currently a
non-executive director of
Barratt Developments PLC
and the England and
Wales Cricket Board.

She has alse been Chief
Executive, UK and Ireland
of Dixons Carphone pic,
with extensive experience
of retail and operations
and leading consumer-
focused businesses.

On 18 May 2021, Katie
became joint Chief
Operating Officer.

Career summary: Stuart
joined M&S as Managing
Director of Food on

30 April 2018 with nearly
30 years experience inthe
food, fashion and home
retail sector Alongwith
Steve Rowe and Foin
Tonge, Stuartis alsoa
Director of Ocado Retail
Ltd Stuart has held
senicr operational and
commercial roles in

UK retailers Sainsbury's,
Tesco and ASDA and
more recently spent 1C
years in Australia working
inWesfarmers as COO
and CEO of Coles and
Target respectively.

On 18 May 2021, Stuart
became joint Chief
Operating Officer

Richard Price
Clothing &Home
Managing Director

Paul Friston
Internaticnal Director

Career summary: Richard
joined M&S on 7 July 2020
as Ctothing & Home
Managing Director Prior to
this, Richard spent three
years as Managing Directer
of BHS before becoming
CEO of F&F Clothing at
Tescoin 2015, From 2005
t0 2012, Richard was

Head of Merchandise and
Menswear Trading Director
at M&S. Earlier in his career
he spent 15 years at Nextin
arange of merchandising
roles. Richard's career
demonstrates his proven
track record of delivering
growth through stylish,
great value product

Career summary: Paul
began his M&S career
onthe Finance graduate
programme in 1996 and
gualified as a management
accountant in 2000

He held a variety of roles
during his time at M&S,
including Interim CFC
and Executive Assistant to
former CEQ, Marc Bolland
Paul was appointed to his
current position in May
2016 and became Chair of
the M&S Inclusion Group
in Aprit 2018.

Sacha Berend;ji
Group Property,
Store Development
and IT Director

Career summary: Sacha
joined M&Sin 1994 through
the graduate programme.
He undertook various
appointments, including
General Manager of Marble
Arch Store, Regional
Manager for London, Head
of Praperly Planning &
Store Development,
Executive Assistant to the
Chief Executive, and
Directer of Merchandising.
Sacha took up his position
as Retail, Operations and
Property Directorin
November 2012, before
moving te his current
positionin May 2021,
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GOVERNANCE

BALANCED LEADERSHIP

BOARD

Improving trend line

Eventsin the last year have refocused public consciousness on
diversity, and M&S has been no exceplion. In line with the acceleration
of the transformation and our Board diversity policy {the *Policy™),

we have taken further steps to deliver our ongoing diversity ambitions
There have been a number of changes {o cur Board during the year
and up to the publication of this report, including the appointment of
four non-executive directors In addition to the diverse wealth of skills
and experience they bring, our newest Board members contribute to
the improving trend linein gender and ethnic diversity, which are two
key objectives of the Policy.

Strategic alignment: Never the Same Again

The refreshed Board skills and experience matrix demonstrates three
key points and beliefs Firstly, our Never the Same Again priorities have
been a crilical consideration in the composition of the Board and its
Committess, making our leadership more equipped than ever before
to drive our strategy Secondly, the matrix highlights key development
areas for consideration in our continued succession planning, such as

Non-
Executive
Director
tenure’

Cender

identity’

since April
2020

@ Female {40%) ® 0-2 years (62.5%) ® Female (80%)
® Male {60%) ® 3-5 years (25%) ® Male (20%)
® 6-8years (12.5%)

* Asat 25 May 2027

sustainability and technology Thirdly, and crucially, M&S strongly
believes thatimproving gender and ethnic diversity in our leadership
1s not only the right thing to do, but s invaluabie to the success of

our business. The correlation between improving diversity and the
simultanecus improvements in strategically considered competencies
attests to the benefits of our Policy
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Archie Norman [} L] ® ® ® ® L ] ®
Andrew Fisher [ ] L] L ] ® L ] |
Andy Halford ® ® L ®
Tarnara Ingram ® [ ] ® L ] [ ]
Justin King [ ® ® L ]
Sapna Sood L ] [ [ [ [ ]
Steve Rowe ® L] [ ® ® L ] L] ® [ ] L ]
Eoin Tonge L] [ L ] L L ] & [ L
Evelyn Bourke Q o] [0} o] o]
Y
Fiona Dawsan o] o] Q (s (o] Q
Pip McCrostie o) o] o] o]
Nick Folland ® L ] [ ] L] ® ]

O Newlyappo nted ) Outgong @ General Counsel& Company Secrotary

Never the Same Again pricrities:

n Faster Food growth with Ocado Retail
n Capture value in Food supply chan
Bl simplify range and value in C&H
Turbocharge growth at M&S com

B store estate for the new world
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BOARD CONTINUED

Targets met, ambition to surpass

whichwe were proud ta achieve
with the appointment of Sapna
Sood inJune 2020. In addition,
the independence and tenure of
our directors strikes a considered
balance, ensuring stability white
meeling the guidance set out in
the Code. However, meeting
these externaltargetsisa
milestone and notanend
destination, and we remain
mindful and committedto
driving progress

Last year, we met the target set
out in the Hampton-Alexander
Review, ensuring at least 33%
of Board members identified
as female. This year, new
appointments focused on this
area and remained compliant
throughout, surpassing the
target towards the end of the
year We also voiced our ambition
last year, in line with the Parker
Review, to appoint at least one
Board member from an ethnic
minonty background by 2021,

Hampton-Alexander Review

Target [ ]
mes I

Target 33%fermale Board

Parker Review

Target | ]
Mas

Targel. One Board member froman
sthnic minority background by 2021

UK Corporate Governance Code 2018

Target [ ]
mes NG

Targot Non executive director tenure
not oxceeding nine years

EXECUTIVE COMMITTEE

Wider leadership

White formal targets have focused on the Board, our ambition

to strengthen diversity extends throughout senior leadership.
We recognise that there is significant work to do in this area, and
believe that the talent pipeline and succession planning are key
For that reason, we have highlighted the gender balance of direct
reports ta the Executive Committee, for which more infermation
can be found on page 27,

ExCo

gender
identity”

® Fernale (14%)
& Male (86%)

* Asat25May 2021

ExCo direct
reports
gender
identity’

® Fernale (44%)
& Mals (GRIN

COVERNANCE

Please see p27 and p62-63 for more detail.
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OURCOMMITMENT

Cur chjective of driving the benefits of a

— Continued invelvement in the 30% Club, — Launchedmandatory Inclusion and

an organisation committed te increasing
female representation on UK boards
through developing our junior leaders.

diverse board, senior managerment tearn

and wider workforce is underpinned by

the Policy, which can be viewed on our
corporate website at marksandspencer.com/

— TheMarks & Start programme, which
thecompany.

continues to support young people, the
homeless, lone parents and those with
disabilities in finding work at M&S.

— Continued active involvement in key
campaigns including LCBTG+ Pride
celebrations, international Women’s Day,
Black History Manth, National Inclusion
Week, Mental Health Awareness Week
and World Internaticnal Day of Disability,

In addition to the above mentioned
commitments to promote gender diversity,
ethnic diversity and succession planning,
the Policy covers other inclusion initiatives
taking place within the Company which are
sponsored and endorsed by the Board.
Curingthe year, these have included:

— Employee-led networks on gender,

Diversity training on our Learning Hub
andupdated curline manager guide for
genderidentity to make sure il follows
the latest terminclogy

— Added our first LGBTQ+ charity

partnership te Sparks for our custamers
and colleagues to support AKT, a charity
supporting LGBTQ+ young people

aged 16-25 inthe UK who are facing or
experiencing homelessness or living

in a hostile envircnment.

ethnicity (BAME), sexual orientation
(LCBTQ+), and disabitities and
health conditions.

raising awareness and our profile as an
inclusive place towork.
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GOVERNANCE

BOARD ACTIVITIES

WHAT WAS ON THE BOARD’S AGENDA IN 2020/21?

Board meetings are animportant mechanism
by which the directors discharge their duties,
including under Section 172(1) of the
Companies Act 2006.

° For more information, see p34-36 for our
Section 172(1) statement and pE8-69 for
decision case studies unpacking the
Board's Section 172(1) considerations.

Board meetings are also an important platform
for the Board to debate robustly and chatlenge
management on elerments of the Company’s
perfarmance, specific projects or areas of
strategic significance,

Key to

stakeholder

groups:

Key to the em— Faster Food — Capture simplify
Never the Same 1 growth with 2 valuein Food ‘3 range and
Again priorities: Ocado retail supply chain € value in C&H

Meeting agendas, agreed In advance by the
Chairman, CEG and Company Secretary,
cormbine a balance of regular standing items,
such asreports oncurrent trading and financial
performance, with one or two detailed “‘deep
dives”. These pages give an overview of the
main topics on the Board's agenda throughout
the year.

Shareholders @Cnileagues @ Suppliers Customers @Communtes @ Partners

Turbocharge

4 growth at 5 forthe
M&S.com new world

STRATEGY Never the Same Agwin oND TRANSFORMATION

Updates onthe progress of the transformation
programme were provided at each meeting,
supplemented by deep dives presented by
the relevant business areas. These updates
enabled the Board to monitor and drive the
transformation programme forwards, while
also providing guidance and challenge

where needed At the starl of the yearour
transformation programeme was already under
way with improvemenls in all core areas

covip-15 900000

of the business Covid-19 and Brexit, two major
uncertainties, brought new challenges but
added further pace and acceleration 1o our
transformation Inresponse, we created our
five priorities under the Never the Same Again
{"NTSA") programme, as announced at our
half-year results All of the Board's strategic
discussions have been principally focused an
the NTSA priarities, while being contextualised
and shaped by these two major

uncertainties. To drive change and navigate
these additional uncertainties, the Board has
continued to hold unscheduled calls as
required, often on a weekly basis,
supplementary to scheduled meetings
during 2020/21.

© Read more about the Board's condensed
governance cadence onpb0.

@ For more information on our strategic
pricrities, see p7.

BREXIT 9@ & 00

The Beard has continued Lo reflect on, and direct the Company’s

As with Covid-19, Brexit preparedness and its potentialimpact

Store estate

response to, the ongoing impacls on the business resutting from the
Covid-19 pandemic. In each of its strategic discussions, it has
considered how best to manage the uncertainties associated with
Covid-19 (and therefore this has not been repeated in the Strategic
Deep Dives section below). Most notably, the Board has discussed
during the year the impceriance of improving and accelerating the
shift toonline in the C&H business, especially during various
lockdowns in the UK and internationally when non-essential retail
has been closed; the urgency in future-proofing the UK store eslate,
increasing our Food presence in popular retail parks and out of town
locations for more spacious and convenient “weekly shops™, and,

has been continually discussed across all strategic areas The
negatiations with the EU were monitored closely, but the Board and
rnanagement’s focws has remained reselutely committed to
mitigating the impact and ensuring that the businesses remained
focused on providing Lhe best possible service to customers The
Board has considered in detail throughout the year- the potential
financial impact on profits of the various scenarios of leaving the EU
with or without a trade agreement; post-deat, the need to reshape
our supply chamn and overcome thelegistical difficulties of sending
product from the UK, specifically to the island of Ireland; and finally,
coming te terms with the new operating model for the International

ensuring the success of the Ocado partnership amid increasing anline business, due to the increase in tanffs and administrative burden

demand. [1EHHENR

Brexit caused ([ EIEINIE

STRATEGIC DEEP DIVES

At each meeting, the Board discussed strategically significant matters in greater depth to evaluate progress, provide insight and,
where necessary, test, challenge and decide an appropriate action. These included:

Clothing&Home 9 9000

- Discussedthe C&H proposition, brand framework
and supply chain, monitoring and challenging
against agreed transformation milestones

- Debatedinvestment and development in areas
such as product and design to drive the C&H
strategy, with particular regard to sustamnable
change and future-proofing -nn

Third-partybrands § @@ @@

— Cuided and suppof ted management to develop
the approach to third-party brands and debated
the critena brands would need to meet in order to
be considered for investrment, highlighting
the importance of the customer lens and
Plan A alignment

66 Marks and Spencer Group pl¢

— Considered the ments of acquisition,
collaboration, consignment and

wholesale models -n
Food 99900

- Discussed changing customer behaviour and
ourresponses to I, covering product range and
packaging, store layout and plans forthe
hospitality business

— Monitored activities relating to the modernisation
of the end-ta-end supply chain in¢luding the
roll-out of Vangarde Discussing the need for
continuous Improvermnent throughout the network
and the partnership model for the Foad business.

Ccado 9909

- Challenged and supported management’s
operational and marketing plans for the
Septernber 2020 launch and subseguently
evaluated the success of the transition

- Discussed Ocado's trading performance and

plans to develop the joint venture relationship
with an absclute focus on the custormer and

driving growth "!ﬂ



STRATEGIC DEEFP DIVES CONTINUED

Bank & Services @ @@

— Provided feedback on the updated commercial
framowork and strategy for M&S Services and
discussed how thiswould suppert driving the
Group's strategic prioritics, including customer
proposition, plans for growth and partner
relationships. nn

Property @ 0@ 0®

— Reviewed plans and received updates on
cost-saving inttiatives, leases and rent
arrangements. Offering guidance on
negotiations with landlords and challenging
management to bring difficult questions for
the Board's consideration

- Took an active role in shaping the Company's
respanse on business rates and the store closure
and renewal programmes.

Digital & Data 9 @@ @

- Endorsed the MS2 concept to develop digital
talentin C&H, providing insight and guidance on
the critical success facters, and encouraging the
ExCo to proactively oversee the process.

- Monitored transfoerrmation progress on M&S .com
customer experience, personalisation and growth,
and on plans to integrate digitat capabilities and
new techrology in stores. [ IIE

Sustainability and Plan A § 9000 ®

- Debated a new approach to Plan A and agreed to
modernise the tramework of principtes, closely
aligning this with the Company’s strategy and
stakeholder prioritics, and embedded mare
strongly into the M&S brand. The ESC Committee
was formed to support this, acknowledging
growing stakeholderinterest in the topic.

Sparks O 0®

~ Evaluated the success of the $parks relaunch and
discussed ambitions te integrate Sparks more
deeply throughout the business, driving further
growth through the toyalty offer

— Discussed the merits of various Sparks initiatives
aimed at improving the customer offer and
loyalty, through non-financial rewards including
Sparks Live and Supersize Sparks. nB

International 9 00008

— Against a backdrop of uncertainties across owned
and franchise markets, reviewed progress in the
International transformation programme

— Focused management onunderstanding the
urgency of growing online, culminating nthe
onlinelaunchin 46 new countries, increasing
agility in the supply chain, and medernising the

store portfolio. | IEIERIE

ORGANISATION CULTURE AND BUSINESS INVOLVEMENT GROUP (‘BIC’)

— Focused on trading and operating safely, as well
as rewarding colleagues continuing to work during
the first lockdown, with store colleagues given a
one-off 5% pay increase forthe period and
support centre colleagues given a one-off share
award amounting to 5% of salary for the penod

— The Board feit strongly that colleagues placed
on furlough should not experience a decline
between their ordinary pay and the government
grant, and therefore agreed to fund the difference
to ensure that colleagues receved 100% of pay
This informed later Remuneration Committee
discussions and approvat for paying the national
Lving wage to all cotleagues, effective from
June 2021

- Debated organisatignal restructurng in Retail &
Property and C&H, considering the terms and

CHIEF EXECUTIVE OFFICER UPDATE

impact onthe business overthelengtermand the
impact on and views of stakeholders, chiefly
colleagueviews A voluntary redundancy
programimne was regretfully agreed upon
Aconsultation was communicated and managed
via BIG that culminated in 7,000 voluntary
redundancies

— Inaddibion to the annual standing nvite to
three Board meetings and one Remuneration
Committee meeting, the Chair of National BIC was
inwvited to make use of attending in full and seeing
all papersin order to provide colleague insight and
sentimentin focused BIG deep dives, and to input
onagenda iterns throughout Board meetings.

— TheBgard gave thanks to the outgoing BIG Chair,
and welcomed the newly elected Chairtoits
meeting in December 2020

— Discussedtalent and performance reviews
taking place across the business Non-executive
directors offered insights to management from
their external experience on successful metheds
for driving a lwgh-performance culturc and an
cngaged and motivated workforce

— Encouraged development and improved
communication of M&S's culture and character
as anemployer, to attract the flexible and
entrepreneurnal talent required to excrute the
digital agenda

- Discussedinclusion and diversity intbiatives taking
place throughout the year, such as National
Inclusion Week activity, new support and
e-learning for ine managers oninclusion, and
thelaunch of the Culture & Heritage network,

GCOVERNANCE

CHIEF FINANCIAL CFFICER UPDATE

The CEO's monthly presentation to the Board focuses on operational activities
of strategic significance across the business. In addition to deep-dive items,
transformation updates and People matters covered elsewhere, the Board
discussed trading in each business unit, including sales trends, supply base
performance, regional activity and performance against competitors. Insight
was also provided on cvents throughout the year such as brand launches,

seasonal trading at Christmas and Easter, and Black History Month.

GOVERNANCE

Financial updates, provided by the CrO, are considered by the Board at every
meehing and cover monthly sales performance, profit, cash flow, cost base,
capital expenditure, and outlook for the year The CFO updates during the year
also inciuded discussion on “key event”itemns, such as budget setting, dividend
decisions, share price movements, measures to secure iguidity, feedback from
investors and changes inthe finance leadership team

PRINCIPAL COMMITTEES

The Board and Committec calendar s arranged by
the Ceneral Counset & Company Secretary in
conjunction with the Chairmantoensure the agility of
information flow and decision-making The principal
Committers usuatly mect within the week before

the Board to provide the latest updates and
recommendations for approval at each Board
meeting, with the following discussed by the Board
inrespect of the principal Committees:

Audit Committee

— Agreed the proposed Group-level principal
risks and the appropriate treatment and
mrtigating activities

— Discussed, agreed and made plans to
communicate and disclose the Group's risk
appetite andtolerance, and evaluated the risk
profile atreqularintervals against this.

— Reviewed half year, @3 and full year results,
including exceptional itemns and the audit
timetable and plans of the external auditor

— Evaluated Internal Audit activity, and approved
planstoapproprately reflect Covid-191mpacts

Remuneration Committea

- Reviewed updates on senjorleadership objectives,
targets and remuneration, including how these
would be communicated to key stakeholders.

— Discussed remuneration activities relating to
Covid-19,inctuding furlough, store colleague pay
uplift and the b% share award

Nomination Committee

— Approved recommendations to appoint four
new ncn-executive directers and reviewed
updates on inductions

ESG Committee

— Discussad the need for, and approval of, the
formation of the ESC Committee, announced in
December 2020.

— Considered the development of the Plan A
programme refresh

— Received updates on the ESG communications
framework and approved recommendations for
ESG-related disclosures within the annual report,
including preparations for adopting the Task
Force on Climate-related Financial Disclosures
("TCFD") recomrmendations

— Inwited the Board to attend external speaker
sessions to develop insights on ESGissues.

OTHER GOVERNANCE

The Ceneral Counsel & Company Secretary provides a
legal and governance update at every Board meeting,
covering ongoing litigation, confidential project
status updates and closed periods, share register
analysis, sharcholder insight and priorities, delegation
of authority updates, and updates torelated parties
and potential conflicts of interest,

Building on the success of hybrid meetingsin
previous years, the Board took the decision against
the Covid-19 backdrop to run an ostensibly digital
Annual General Meeting ("ACM™in 2020, seeing
participationtreble and all resoluttons passed, with
votes ranging from 90 89% to 99.97% in favour

Board impact

— Discussedinsights and development plans from
the external evaluator, including one-to-one
menter pairing between non-executive directors
and ExCo members
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BOARD ACTIVITIES CONTINUED

KEY BOARD DECISIONS
& S172(1) CONSIDERATIONS

In addition to the considerations, debates and decisions outlined already, the Board made some crucial decisions during the year,
promoting our purpose, strategy and long-term sustainability. All Board decisions, whether iterative and complex, of immediate
and straightforward, are made having considered the matters set out in Section 172(1) of the Companies Act 2006,

and here we analyse sorme of these decisions and considerations in detail.

(ovid-19 working & colleague redundancies

There has not been a stakeholder who has been unaffected by this global pandemic,
both directly and indirectly. We detailed the Company’s initial response to the crisis in
last year's report (pages 50 to 53 of the 2019/20 Annual Report), and the Board continued
to make decisions throughout this year to ensure that the business not only dealt with a
prolonged pandemic but also prepared itself to emerge into a changed world in a very
different, Never the Same Again, shape.

Stakeholder considerations

Despite customs embargoes or
changes in our buying volumes,
our suppliers have respanded
dynamically and robustly to
support the pivol intc categories
and products that our customers
have reguired ovey the past 12
rmonths. The Board has therefore
striven to support suppliers, and
balance their often conflicling
interests. When the Clothing &
Horme ("C&H") business
anticipated being severely
constrained during lockdown,
the Board neededtoact Lo secure
the Company's Liquidity forthe
likely duration of the crisis, andits
optionsto dosoinciuded
amending our supplier payment
terms. Inconsidering tne impact
that this would have on them,
the Board resolved o ask our
larger suppliers to accept less
favaurable payment terms, to
help offset the cost of providing
improved financial terms to our
smaller suppliers wha rely on
prompt payment to remain
economically viable. In exchange,
the Board commitied to
standing by our larger, long-term
suppliers, pledging that no
fabric would go to waste and all
orders placed before halting
production would be paid for

on normal terms.

QOur category mix has had to
adapt to custormer demands
during Covid-19, pivoting away
fram formalwear and schoolwear
towards loungewear and home
accessories This trend has been
compounded by the evolution
of how customers shap, and the
arowthinonline sales has
stretched the capacity of our
suppliers and distribution
network The Board considered

Marks and Spencer Group plc

this impact at length when
contemplating the appetite for,
and ways in which te maximise the
online epportunity, which it had
already agreedwoutd be inthe
bestinterests of customers (to
keep pace with their demands)
and shareholders (to ensure
the sustainability of the C&H
business). When it was ultimalely
agreed to introduce third-party
brands to the M&S ontine offer,
the Board had contemplated
boththe need to substantialty
increase our online capacity tc
avoidunnecesssry straincn
warehouse colleagues (leading
directly to the Board's later
decision to build a new
autornated online warehouse
within the Bradford distribution
centre, creating 300 new jobs),
and the nged tonurture
praductive and affectve
relationships with third-party
brand partners. These
arrangements were then
individually taillored to reflect the
level of M&S involverment and
support that the brand woutd
require (either through new
concession or wholesale
arrangernents, or in the case

of Jaeger, an acguisition).

By being both a C&H and Food
retailer, with C&H deemed
non-essentiat retail for a
significant part of the varicus
lockadowns, continuing to trade
Food from stores also selling C&H
was a camplex ang constantly
evolving issue Maintaming close
warking relabionships with tecat
authorities has been aconstant
consideration of the Board as a
result, Only by considering and
consulting with the UK and
international governments,

the devolved UK administrations,
andlocal authorities, was the
Board able to navigate the
variety of trading rules, ensure
our colleagues and customers
feel safe in our stores, and
continue (o trade the business
asmuch aspossible inthe UK
and internaticnaily.

Qur colleagues have been
remarkable throughout the
Covid-19 crisis, demonstrating
time and againwhat a hugely
impaortant part they playin
maintaining the M&S brand.
When the Board has discussed
measures to preserve liguidity
and ensure that the businessis
right-sized for the future, it has
donescwith the need tc supporlt
and protect colleague interests
as aconstant consideration’

- Giventhat asizeable portionof
our C&H store estate was not
trading during the various
lockdowns, the Board took
the decision at the start of the
panderic to place 27,000
colleagues on furlough,
agreeing that all furloughed
colleagues should receive their
full pay Colleagues needing
to shield for medical reasons
were prioritised for furloughif
they were unable to work fraom
horme, while additional training
and digital tools were rolled
out for colleagues tobe able to
work flexibly across different
areas of the business, bringing
the number of furloughed
colleagues down to less than
1,000 at the time of writing
this report

- The Board were keen to ensure
that colleagues working
throughout the first UK

national lockdown were
rewarded for their dedication
and loyalty, store colleagues
were awarded atemporary
15% upliftin pay, while support
centre colleagues received a
share award eguivalent to

5% of their salary over the
same period

As part of the more digital and
flexible approach toworking,
andthe need Lo ensure that the
businass is fit for purpose to
operateinamore digitally
enabled world, the Board
considered options for
strearnlining the business and
reducing costs, which included
the possibility of colleague
redundancies. Noting that this
was the only viable option for
right-sizing the business for
the future and therefore in the
best interests ¢f shareholders,
the Board was nonetheless
mindful of the potentiat

impact on colleagues and
communities Assuch, the
Board agreed that colleague
chowce shauld be a factaras far
as possible and that the
Business Involverment Group
("BIG") should play a pivotal
role in communicating with and
supporting colleagues through
any job losses When the Board
decided to make 7,000 roles
redundant, they stipulated
that these were to be made
first by a voluntary redundancy
programme ahead of any
compulsory redundancies

AlL 7,000 redundancies were
made voluntarily by colleagues
asaresull



Creation of MS2

Over the past three years, the Croup has made significant
investment in its online capabilities, supported by expansion
of capacity and improvements to operations at the Castle
Donington distribution centre. However, M&S.com had
previously been structured as the ontine channel of a bricks
and mortar retailer, resulting in operations run in tandern with
physical store-based trading rather than competing head-to-
head with pure play competitors. Launching a new division
within the C&H business to maximise anline growth, M52,
builds oninvestments made in recent years and ways of
working adopted during lockdown, evalving from a number of
decisions the Board made in consideraticn of its stakeholders.

Stakeholder considerations

It was clear from the start of
lockdown that the impact of the
Cowvid-19 pandemic would leave

the C&H business forever changed.

Te ensure the business cngoing
viability for shareholders, the
Board considered the importance
af conlinuing to tfrade online and
meeting customer expectations,
despite C&H store closures as a
result of being classified as
non-essential retail. To assist with
clearing store stock and to keep
pace with the growth in online
orders, the Board approved plans

for the "buy online, ship from store”

(“BOSS™) system of delivery to be
rolled out across C&H stores,

allowing for online orders to be
picked from store stock

While the initial results of the
BOSS roll-out achieved the aim

of clearing surplus stock in

stores, the Boardand
rmanagement received feedback
from colleagues that store
operations were being impacted
In considering this feedback, the
Board approved plans tomaove
BOSS arder picking outside stare
opening hours and introduce night
shifts for colleagues. Further
feedback reiayed to management
andthe Board from customers
outlined issues with delays and

Ectablishing an ESG Committee

The Board agreed that the ESC Committee should be created,
effective from 16 December 2020, to assist with the refresh of
the Plan A sustainability programme in the first instance, before
monitoring its ongoing execution and wider ESG initiatives and

compliance with requlations.

Stakeholder considerations

In deciding to reinvigorate
Plan Aand establish the ESG
Committee for oversight, the
Board considered.

- The growing contingent of our
investors expecting to see
environmental, social and
gevernance matters embedded
within our overarching strategy.

- Our customers, who are
bhecoming increasingly
concerned with ESG 1ssues,
including climate change,
sustainable sourcing and ethical
trading, to the point where we
risk losing therr loyalty If we
cannot demonstrate that we
are addressing these concerns

— The mounting prassure from
our wider community including
current and prospective
colleagues, voiced through the
media, to"do more”and be a
better corporate citizen.

~ The need 1o minimise
our impact on the environment
and ensure that we donot
contsibute any further to the
climate crisis.

multiple deliveries arising from
asingle order. On consideration
of Lhis, and of the increasing
distribution costs and
environmental impacts of running
the BOSS system more widely,
the Board uttimately agreed
that a complete solution to
rapid fulfilment needed Lo be
developed, deciding te increase
capacity at Castle Donington in
the first instance

Alongside the rapid growth of
anline and fulfilment, the Board
considered customer demands
and the corresponding pressure on
our suppliers Lo meet changing

customer trends in product mix.

It therefore turned to the question
of whether to meet these demands
by introducing other brands inte
the product mix. Having seen
unprecedented demand for the
Nobaody’s Child collaboration,

and considering the short-term
shareholder and customer
benefits of being able to quickly
diversify into new product areas at
considerable scale, the Board
decidedtointroduce third-party
brands to the ontine C&H offer.

Qur most
sustainable

denim yel
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BOARD REVIEW

The 2021 external Board Effectiveness and
Developmental Review was conducted
according to the principles of the UK
Corporate Covernance Code 2018 (the
“Code”) and the supporting Guidance on
Board Effectiveness, and was facilitated
by Gurnek Bains of Clobal Future Partners
("GFP"). Gurnek Bains, and GFP, has no
other connection with the Company,
other than the work that heis doing to
support the develocpment of the Executive
Committee ("ExCc”) members as part

of their individual and collective
development plans.

The Company's last externally facilitated
Board Review occurred in the previous
year and was detailed in the prior year's
annualreport on page 56,

One of the outcomes of last year's

Board effectiveness review was to retain
GFP for this year, in part to review progress
against the previous year's findings.

THE PROCESS

As with the previcus year, in making its
assessment of the Board and principal
Committees effectiveness, GFP observed
proceedings of at least two Board
meetings. GFP was also given accesstoa
full year's worth of Board and Committee
papers via a secure portal, to assist them
in assessing the quality of the information
that had been provided to the Board and
Committees during the year.

However, the key change from the prior
year was the number of one-on-one
sessions that Board members and key
Board contributors had with GFP.Due

ta the travel restrictions imposed by the
Covid-19 pandemic, a host of these
interviews were conducted electronically,
and the one-on-one style worked for the
Board members and contributors, who
commented that they found the format
relaxed yet focused.

“The Board had maintained
its existing strengths while
making excellent progress
on developing the ExCo and
ensuring that, collectively,
there was effective oversight
of key strategic themes.”

Gurnek Bains, Global Future Partners
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These interviews were conducted with
Beard members and the General Counsel
& Company Secretary, and feedback was
provided on GFP's observations of the
Board and its Cemmittees and the papers.
For the first time, and as a direct result of
one of the findings of the previous year's
Board Effectiveness Review, interviews
were alsc held with the ExCo members
to gaininsight into their performance,
and their relationships with the Board.
GFP provided observations and
recommendations on how these
relationships could be developed to
become more effective These meetings
also provided Board members with the
cpportunity to discuss further thermes
that had emerged from the Board action
plan from last year, as weil 25 addressing
topics that emerged from sessions held
this year

OQUTCOMES

The Chairman received feedback from all
Board members on his performance, as
well as on the effectiveness of the General
Counsel & Company Secretary, with a
particular focus on the onboarding of
new directors, and the Board involvermnent
programme. The Chairman was also
provided with feedback on the
performance and effectiveness of each
Board mermber, with particular attention
being paid to Committee Chairs and the
Senior Independent Director These
assessments focused on the role, skills
and contributions made by individual
members and the Boardroom dynamics
at play.

The final GFP report was shared and
discussed with Board members separately,
in advance of the Board meeting held

on 24 May 2021, At that meeting, the
cenclusions and insights gained were
formally agreed and an action plan for the
year ahead was developed and approved.

BOARD REVIEW INSIGHTS

This review established that the Board

had maintained its existing strangths while
making excellent progress on developing
the ExCo and ensuring that, collectively,
there was effective aversight of key
strategic themes, the transformation
programme and the cultural and

people agenda,

There was recognition of the effectiveness
of the increased involvement of the
Board during the pandemic, and
acknowledgement of the meaningful
contribution made through the Covid-19
crisis. New Beard members have been
successfully integrated and describe a
“bestinclass” induction process. Board
members also expressed continuing
confidence in the operation of the Board
Committees and welcomed the creation
of the ESG Committee.

Committees

Board Committees were also reviewed
and, overall, were considered to function
well in terms of their effectiveness,
decisicn-making and the rigorous manner
inwhich they addressed any issues
brought to their attention.

Chairman

It was noted that the Chairman had driven
the transformation at pace, and had
strengthened thelink between the

Board and senior leadership during the
course cf the year, by encouraging the
mentorship of senior management by
non-executive directors. His leadership of,
and recruitment onto, the Board was
classed as purposeful.

Senior Independent Director

Due to the significant change over recent
years at Board level, the role played by
Andy Halford has been noted as having
animportant stabilising effect onthe
Board while new Board members settle
into their roles.

BOARD ACTION PLAN

‘The Board acticn plan for
2021/22 includes;

- Working closely with the senior
axecutive team on reporting into
the Board and monitoring of the
transformation programme.

- Continuing to increase the level
of engagement between the
Board and senior executives and
making progress with the ExCo
mentoring programme.

- Ensuring that the culture and people
agenda are at the heart of the
Company’s transformation.

- Monitoring and building on the work
done following the creation of the
ESC Committee.



GOVERNANCE

NOMINATION COMMITTEE

COMMITTEE ROLE AND MEMBERSHIP

REPORT

MEETINGS HELD IN 2020/21

The Committee reviews the leadership
and succession needs of the organisation
and ensures that appropriate procedures
arein place for nominating, inducting
and evaluating directors. In addition,

the Committee ensures that the Croup’s
governance facilitates the appointment
and devetopment of effective
management that can deliver
shareholder value over the longer term.
The full Terms of Reference for the
Committee can be found at
marksandspencer.com/thecompany.

The Committee comprises the non-
executive directors and is chaired by
Archie Norman. individual meeting
attendance and changes to membership
are displayed in the adjacent table. More
information on the skills and experience
of all Committee members can be found
on pages 62 to 64.

66

The Committee’s
activities had
particular focus
on aligning our
leadership team’s
skills with the
post-Covid

strategy.,’

Archie Norman,
Chair of the Nomination Committee

Iinbe.—/l Number of Maximum
since meetings possible
attended meetings
Archie Norman 1Sept 2017 5 5
Andy Halford 1Jan 2013 5 5
Andrew Fisher 1Dec 2015 5 5
Justin King' 1Jan 2019 4 5
Sapna Scod 1 Jun 2020 4 4
Tamara Ingram 1Jun 2020 4 4
Evelyn Bourke 1Feb 2021 1 i
Former non-executive directors who served on the Committee for part of 2020421
Pip McCrostie? 10 Jul 2018 4 5
Alison Brittain 1Jan 2014 1 1
Katie Bickerstaffe 10 Jul 2018 1 1

1. JustinKingwas unableto attend the mecting on 12 April 2020 for personal reasons
2. PipMcCrostie was unable to atlend the meeling on 25 June 2020 for medical reasons.

More information on the Nomination Committee is available in our

COVERNANCE

full disclosure of compliance with the UK Corporate Governance Code at

marksandspencer.com/thecompany.

REVIEW OF THE YEAR

2020/21 was a busy year for the
Committee, which oversaw the induction
of a new Chief Financial Officer and the
appointment of four non-executive
directors. This was in addition to the
Committee’s usual talent and succession
activities which, as covered on pages

64 and 65, had particular focus on
strengthening diversity and aligning

our leadership team’s skills with the
post-Covid strategy. The Committee’s
performance was reviewed as part of
the 2020/21 externally facilitated Board
Evaluation, which is covered on page 70.

The review established that the
Cormmittee functions wellin terms of
planning succession to Board roles and
other senior positions. For directors and
senior leaders, developmental feedback
and support has also been provided as
part of the evaluation process.

BOARD UPDATES

Towards the end of last year, the
Committee discussed and guided the
creation of the role of Chief Strategy and
Transformation Director, which Katie
Bickerstaffe took ug in April 2020.

As announced on 18 May 2021, Katie's role
has now evolved into joint Chief Operating
Officer, along with Stuart Machin.

Also towards the end of last year,
the Committee was embarking on the
detailed process te appoint and induct a

new Chief Financial Officer, culminatingin
the arrival of Eoin Tonge inJune 2020.

Shortly after, the Committee identified
Sapna Sood and Tamara {ngram as
valuable additions to the Board and
ensured both non-executive directors
undertook comprehensive induction
processes on their joining the businessin
June 2020, despite Covid-19 restrictions.
Their value was guickly demonstrated,
and the two became the first members
of the newly formed ESC Committee.

At the 2020 AGM, the Board gave
thanks to Alison Brittain, who stepped
down after six years of service as a
non-executive director.

More recently, the Committee
recommended to the Board the
appointment of Evelyn Bourke, who
formally joined the business in Felruary
2021, As well as joining the Nomination
Committee, Evelynis the newest
member to join the Audit Committee
and brings extensive financial and
risk-related experience, the value of
which has already been felt throughout
the year-end process.

At the very end of the financial year,

Pip McCrostie retired from the Board with
our heartfelt thanks for her active and
committed contribution to the Company.

The Committee was keen to maintain the
balance of diversity and skills at Board
level, and quickly commenced the process
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NOMINATION COMMITTEE REPORT CONTINUED

to identify our newest Board calleague.
In April 2021, the Committee was pleased
to recornmend the appeintrnent of Fiona
Dawson, who joins as a non-executive
director on 25 May 2021. Fiona joins

fram Mars, Inc. with a wealth of global
marketing and sales experience and &
skitlset which aligns with our accelerated
transformation strategy. Fiona's
appointment ensures that the Company
maintains a 40% female Board, exceading
both internal and external targets.

DIRECTOR TENURE

As at the publication of this report, atl
directors have a tenure not exceeding
nine years. During the year, the
Committee considerad the tenure of
Andy Halford, who will have served for
nine years in January 2022. On review,

it was established that Andy remains
independent, and provides a key point
of stability during a period of significant
change. it was further agreed that
Andy's skills and experience remain
relevant, and his capabilities as Chair of
the Audit Committee are greatly valued
by the Company.

EXECUTIVE COMMITTEE AND
TALENT MANAGEMENT

One of the key leadership changes
supperted by the Cammittee has been
the transitton of the Operating Committee
inte the Executive Committee ("ExCao"),
whichis covered in more detail on

page 60.

The Committee agrees with management
that the compaosition of the ExCo
improves the efficiency and effectiveness
of decision-rnaking, mirroring the Board's
approach to a more condensed set of
governance arrangements.

The establishment of the ExCo included
the assignment of a Nomination
Committee mentor to each ExCo member.
in addition, the Cammittee supported

the CECQ in his appointrment of three new
members to his senior team, with Richard
Price joining Eoin and Katie on the
ExCoinJuly 2020 as Clothing & Home
Managing Divector,

As part of a wider programme to assess
talent and succession in the business,
the Committee mempers have been
available to advise the ExCoinits review
of all senior leaders.

The focus on talent assessment and
development has extended throughout
the organisation and has culminated in a
different-shaped business withimproved
controls around talent management
While discussions have principally

taken place at the Board, ExCo and
Rermuneration Committee, the
Cornrmittee betieves that this reflects
the vital alignment between perfarmance
and reward
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DIRECTOR SUCCESSION AND INDUCTION PROCESS

Inlight of the Committee’s active year, we have taken the opportunity to outline

our approach to recruiting and inducting non-executive directors. The process is
designed to ensure the search for and appointment of our directors is thorough and
inclusive, and that their inductions provide an effective introduction to the M&S
boardroom and, more crucially, facilitate a comprehensive understanding of

the business.

The Chairman leads the Committee, working
with the Gereral Counsel & Company
Secretary to develop acandidate
specification, using a talent and expertise
malrix reflective of the one on page 64.

The executive search
agency reviews the
specification and
produces a long list of
candidates from

Company duties.

Comprehensive
pre-read of Board
and relevant
Committee papers
from the previous
12 months

leadershipteam
introductions.

Stakehaolder
priorities analysis
and overview,
including
introductions to

Investor Relatians,

ncluding visits to
renewal stores and
amorning spent
working in store.

Logistics depot
visit, Castle
Donington
distribution centre

Corporate visit and website

Communications demonstration

and Plan A _ Partner
introductions
and visit to
Ocado’s offices.

Customer services
visit and customer
datainsight
overview

Meeting the
external audhtors
and board
development
adviser,

The candidate briefis then placed with an various backgrounds ™
executive search agency who must be a and industries,
signatory to the Voltuntary Code of Conduct including thase
for Executive Search Firms in line with our with littlearno FTSE
Board Diversity Policy. board experience.
“
The successful The candidates are The Chairman
candidate is then interviewed and assessed identifies a short list of .
recommended for against pre-determined candidates following
appointmeant to the criferia and n line with feedback from the
N2 Board, with the the specific candidate Senjorindependent
Ceneral Counsel & orief Thisincludes meeting Chrector and other
Company Secretary Board members on members of
tasked with the amore informal the Committee
formalities, basis tc determine
interperscnal dynamics.
The final step in the recruitment process is to provide our new directors
with arobust induction to the business. The importance of this step
cannot be overestimated, as it forms the mechanism to support cur
directorsn meeting their stalutory duties, embedding their
understanding of our strategic priorities and bringing the Board ¢closer
to decision- makers and those tasked with running the day-to-day
management of the business.
Same activities included in this year's inductions have been
Before arrival: Within the Within the first Within the first year:
- Boardprocedures  THrstmonth: three months: - Attend National
and PLC/Listed - Businessunit - Storevisits, BIC meeting and

colleague services
overview

Introductionto
our heritage and
visit to the M&S
Company Archive.

Attendance at
management
meetingsand
product previews.
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Sustainability is
about securing the
long-term future
of abusiness and
protecting the
resources we all
depend on.,’

Tamara Ingram,
Chair of the Environmental,
Social & Governance Committee

ESTABLISHMENT

lwas delighted to be asked to set up

the new Board Sub-Committee (the
“Committee”) on Environmentat, Social &
Governance (‘ESG™) matters. M&Sis a very
special business - with loyal customers,
passionate committed collezgues and a
wonderful legacy of caring service,
environmental leadership and deep-
rooted community values. As Chair of the
Committee, I'm pleased to present our
report for the year covering activities from
our establishment in December 2020.
These have been focused on reviewing
our activity and ensuring our strategy
continues to lead the way and

communicates the M&S point of difference.

PLANA

The impertance of Plan A to the M&S
brand and culture cannot be overstated.
The programme, appropriately named
Plan A"because thereisnoPlan B", was a
ground-breaking venture in 2007, creating
a fully integrated sustainability plan
reflective of the M&S values of helping our
colleagues, customers and communities
lead happier, healthier and more fulfilling
lives. It is through Plan A- our multi-year
sustainability action plan—that we
address the risks and opportunities that
environmental and societal issues present
to us as a business. It drives us to make
better choices tc ensure that M&S5, and the

precious resources and planet we rely on,
arein better shape for the future.

How a business approaches sccial and
environmental chatlenges is of increasing
importance to all stakehclder groups.

In recognilion of this, the Committee

has met ona monthly basis inits first six
months, with an update to the Board after
each meeting. The Committee has been
frequently attended by members of the
Executive Committee (‘ExCo") and senior
management. As a Committee, ourroleis
to provide the additional rigour, support
and challenge for the business as we
reinvigorate our Plan A programme to
uphold its leadership and keep it at the
very heart of M&S' customer proposition.
As part of thatrole, we've looked at
industry benchmarking, consumer insights
and future trends, discussed marketing
and communications frameworks, ways
to embed Plan A more deeply within the
business, as well as the framework against
which progress will be measured.

ESG-RELATED RISKS AND RESPONSE

In addition to overseeing the governance
underlying the various projects for Plan A's
reinvigaration, the Committee has
supported the Audit Committeeinits
review of new and existing risks relating

to ESCtopics.

COMMITTEE ROLE AND MEMBERSHIP

Specifically, the Committee reviewed a
new “social, ethical and environmental
responsibility” risk, confirming its
appropriateness to the Audit Committee
as a distinct risk from the ‘corporate
compliance &respeonsibility” risk that
previously covered ararge of ethical
considerations. This new risk includes a
broad spectrum cf issues; envircnmental,
human rights, animal welfare and ethical
standards and commitments. In identifying
theseissues, we acknowledge the trust
that customers place in the M&S branad
to source sustainably and ethically, and
their ongoing concern around issues
like deforestation and animal welfare.
We also recognise the increased focus
from regulators and investors on these
issues, particularly following ongoing
interest in hurnan rights abuses in supply
chains in the UK and abroad.

As well as overseeing related risks, the
Committee has recognised that these
changesin the external environment are
current and require responsive action
now, and has advised management
accordingly. This wider support for
management has covered advising the
business ahead of signing the ‘Exit the
Uyghur Region’Call to Action to address
human rights abuses. The Committee has
also critically reviewed, and subsequently
monitored progress with actions raised by,
the business’ co-authored Oxfam report.

The Committee is responsible for ensuring
that the Company has an ESG Strategy
(“Plan ATy that is bothinspinng and
differentiates M&S from its competitors,
while also remaining fit for purpose. The
Committee will also review the effectiveness
of Plan A, including the governance
arrangementsfor ensuring the successful
delivery of the strategy and monitoring its
overall performance. The full Terms of

MEETINGS HELD IN 2020/21

Reference for the Committee can be found at
marksandspencer.com/thecompany

The Committee comprises Tamara Ingram

as Chair and Sapna Sood, with Archie Norman,
Ecin Tonge and Nick Folland standing
attendees at Committee meetings. Steve
Rowe will also be a standing attendee for
2021/22. Individual meeting attendance is
displayed in the table betow More information
onthe skills and experience of Committee
members can befound on pages 62 to 64,

Member Number of Maximum

since meetings possible

attended meetings
Tamara Ingram 16 Dec 2020 3 4
SapnaSood 16 Dec 2020 4 4

By standing invite

Archie Norman N/A 4 4
Eoin Tonge N/A 4 4
Nick Folland N/A 4 4

* Tamarangramwas not present at the meeting on 18 January due tolasl-minute rescheduling andtime zone
differences, but provided input in advance of the meeting and debriefed with members and attendees

immed ately fotlowing the meating
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PREPARINGTO ADOPT TCFD

Alongside the coordination of the Plan A
refresh, the Committee has been priefed
on the Listing Rule, which the Group is
reguired to adopt from FY 2021/22, for UK
premium listed companies to include a
statement in their annual financial report
setting out whether their climate-related

ESGCOMMITTEE REPORT CONTINUED

financial disclosures are consistent with
the recommendations of the Task Force
on Climate-related Financial Disclosures
("TCFD"). While the Listing Rule will not be
applied by the Group until FY 2021/22,
the Committee has recommended that
the Group provides disclosure onits

progress towards adoption of the TCFD
recornmendations, to demonstrate to our
investors and wider stakeholders that the
Company takesits disclosure obligations
and climate change seriously. Accordingly,
our progress on future TCFD reporting is
set out below.

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLLOSURES REPORT

INTRODUCTION

This report sets out our climate-related financial
disclosures, which have been drafted to
dernonstrate our progress towards alignment
with TCFD from FY2021/22 We have done this to
demonstrate, both internally and externally, the
imporiance of climate-related fssues within aur
broader sustainability programme, and also to
generate theinternal momentum to ensure that
we are in a positicn to produce high-quality
disclosures in future years

STRATEGY

We recognise that this is a comnplex issue and
the TCFD recommendations are stretching
For the business to report more accurately,

it needs to build a compliance framework that
provides the Board and the ESC Commitiee
wilh the assurance that disclosures are robust.
This s complicated by the fact that the
majority of the commitrments involve
medium-to long-term forward-looking

The Board has considered climate change as
anemerging risk for a number of years.
However, it has previously concluded that it
should not be a standalone principal risk as
the impacts, and therefare mitigations, are
better served by incorperating climate change
into other existing principal rsks. This year,

ithe Board, with input from the Executive
Committee ("ExCa"), ESC and Audit
Committees, has concluded that, while this
overall approach remains correct, the
Company should be more overt In positioning
climate change risk separately. This s due to
the urgency of the climate ¢risis, the increasing
demands from stakeholders, and Lthe
forthcoming introduction of new regulatory
obligalions and reporting requirements

The ESC Committee reviewed a new “social,
ethical and ervironmental responsibiliLy”
principal risk and recommended that it
should be called cut as anewand distinct
risk fromthe “corporate compliance &
responsibility™ risk.

During the development and research phase
for the refresh of Plan A, our stakeholders,
particularly customers, highlighted the
concerns they expect M&S 1o be addressing,
with a broad spectrum of issues including
climate change and the environment at the
forefront of their expectations of M&S

Furthermore, we haveidentified the need 1o
better understand transitionrisks as 2
consequence of Increasing regutation and
changing societal expectations. This will be
the focus of our scemaric analysis work in
2021/22, which will be carried out to update our
understanding and quantify the impacis of
climate-related transition risks, as well as
physical risks and market opportunities in line
with the TCFD recommendations. The results
of this assessment will be reported in next
year's Annual Report.

stalerments and, therefore, tracking progress
against future targets will be vital

As aresult,inthis first TCFD report, we have
attempted to explain our current position,
state aur expectations for the future and,
importantly, identify where additional work is
required for us to disclose fully against alt
TCFD recommendations next year.

M&S s already Laking action to address the
long-term implications of cimate change

on our corporate reputation, regulatory
environment, physical assets, supply chamn
continuity and impacts for products and
services Qur early targetsio address climate
change mean that M&S already has emission
reduction plans in place far qur own
operations (scope | and 2) which have been
established for over 14 years This focus on
reducing energy consumpticn and increasing
the use of renewable energy has influenced
key investrnent decisions such as the creation
of our automated Clothing & Horne warehouse
at Castle Donington with a rocf-mounted solar
array The businessis committed toensuring
that its slores, offices and distribution centres
are constructed and operated in a way Lthat
considers economic, comfaort, environmentat
and energy whole-Ufe impacts Partof this
commitment and resulting approach means
we are ISO50001'Energy Management
Systems’ certified

Animportant part of cur strategy on chmate
change issues is to engage suppliers and

to changes in climate across the food and
¢lothing industry. In the food supply chain,
we have worked in partnership with tea,
coffee and produce suppliers to ensure that
they are building capacity intheir procucer
and grower networks on climate change
resiience This has included projects focused
onimproving water management for coffee
growers in Peru and increasing resilience of
British growers through our Farming with
Nature programme, with an ermphasis on
enhancing biodversity and pollinator
protection programmes To meet changing

duetoclimate considerations, M&S also
launched a significant category of vegan
faod in 2019 (Plant Kichen), Furthermore in
2020, a new Food innovation Hub was
established to spearhead sustainability

bund greater awareness, action and resiuence

customer demands for more vegan offerings

solutions, including soya-alternative proteins

ENGAGING SUPPLIERS IN CLIMATE-RELATED RISKS AND OPPORTUNITIES

for plamt-based foods and the latest in
material science to reduce plastic packaging
TheHub enables us to track emerging trends
andinsights, and respond to our customers’
needsinthe future

Inthe textile industry, M&S s taking part

in arange of collaborative supply chain
programmes facused on reducing
greenhouse gas emissions, Including WRAP's
Textiles 2030 and the Sustainable Apparel
Coalition ("SAC") Asa signatory to Textiles

2030, we are committed to reducing the
aggregate greenheuse gas {ootprint of new
products by 50% by 2030 The SAChas
collaborated with industry partnersto
develop and define a robust methodology
to measure the climate impactsof the
apparelindustry annually using the Higg
Index. We have asked our top clothing
suppliers to adopt this Index to provide us
with data visibility onenvironmental KPls,
including greenhouse gas emissions Gur
Clothing & Home business also increased its
vegan footwear ranges in 2019.

Plant Kitchen

Food Innovation Hub partnerships will help
M&S Food buitd on its market share of plant
protein ranges
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

POSITION AND AMEITION

M&S has a strategic ambition to enhance our
climate change commitments from carbon
neutral operations today ta net zero ernissions
by 2035 We are currently developing our
targets and delivery roadmap. This work willbe
campletedin FY2021/22 and will update cur
position on the use of renewable energy and
the role of carbon removals {offsets). This
strategic ambition builds on earlier acticns
taken on climate change as part of Plan &

and onthe existing approved science-based
targetstoreduce greenhouse gas emissions;
80% reduction by 2030, 90% reduction by
2035, and a curnmulalive prujec L-based target
for our wider value-chain of 13.3 million tonnes
CO,e by 2030.

The adjacent charl demonstrates that this has
been an issue we have taken seriously, and we
have already made demonstrable progress

on reducing our operational emissions (scope 1
and 2) against the baseline of 2006/2007. Our
scope 3 baseline will be set against cur 2016
position, in line with our science-based target.
Modelling indicates that our total value-chain
greenhouse gas emissions at thal time were
c.6 4 million tonnes.

We intend totrack our progress against scope 1
and scope 2 emissions in future years using the
adjacent chart, and willincorperate and track
progress against scope 3 emissions in the
coming years, building on our science-based
target inthis area.

In addition to this, we wilk undertake scenario
analyses during 2021/22 toupdate our
understanding of climate-related risks,
including transition risks and opportunities
arising from the transition to a low-carbon
economy in line with the Paris Agreement.

WHAT HAVE WE ALREADY DONE

M&S Operational emissions (Scope 1and 2)”
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10-year performance snapshot

Baseline

In 2017, we agreed
Science-Based Targets

* Baseline year is 2006/07 This has been used consislently as our baseline year inannual Plan A perfarmance
reports and our submissions to the Carbon Disclasure Project (COP)

**In accordance with GHG protocal guidelines, and inabsence of approprate renewable sourcing in our
2015-16 reporting year and prior, our location-based cmissions were equal Lo market-based emissions
Sigruficant reductions in markel-based performance in 2017 15 primarnly due to the procurement of renewable
electriaity All figqures represent scope 1 and 2 data anly so as to present a fair and like-for-like trend

forcompanson

M&S is already taking action
to address the implications
of climate change, having had
emission reduction plansin
place for our own operations
for over 14 years.”

Steve Rowe, Chief Executive

Over a decade ago, M&S recognised climate
change as a shared and potentialty existential
environmental threat, and one that could pose
achallenge to our global business operations
and supply chain In addition to our clear
corporate responsibility for cutting emissions
to avoid the worst consequences of climate
change, we recognised that our energy costs
could increase over time and we could be
required by law to cut emissions, We also
acknowledged that a changing climate could
make some raw materials scarce and more
expensive. It was our view that, by responding
effectively, we would buitd greater business
resilience and be better placed ta benefit from
shifting market demands for lower emission
products and services.

That is why, in 2007, we committed to making
our UK and Republic of Ireland operations
stores, offices, warehouses, business travel
and logistics) carbon neutral by 2012. M&S has
beenaleader onclimale changetransparency,
being one of the early companies to make a
full submission to the Carbon Disclosure
Project and to publish GHC emissions, assured
by athird party under their proprietary
methodology, in 2008 Since then, we have
transparently reported onthe progress

we have been making on reducing our
greenhouse gas ermissionsin our annual Plan A
reperis and throughthe Carbon Disclosure

Project. Creenhouse gas emissions data

for M&S operations (scope 1and 2)in 2020/21
can be found within the streamlned energy
and carbon reporling section on page 32
andin our Plan A Report on pages 30-32,
available on our corporate website at
marksandspencer.com/plana

We alsec took early action tounderstand the
physical risks associated with cimate change,
commissioning specialist consultancies to
carry out reviews on our food and clothing
supply chanin 2012 and our properly estale
in 2015. We knew we would have to revisit our
plans periodically to ensure they are keeping
pace with the need for decisive action on the
climate emergency.

Since then, much haschanged Theincreased
focus and awareness on climate change in the
investor community is noticeably different
from 2007 While this is our first year on the
journey to aligning our climate related
disclosures to the TCFD framework, these
disclosures will evolve to become even mare
comprehensive as the Company implermerits
the actions outlined on page 76 during
2021/22 We believe we have made good
progress towards TCFO recommendalions
this year and plan on delivering a fully
compliant disclosure for FY2021/22.

KEY MILESTONES IN OUR CLIMATE
CHANGE JOURNEY

2002 Full submission to Carbon
Disclasure Project

2006 Established our global greenhouse
gas ermissions reporting boundary

2007  Launched Plan A, our sustainability
programme. Set an armbition to be
carbon neutral in operations by 2012

2012 Achieved carbon neutrality in UK
and ROI operations and reduced
emissions by 22%

2014 Achieved carbon neutralilyin
International operatians

2017 New targels approved by the
Science Based Targets Initiative,
Signed up asa supporter to TCFD

20120 Reduced emissions by 70% against
our 2006/7 baseline Signed up to
British Retail Consortiurm’s Climate
Acticn roadmap

221 Began preparations for the future
adoption of TCFD reporting
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ESGCOMMITTEE REPORT CONTINUED

TASKFORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

PREPARING FOR TCFD - IMPROVING GOVERNANCE

Governance

Al the end of 2020, in response La increasing stakeholder interest and
pressures relating to enviranmental, sustainability and governance
matters, we announced the creation of a new Board Sub-Committee
on ESG. While the creation of this new Commitlee provides enhanced
visibility at the top of the organisation, it 1s only pari of the wider
governance arrangements in place to support the Committee, and
ultimately the Board, in leading the Company’s response to these
issues and discharging our responsibilities, particularly in this area of
increasing focus and regulation

Aswith alt ratters delegated by the Board, the CECG is ultimately tasked
with the delivery of the Company's ESG programme. To effectively
discharge these duties, his executive leadership team, the ExCo, have
collective respansibility for the delivery of the ESC targets, as approved
by the ESC Committee on behalf of the Board. The Managing Director
of each of the five accountable businesses (Food, Clething & Home,
International, Retall & Property and Bank & Services) has responsibility
for the creation and delivery of targets in their business, in addition to
the collective responsibility they have as members of the ExCo.

During the course of the year, the Board, ESG Committee and ExCo have
made good progress on revitalising Plan A, which includes & strategic
ambitiontobe a net z&éro business In additionto this, the ESG
Committee recommended that the Group provides disclosure on its
progress Lowards adopbion of the TCFD recommendations, ahead of the
new Listing Rule coming into effect frorm our next year end. While the
detaled delvery plan and means of measurernent underpinning this
net zero ambition and future TCFD statements will be developed in
2021/22, work s already under way to develop and agree short- and
meadium-term Largets for each of the businesses, as well as the structure
toagyregate them at Croup level. Performance against these targets
witl be tracked by our Transformation Project Office tearmn, with guarterty
reports being provided to both the ExCo and ESC Commit tee, as well as
at least annually to the Board

METRICS AND TARGETS - WHAT ARE WE COMMITTING TO?

Risk Management

M&S has established a risk management framework that allows
consistent adherence to, and application of, risk managerment principles
across the Croup, with each business and function accountable for
identifying its specific risks Climate change is considered within

two principal risks in the Group risk assessment; “social, ethical and
environmental responsicility” has been identif§ed as anew principat

risk in our 2620/21 Annual Report, and we have also specified future
compliance with mandatory TCFD reporting in our existing ‘corporate
compliance and responsibility” risk. At a business/functional level,
climate change considerations also form a part of the Plan Arisks that
are being managed by our International and Property businesses within
their risk registers.

The structure of the Croup's overall risk management framework,
including climate-related risks, is the responsibility of the CFO,
supported by the Croup Risk team The Managing Directors of the five
accountable businesses are responsible for thew business risk register,
and for managing and resourcing mitigating activities. The ExCo
members areindividually responsible for reviewing and confirming risks
Intheir own areas, with the Executive Directors reviewing the entirety of
the principal risks, providing the Audit Committee with confidence that
significant risks are appropriately monilored and managed.

Asrequired by the UK Corporate Governance Code, the Audit
Committeeis tasked with ensuring the effectiveness of the risk
management process, as well as confirming that the principal risks and
uncertainties of the business are appropriately disclosed externally
However, from this year and as part of our governance and non-financial
controlarrangements, the ESC Committee has also supported this
process by reviewing and providing the Audit Committee with
recommendations on all ESG-related nisks, including climate change,
Further details on the Croup's overall risk management process are
available on page 47.

When we launched Plan Ain 2007, we made
the commitment to have carbon neutral
operalions by 2012 In 2012, we achieved our
onginal climate-related goal for our own
operations, reducing emissions by 22%,
sourcing renewable electricity and investing
inalfsets ta compensate fer remainung
emissions Since 2012, we have continued to
refine our targets and deliver further
emissions reductions, In 2017, we confirmed
our science-based targets. The first was a
comrnitment Lo reduce cperational ermissions
{scopeand 2) by 80% by 2030 (compared with
2007 levels) In 202021, our market-method
emissions were 177,000 tonnes CO,e, down

by 72% on 2006/7 (640,000 tonnes CO,e),
putting usin a good position to achieve our
first operational emissions science-based

CONCLUSION

target of 80% by 2030 Creenhouse gas
emissions data for M&S operations (scope 1
and 2} i 2020/21 can be found within the
streamlined energy and carbon reporting
section on page 32 and in our Plan A report
on pages 30-32 (available on our corporate
website) As detailed inthe chart on page 75,
these reasurements are set against our
original baseline year of 2006/7

The second science-based target, over the
same tire perod, committed to cut emissions
nour supply chain (scape 3) by a cumulative
13.3millicn tonnes {classified as being “well
under 2°C™ by the Science Based Targets
Initiative). This was set against a baseline of
modelled emissions totalling ¢.6 4 million
tonnes annually

Our stralegic ambition s to enhance cur
climate change commitrnents from carbon
neutral operations today to nel zero emissions
by 2035. Over the course of the next 12
months, we will sel out what we mean by that
and the role that reductions, renawable energy
and remavals (offsets) play in meeting the
overallambition. Detaited work will be
conducted in 2021/22 to determine the
detivery roadmap to achieve this ambition in
the short, medium and long term, including
the contributions required from each of the
accountable businesses and our supply chains.
The resutts from our scenario analyses will also
inform our propesed metrics and actionstobe
taken onclimate-related nsks and opportunities

L. |
ACTION WE WILL TAKE IN 2021722

Playing our partin the retail sector

In Septermber 2020, as part of supporting the low carban
transition, we signed up as supporters to the British Retail
Consortium’s Climate Action Rsadmap M&Sis committedto

— Publish the delivery roadmap to underpin cur new

three scopes,

working with other retailers, our suppliers, the government

and other stakeholders, and to support customers collectively
to deliver the retailindustry’s net zero ambition.
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net zero ambition with clear targets across each of the

— Continue to track our performance against the baseline.
— Conduct scenario analysis.

— Publishthe climate-related risks and opportunities over

the short, medium andlong term.
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AUDIT COMMITTEE

66

Committee members
have guided
management onthe
controlsrequired to
navigate Covid-19
challenges and
re-position the
business for the
digitaLera.,,

Andy Halford,
Chair of

the Audit
Committee

INTRODUCTION

As Chair of the Audit Committee

(the "Committee”), | am pleased tc
present the Committee’s report for the
year ended 3 April 2021. These pages
outline how the Committee discharged
theresponsibilities delegated toit by the
Beard over the course of the year, and
the key topics it considered in doing so.

While the Committee’s core duties were
unchanged, there was particular focus
onimproving internal controls and
accountabilities to support agile decision-
making in a year of unprecedented
uncertainty and accelerated business
transformation. This included helping

the business navigate the risks and
uncertainties arising from Covid-19 and
Brexit. For understandable reasons, the
Committee has been focused on balance
sheet strengthening activity and business
centinuity plans. Additionally, oversight
was provided to ensure comprehensive
measures were in place to safeguard the
health of our colleagues and customers,
prevent disruption in the supply chain, and
provide sufficient liquidity to continue
trading. These mitigating activities are
covered in more detail in the Principal
Risks and Uncertainties section on

pages 48 to 56.

However, the new environment in which
the business now cperates has also
presented opportunities to drive the scale
and pace of change. Committee members
have offered guidance and advice to
management on the risks involved arid
controls required in successfully
delivenng activitiesin this new digital and
data space covering the creation of M52,
the introduction of third-party brands
online and the relaunch of Sparks.

The Committee continued its work to
strengthen non-financial controls and
governance arrangements including:
intreduction of the Code of Conduct
compliance framework; deepening the
understanding of responsibilities and
accountabilities within the Ocado Retail
joint venture; creaticn of the Compliance
Maonitoring Committee to support
managementin discharging their duties

COMMITTEE MEMBERSHIP

REPORT

relating to M&S Bank; and, cngoing work
to improve business unit level risk
reporting and monitoring.

Tha Committee fulfils a vital role in the
Company’s governance framework,

providing valuable independent challenge

and oversight across the Company’s
financial reporting and internal control
procedures. Ultimately, it ensures that
shareholder interests are protected, the
Company’s accelerated transformation
is supported and long-term value is
created. The Committee’s newest
member, Evelyn Bourke, brings significant
financial and risk experience te drive the
continued improvements provided by
the Committee. Our thanks go to Pip
McCrostie for her valuable contributions
over the last three years, having retired
from the Board and the Committee in
March 2021.

MEETINGS HELD IN 2020/21

The Committee solely comprises independent
non-executive directors, At the 2020 AGM,
Alison Brittain stepped down from the Board
and the Committee. Pip McCrostie also
retired at the end of March, fellowing the final
Committee meeting of the year, and the
Comrmittee weicomed Evelyn Bourke as its
newest member in February 2027, Detailed
infarmation on the experience, gualifications
and skillsels of all Committee members can
be found on pages 62 to 64.

INDEPENDENCE AND EXPERIENCE

The Board has confirmedthat it is satisfied
that Cammittee members possess an
appropriate level of independence and
relevant financial and commercial experience
across various industries, including the

retall sector.

The Board has also confirmed that it is
satisfied that Andy Halford and Evelyn
Bourke possess recent and relevant financial
experience, as did Fip McCrastie whowas a
member of the Committee for the duration
of the year.

The Committee held six meetings during the
year, with members of senior management

inviled to allend and to present as and when
specialist technical knowledge was required.

The Committee met without management
present before each full meeting. It also met
privately with the lead audit partners, and
separately with the Head of Internal Audit &
Risk, after each meeting.

It 1simportant for the Committee Chair to
fully understand any topics of particular
concern to facilitate meaningful dialogue
during Committee meetings. To support him
infulfilling Lthis rote during the year, Andy
Halford met regularly, on a one-to-one basis,
with the Chief Financial Officer, the Director
of Group Finance, the Head of Internal Audit &
Risk, members of senior management and
the tead audit partner from Deloitte.

More information about the Audit
Committeeis available in our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.com/
thecompany.

Member Number of Maximum

since meetings possible

attended meetings
Andy Halford 1Jan 2013 3 6
Justin King 4 Nov 2019 6 6
Pip McCrostie 10 Jul 2018 6 6
Alison Brittain? 11 Mar 2014 2 2
Evelyn Bourke 1 Feb 2021 1 1

1. Meetings were held with the Interim Chief Financial Officer as required prior to Eon Tonge joining the business
2. Alison Brittain steppeddown from the Committee on 3 July 2020,
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WHAT WAS ON THE COMMITTEE'S AGENDA (N 2020/21

CORE DUTIES

The Commiltee undertook Lhe following core
aclivities during the year:

— Monitored the integrity of the annusl and
interim financial staternants and any formal
announcements relating to the Company’s
financiai performance, with a focus on
reviewing the significant financial reparting
policies and judgements within them,

— Reviewed internal controls and risk
management processes particularly in the
contex! of challenges posed by Covid-19
and Brexit

— Assessed and determined the treatment
for Covid-19 impacts on the balance sheet,
covering accounting treatment and
government support, specifically furlough
and business rates relief.

—~ Reviewed the Board's approach
to assessing the Cormnpany’s
long-term viability

— Debated and agreed changes to the
principal risks

- Mamained the relationshipwith the
external auditor, including moenitoring
their independence and effectiveness.

- Reviewed the effectliveness of the
Company's whistleblowing, fraud, gifts
and hospitality procedures.

— Reviewed and approved the Company's
statement of compliance with the
Croceries Supply Code of Practice

— Assessed whether the Annual Report,
taken as a whole, was farr, balanced
and understandable.

— Reviewed and approved the Company's
Euro Medium Term Note ("EMTN)
prograrmme, including buyback of
previously listed medium-term notes,
as well as supporting and approving the
decision to apply for the government's
Covid Corporate Financing Facility {"CCFF7}
programme, which was successfully
obtained but remains undrawn

— ReviewedLhe effectiveness and
independence of the Internal
Audit &Risk function

- Reviewed for the second year the
appropriateness of segmental reporting
units and assumptiens underlying the
cost allocations.

INTERNAL CONTROLS FRAMEWORK

The Committee received updates oninternal
contral matters from the Internal Audit team
at each meeung, as part of its key duty to
review the Cornpany’s iInternal control
processes Thisregular monitoring of the
internal control framework ensured timely
identification of Issues and formal tracking
of remediation plans

Instances where the effectiveness

of internal controls were deemed to be
insufficient were discussed during the year,
either by the Audit Committee or the full
Board, and the resulting improvement plans
were monitored by the Committee
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Risk and control updates

Inline wath the Group Risk Policy, our
accountable businesses and key functions
rematn accountable for managing and
reporting their risks, as well as maintaining
their internal control environment The output
of these activitigs are reviewed by the Audit
Committea through annual updates provided
directly by management. Asummary of each
core management update is provided below.

External audit

The Commitlee also noted the internal cantral
findings highlighted inthe external auditor's
repart and confirmed that it is satisfied that
Lhere 1s no material misstaternent and that
relevant actians are being taken to resolve

the control matters raised,

The FRC's Audit Quality Review ("AQR") tearm’s
raview of last years audit resulied in an overall
rating of limited improvements required with
no key findings ansing. Only one area of
testing {inventory) was identified as requiring
limited improvements. The audit of our going
concern basis of accounting was hightighted
by the FRC as an area of good practice

Non-financial controls

Finally, the Committee reviewed improvements
tothe Croup's overarching governance and
internal control framework Asreported last
year, the Company launched a new Code of
Conduct setting a floor of cornmitments and
responsibilities for business conduct based on
Lhe Croup's principal risks and regulatory
requirements During the course of the year,
the Committee has monitored compliance
withthe Code ona bi-annual basis via metrics
measuring adherence to key policy areas. The
Committee believes that this change and the
supporting architecture of Lhe compliance
metncs has provided sufficient visibility fo
moniter and assess risk and produced an
overall improvement in the Company’s
nan-financial controls.

MANAGEMENT UPDATES

The Commiltee received detailed updates
from one or more business area at each of
its meetings; an overview of each updateis
surnrmanised betlow. Each update mctudes a
review of the risk register, including progress
made to imptement key mitigating actions,
amerging risks being rmonitored and
outstanding actions from Internal Audit
reviews completed. Management has also
confirmed how it continues to maintain key
contral and assurance activities These
presentations are scheduled on a rolling
1Z2-month basis, with additional matters
identified by Internal Audit added throughout
the year as they arse

Retail, Property & Business Continuity

— Evaluated results and agreed actions from
business continuity exercises, tests and
assurance reviews which had taken place
globally Assessment areas included
Covid-19 outbreaks, terrorist threats,
disruption caused by Brexit, supplier
resilience, cyber-attacks and fire damage.

- Assessed updates on asset managerment,
covering strategic pregrarmmes In relation
tothe UK store estate, lease management
and payment systems

Clothing & Home

— Reviewed nsks arising froms rapid growth
in online sales and plans to mitigate
them, including warehouse capacity and
legistics, supply chain preparedness and
talent capability

—~ Considered and monitored the risk appetite
for the third-party brands slrategy

— Discussed changing customer behaviour,
the uncertainty within the C&H market
arising from the pandemic, and reviewed
and monitored product design, stock
management plans and related activities.

Food

- Reviewed and assessed the changing nature
of risks rolating to the Ocado Retaill joint
venture, from the successfullaunch of
MES product on the platform through to
increasing demand for online groceries
and the subsequent strategic impacls.

- Challenged management on GSCOP issues
and encouraged proactive engagement
with the new Grocery Code Adjudicator

— Monitored custamer health as an emerging
risk and the acceleration of our health and
nutriion strategy as amitigating initiative

International

— Evsluated the mitigating actions presented
by management against various Brexit
scenarios and dif fering responses to
Covid-19in local jurisdictions.

- Reviewed and debated the developing
maturity of financial conlrols in each
market, including planned enhancements
such as sourcing optimisation and SAP
implementation

Digital & Data and Sparks

- Asgsessed and debated the increasing
possibility of hacking and data breaches,
specifically the mitigations in place to
protect sensitivi custorner data.

- Discussed data use and ethics, encouraging
management to codify internal practices.

Bank & Services

— Considered the regulatory responsibitities
and risks associated with having commercial
partners cperating under the M&S brand.

— Enhanced oversight and assurance
of FCA-regulated activities through
the creation of the Compliance
Monitoring Committee.

Technology transfoermation

— Reviewed new controls for prohibiting
unauthorised technology use, protecting
information securty and rmanaging
critical technology suppliers.

HR

- Challenged the merit of devolving HR
responsibilities into each business unit,
recommending that the Board review this
indetait.

— Scrutinised the methodology and
calculation for recarding furlough income



AUDITCOMMITTEE EFFECTIVENESS REVIEW

The Committee’s performance was
reviewed as part of the 2020/21 externatly
facilitated Board Evaluation, whichis
covered on page 70.

The review found that the Committee
functions effectively and that issues
are dealt with in a thoughtful, clear and
rigorous manner.

Feedback on the level of challenge and
quality of updates provided by the
Committee to the Board was positive.

FAIR,BALANCED ANDUNDERSTANDABLE

The Committee was considered to be
operating weltin terms of meeting
structure and the levels of engagement
provided by its members, with demands

onmembers time viewed as extensive but

not proklematic. The range of assurance
providedto the Board by the Committee
was deemed appropriate. However,
improvements could be made inrespect
of the pace with which the business
actioned certain matters following
discussions with the Committee.

The Committee made gocod progress on
the 2020/21 action plan, particularly in
relation to increasing the focus cnrisk
reporting, compliance monitoring and
emphasising accountability for risk at
business unit level.

2021/22 ACTION PLAN

— Review the effectiveness of the Internal
Audit function and its activities,

~ Continue to increase focus on risk
reporting and accountability for risk at
business unit level.

— Increase focus on financial and nen-
financial controls, including monitoring
effectiveness of the Code of Conduct,
CSCOP compliance, the Financial
Controls Framework and master
data reviews.

— Review theimplications of the BEIS
white paper cnrestoring trust in audit
and corporate governance.

— Monitor the progress of improvements
to the Company’s information
security, including the progress of
work taking place to migrate to
cloud-based systems.

At therequest of the Beard, the
Committee has considered whether,
inits opinion, the 2021 Annual Report &
Financial Statements are fair, balanced
ang understandable, and whether they
provide the information necessary for
shareholders to assess the Croup’s
pasition and performance, business
rmodei and strategy.

The structure of the Annual Report
focuses strongly on the key strategic
rmessages in the Strategic Report. It was
therefore important for the Committee
to ensure that this emphasis did not
dominate the overall transparency of the
disclosures made throughout the report,
which it knows stakeholders find useful,
and that the messages prasented by the
business are both clear and reflective of
the Company as a whole.

The Committee received a full draft of
the report and provided feedback on it,
highlighting the areas that would benefit
from further clarity. The draft{ report was
then amended to incorperate this
feedback ahead of final approval.

The Committee was provided with a list
of the key messages includedinthe
Annual Report, highlighting those that
were positive and those that were
reflective of the challenges from the
year. Asupporting documentwas also
provided, specifically addressing the
following listed points, highlighting
where these could be evidenced within
thereport.

When forming its opinion, the Committee
reflected on the information it had
received and its discussions

throughout the year. In particular,

the Committee considered:

IS THE REPORT FAIR?

— Isthe whole story presented and has
any sensitive material been omitted
that should have been included?

— Isthe narrative in the reporting on the
business performance in the front of
the report consistent with that used
for the financial reporting in the
financial statements?

— Are the key messages in the narrative
reflected inthe financial reporting?

— Arethe KPIs disclosed at an appropriate
level based on the financial reporting?

IS THE REPCRT BALANCED?

— Isthere a good level of consistency
between the narrative reportingin
the front and the financial reporting
inthe back of the report; and does the
messaging presented within each part
remain consistent when one is read
independently of the other?

— Isthe Annuat Report properly
considered a document for
shareholders?

— Are the statutory and adjusted
measures explained clearly with
appropriate prominence?

— Arethe key jJudgements referred
to in the narrative reporting and the
significant issues reported in this
Audit Committee Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set outin the financial statements?

GOVERNANCE

— How do the significant issues identified
compare with the risks that Deloitte
plans toinclude inits report?

IS THE REPORT UNDERSTANDABLE?

— Isthereaclear and understandable
framework to the report?

— Aretheimportant messages
highlighted appropriately throughout
the document?

— Isthe layout clear with gcod linkage
throughout in a manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee
was of the opinion that the 2021 Annual
Report & Financial Statements are
representative of the year and present
a fair, balanced and understandable
overview, providing the necessary
information for shareholders to assess
the Group’s position, performance,
business model and strategy.
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AUDIT COMMITTEE REPORT CONTINUED

SIGNIFICANT ISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
management has made appropriate
judgements and estimates.

Throughout the year, the Finance team
has worked to ensure that the business is
transparent and provides the required
level of disclosure regarding significant
issues considered by the Committee in
relation to the fimancial statements, as
well as how these issues were agdressed,
while being mindful of matters that

may be business-sensitive.

This section outlines the main areas of
judgement that have heen considered by
the Committee to ensure that appropriate
rigour has been applied. All accounting
policies can be found in note 1to the
financial statements. Where further
information is provided in the notes to

the financial statements, we have
included the note reference

Each of the areas of judgement has been
identified as an area of focus and therefore
the Committee has also recetved detailed
reporting on these matters from Deloitte.

PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave consideration to the
presentation of the financial statements
and, in particular, the use of alternative
performance measures and the
presentation of adjusting items in
accordance with the Group accounting
policy. This policy states that adjustments
are only made torepoerted profit

before tax where income and charges

are significant invalue and/ar nature.

The Committee received detailed reports
frem management outlining the
judgements applied in relation to the
disclosure of adjusting iterms. In the
current year, management has included
inthis category: impairments of intangible
assets; the implementation and execution
of strategic programmas; directly
attributable (gains)/ expenses resulting
from the Covid-19 pandemic; impairments,
impairment reversals and write-offs of the
carrying value of stores and other
property charges, Ocado Retail Limited
related charges; the Sparks layalty
prograrmme transition; the reduction in
M&S Bank charges incurred inrelation

to the insurance mis-selling provision,

and charges relating to CMP other
pension egualisation.

© SeenoteSon pidl
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PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the
assessments made in relation to the
accounting associated with the Group's
UK store estate strategy. The Committee
received detailed reports from
management outlining the accounting
treatment of the relevant charges,
including impairment, accelerated
depreciation, dilapidations, redundancy
and onerous lease costs (including void
pericds). The Committee has reviewed the
basis for the key assumptions used in the
astimation of charges (maost notably in
relation to the costs associated with
property exit/sub-let costs, the sale
proceads expected to be recovered

on exit, where relevant, and the cash
flows to be generated by each cash-
generating unitin the period to closure).
The Committee has challenged
management and is satisfied that the
assurnptions rmade are appropriate.

The Committee is also satisfied that
appropriate costs and associated
provisions have been recognised in

the current financial year.

© Seenctes1,5,1 and 22 on p129, pl4),
pls8 and p175

IMPAIRMENT OF GOODWILL, BRANDS,
TANGIBLE AND INTANGIBLE ASSETS

The Committee has considered the
assessments made inrelation tothe
impairment of goodwill, brands, tangible
and intangible fixed assets, including land
and buildings, store assets and software
assets. The Committee received detaited
reports fram management outlining

the treatment of impairments, valuation
methodology, the basis for key
assumptions (e.g. discount rate and
long-term growth rate) and the key drivers
of the cash flow forecasts. The Committee
has challenged management and is
satisfied that these are appropriate.

The Committee bas alsc understood the
sensitivity analysis used by management
inits review of impairments, including
consideration of the specific sensitivity
disclosures in the relevant notes. In
addition, the business plans detailing
management’s expectations of future
performance of the business are Board
approved. The Committee is satisfied that
appropriate impairment of tangible and
intangible assets has been recognised.
° Seenotes1,5,14 and 150n pl29, p141

and p156-160

INVENTORY VALUATION
AND PROVISIONING

As adirect result of the restrictions on
non-essential retail imposed in response
to the Covid-19 pandemic, the Croup’s
ability to sell through existing Clothing &
Home stock was deemed to be
significantly impacted, and additional
Clothing & Home inventory provisioning
wasrequired at the end of tast year.
However, stronger trading particularly in
online, albeit at lower margins, has allowed
the Group to continue to sell much higher
volumes of stock than assumed versus
the Covid-19 scenario. As a result, and
supported by the certainty provided by
vaccines and a clear government Covid-19
re-emergence strategy, a net credit

has been recorded. This represents a
significant release to the Covid-related
inventory provisions recorded in the
2019/20 financial statements, to align with
our latest estimates based on current
sales performance, offset by chargesin
the period relating to reassessment of
sterage and fabric cancellation provisions.

Incremental provisions remain in place
whererisk remains and include a provision
against excess slow-moving personal
protective equipment, committed to
during the peak of the first Covid-19
lockdown and incurred directly in
response to the Covid-19 pandemic.

The Committee considered the Croup’s
current provisioning policy, the impact
of expected future expectations of
sell-through impacting the recoverakility
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventory When
calculating inventory provisions, the
GCroup has considered the nature and
condition of inventory, as well as applying
assumptions around the easing of
Covid-19 restrictions. The Committee has
concluded that such are appropriate

The assumptions have been disclosed

in the financial statements

° Seenotes 1 and 5on pl29and pl4l



SIGNIFICANT ISSUES CONTINUED

COING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Group's
assessment of viability over a period
greater than 12 months. In assessing
viability, the Committee has considered
the Croup's position presentedin the
budget and three-year plan recently
approved by the Board. Inthe context
of the current challenging environment
as a result of Covid-19, a downside
scenario was applied to the plan.

This was kased on the potential financial
impact from business disruption as a
consequence of one, or more, of the
Croup's principal risks and uncertainties
rmaterialising and both the specific risks
associated with the Covid-19 pandemic
and the uncertain high street trading
environment. The Committee

has concluded that these assumptions
are appropriate.

The Committee has also reviewed the
Group's reverse stress test that was
applied to the model. The Committee
has reviewed this with management
and is satisfied that this is appropriate in

supporting the Group as a Going Concern.

Inaddition, the Commuttee received
regular updates on the steps taken

by management regarding Liquidity,
including the extension of the relaxation
of covenant tests with the Croup’s lending
syndicate of banks providing the £1.1bn
revolving credit facility, now up to and
including the period to March 2022.

The Committee is satisfied that these
measures have reduced liquidity risk.

@ scenote lonpizs

RETIREMENT BENEFITS

Following the significant reduction in
the pension surptus during the year, the
Committee has reviewed the actuarial
assumpticns, such asdiscount rate,
inflation rate, expected return of scheme
assets and mortality, which determine
the pension cost and the UK defined
kenefit scheme valuation, and has
concluded that they are appropriate.
The assumptions have been disclosed
inthe financial statements.

e Seenote 11 on pl49

REVENUE RECOGNITION IN RELATION
TO REFUNDS, GIFT CARDS AND
LOYALTY SCHEMES

Revenue accruals for sales returns and
deferred income in relation to loyalty
scheme redemptions and gift card

and credit voucher redemptions are
estimated based on histerical returns

and redemptions. The Committee has
considered the basis of these accruals,
atong with the analysis of historical returns
and redemption rates and has agreed with
the judgements reached by management.

© scenote19onpI62

SUPPLIER INCOME

The Committee is satisfied that this
continues to be monitored closely by
management and controls are in place
to ensure appropriate recognition in
the correct period. Further control
improvements are planned in the coming
year. The financial statements include
specific disclosures in relation to the
accounting policy and of the effect of
supplier incorme on certain balance
sheet accounts.

° Seenotelonpl29
VALUATION OF MARKS AND

SPENCER GROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Group plc holds
investments in Group companies which
are reviewed annually for impairment.
Management has prepared an impairment
review based on estimated value inuse of
the Group. A partial impairment reversal
of the prior year impairment charge has
beenrecorded (see note C6 Investments
on page 185). The Committee has reviewed
management papers outlining the key
assumptions used in calculating the
valuein use and is satisfied that these

are appropriate.
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AUDIT COMMITTEE REPORT CONTINUED

EXTERNAL AUDITOR

TENURE

Deloitte was appointed by shareholders
as the Group’s statutory auditorin 2014
following a formal tender process. The
lead audit partner, Richard Muschamp,
has béen in post since the start of the
2019/20 audit. The external audit
contract will be put out to tender at least
every 10 years. The Committee considers
that it would be appropriate to conduct
an external audit tender by no later

than 2024.

The Commuttee recommends that
Deloitte be reappeinted as the Company's
statutory auditor for the 2021/22 financial
year It believes the independence and
objectivity of the external auditor and
the effectiveness of the audit process

are safeguarded and remain strong.

The Company isin compliance with the
requirements of the Statutory Audit
Services for Large Companies Market
Investigation (Mandatory Use of
Competitive Tender Processes and Audit
Committee Responsibilities) Order 2014
and the Corporate Governance Code.
There are no contractual obligations

that restrict the Committee’s choice of
external auditor.

EFFECTIVENESS

The effectiveness of our external auditor
is assessed in accordance with a process
agreed by the Audit Committee, which
involves the Committee's own views, as
well as providing opportunity to
comment, via completion of a
questionnaire, from a targeted group
that have regular interactions with the
external auditor. The targeted group
include: the Chief Financial Officer,
Director of Group Finance, the four
Finance Directors for Clothing & Home,
Food, international and Retail & Property,
the Head of Investor Relations, Head of
Finance Group Reporting and Head cf
Finance Business Services.
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The Committee was provided with a
summary of the responses received
from management to assist with its
own considerations.

Feedback from the target groups was
averall positive. It was agreed that

the audit tearn had continued to be
responsive and cooperative and had again
demonstrated flexibility and adaptability
inworking with management day-to-day
to overcome the challenges faced both
throughout the year and during the year
end as a result of the pandemic and
continued remote working. Early
engagement throughout the year again
on a number of key issues had been
appreciated and had allowed a number
of itemns to be addressed in advance of
the year end.

The audit partners continue to have a
good understanding of our business.
Acammaon theme reflected a desire for
more engagement cutside of the peak
year end period

NON-AUDIT FEES

To safeguard the independence and
objectivity of the external auditor, the
Committee has put in place a robust
auditor engagement policy which it
reviews annually. The policy is disclosed
on marksandspencer.com/thecompany.

The Committeeis satisfied that the
Company was cornpliant during the year
with both the UK Corporate Governance
Code and the FRC’s Ethical and Auditing
Standards in respect of the scope and
maximum permitted leve! of fees
incurred for non-audit services provided
by Deloitte. Where non-audit work is
performed by Deleitte, both the Company
and Deloitte ensure adherence to robust
processes to prevent the objectivity

and independence of the auditor from
being compromised.

All non-audit work performed by
Deloitte, with fees in excess of £50,000,
was put to the Audit Committee for
prior consideration and approval. For
non-audit work where fees were below
£50,000, approval was obtained by the
Chief Finance Officer and the Audit
Committee notified of all work falling
within this threshold. Further details
on non-audit services provided by
Deloitte can be found in Note 4 to the
financial statements.

The non-audit fees to audit fees ratio for
the financial year ended 3 April 2021 was
0.09], compared with the previous year's
ratio of 0.33:1. The majority of the £0.2min
non-audit fees paid intotal to Deloitte
during 2020/21 was incurred for assurance
services provided during the year. These
comprised fees inrespect of the Half Year
review, turnover certificates and, the
annual Euro Medium Term Note (EMTN)
programme renewat s normal practice
for such assurance services to be provided
oy the Company's statutory auditor.

Ng additicnal recurring or one-off
non-audit services were provided during
the year.

In additicn, the Committee reviewed and
approved the audit fee for the year,
rnaking sure any fee increase was
understood and reasonable




ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Board assumes ultimate
responsibility for the effective
management of risk across the Group,
determining its risk appetite and
ensuring that each business area
implements appropriate internal
controls. The Group’s risk management
systems are designed to supportthe
business in actively managing risk, based
oh our awareness of risk factors, rather
than to simply aveid risks, in order to
achieve business objectives, and can
only provide reasonable and not
absolute assurance against material
misstatement or loss. These systems are
also designed to be sufficiently agile to
respond to changes in circumstances,
such as the recent impact of Covid-19,

@) See p4aB-56 of the Strategic Report
for more information on our principal risks
and uncertainties.

The key features of the Group's internal
control and risk management systems
that underpin the accuracy and reliability
of financial reporting include clearly
defined lines of accountability and
delegation of authority, policies and
procedures that cover financial planning
and reporting, preparing consolidated
accounts, capital expenditure, project
governance and information security,
and the Group’s Code of Conduct.

SOURCES OF ASSURANCE

The Board has delegated responsibility
far reviewing the effectiveness of the
Croup's systems of internal control to the
Audit Committee, which includes financial,
operational and compliance controls

and risk management systems, The
Committee is supported by anumber of
scurces of internal assurance from within
the Croup to complete these reviews:

1. Internal Audit

The Group's primary source of internal
assurance is delivery of the Internal Audit
Plan, which s structured to align with the
Group's strategic priorities and key risks and
is developed by Internal Audit withinput
frommanagement, The plan has been
reviewed periodically throughout the year to
confirm it remains relevant for new and
emerging circumstances, particularly
changes during the pandemic which
impacted business priorities, our risk profile
and assurance activities. For example,
multiple lockdowns across allUK and
international locaticns impacted how food
safety audits were conducted at cur own
sites and those managed and operated by
suppliers and franchise partners. The
findings and actions from Internat Audit
reviews are agreed with the relevant business
area, communicated to the Audit Committee
and tracked through to cormnpletion.

The work completed by Internal Audit
during the year focused on key risks
including information security,

preparations for the Ccado launch,
financial controls and new business
activity Like external brands, as wetl as
areas driven by Covid-19, such as furlough,
supplier payments, elements of stock
managerment and food safety assurance
activities during the pandernic.

2.Management updates and risk
deep dives

As part of the Committee’s annual
calendar, it receives updates onrisk
management, maturity of control and
assurance aclivilies lrorn individual
business areas and functicns. These
updates are complemented by Internat
Audit’s independent audits performed
within these areas.

3.Functional assurance

A broad range of assurance activity has
been designed and deployed across

the business to target key risk areas, such
as ethical assurance, food safety, fire,
health and safety, and business continuity.
While reporting lines for these activities
are directly to business areas, the
processes and controls of these functions
are periodically tested by Internal Audit.

4. Operational oversight

Senior management forums and
committees provide oversightand
challenge on key risk areas within individual
business areas, cross-business programmes

and activities, such as business continuity,
fire, health and safety, transformation
projects, and Brexit. The cutput from these
discussions forms part of the cyclical
updates provided to the Audit Committee.

GOVERNANCE

The Group was compliant throughout
the year with the provisions of the UK
Corporate Covernance Coderelating to
internal contrels and the FRC's revised
CGuidance on Audit Committees and
Cuidance on Risk Management, Internal
Control and Related Financial and
Business Reporting.

The Committee has considered the
controls findings raised in the
independent auditor’s report on pages 11
to 122. No other significant failings or
weaknesses were identified during the
Committee’s review in respect of the year
ended 3 April 2021 and up to the date of
this Annual Report.

Where the Cormmittee has identified areas
requiring improvement, processes arein
place to ensure that the necessary action
is taken and that progress is monitored.

Further details of these processes

can be found within our full disclosure
of compliance with the UK Corporate
GCovernance Code at marksandspencer.
comfthecompany.

INTERNAL ASSURANCE FRAMEWORK

Source of infarration

Frequency/nature of reporting

Internal Audit — Internal Audit Plan
- Follow-up of remedation

and other rregularnty
— Adhocengagement with

— Regularreports against Plan

— Updates onfraud, whistieblowing

Formal updates
presented to the
Committee at
each meeting

Updatestothe
Audit Committee Chair

the business in response to new/
emerging risks or major incidents
- far example, Covid-19

asrequired

Management
updates and
risk deep dives

Papers submitted on a range of
issues including:

— Information security

— Bribery

— Codeof Conduct

- GSCCP

— Financial control

- Risk deep dives from individual
business areas and functions

Formal updates
presentedtothe
Committee annually
and as needed

Audit

Committee

Functional
assurance

Functional audit activities
undertaken, including:

— Foedsafety and integrity
— Ethicalaudits
— Trading safely and legally

Updates provided to
the Committee as part
of annual business
updates where
appropriate and

as requested

Operational

oversight

For example:

— Compliance Monitoring
Committee
— Fire,Health & Safety Committees
— Customer &Brand
Protection Committee
— Business Continuity Committee
— Business Unit Operating Reviews

Updates presented
Ltothe Committee
annually,

and as needed
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REMUNERATION

REMUNERATION OVERVIEW
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Retailatitsheartisa
people business. The
Committee takes a keen
interestinallcolleague
pay arrangements to
ensure fairness and
appropriateness of

pay principles across

the business. ,’

Andrew Fisher,
Chair of the
Remuneration
Committee
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INTRODUCTION

Onbenalf of the Board, | am pleasedto
present our 2020/21 Remuneration Report.

The Remuneration Report provides a
comprehensive picture of the structure
and scale of our remuneration framework,
its alignment with the business strategy
and the rest of the workforce, as well as
the decisions made by the Committee

as a result of business performance for
this year and the intended arrangements
for 2021/22.

IMPACT OF COVID-19 ON
REMUNERATION ARRANGCEMENTS

As highlighted in last year's report, the
Committee applied robust and proactive
discretion to the 2020/21 application of
the Remuneration Policy. This took the
form of cancelling the benus scheme fer
the year and mitigating against the risk of
windfall gains in Performance Share Plan
{PSP) outcomes by significantly reducing
the grant level for the year. In addition, and
with shareholders’ support, target setting
forthe PSP award was delayed until
December 2020 to ensure, as best as
possible, that specific metrics were
challenging but achievabte following the
sighificant impact of the pandemic.

The Committee remains focused on
ensuring flexibitity in pay structures
allowing for appropriate reward and
recognition of executives, balanced
against shareholder interests and
uncertain externalinfluences. As detailed
earlier in this Annual Report, the events of
the past year have had a marked impact
on customer behaviours, M&S's trading
results and the delivery of the
transformation. The transformation

plan has been turbocharged and a
reshaped business has been forged frem
the pandemic. As such, the Committee
reflected on the appropriateness of the
executive pay framework. It concluded
that there remains sufficient flexibility in
the current structures and metrics and
alignment with the business plansto
motivate and reward strong performance
at both the Group and individual level.

Following continued dialogue and
engagement with shareholders, the
Committee has agreed to reinstate in
full the incentive arrangement policies
previously approved by shareholders.
For 2021/22, executive directors will,
subject to the satisfaction of challenging
performance conditions, be eligible to
receive a bonus payment of up to 200% of
salary (split equally between cash and
deferred shares) and a PSP award of

the typical level, 250% of salary. The
Committee believes that this approach
is appropriate when retention and
motivation of the senior leadership team
rernams ¢ritical. Inapproving this decision,
the Committee carefully considered
how to appropriately reward executives
where a successful Covid-19 recovery
performance would be in the best
interests of shareholders and 70,000
M&S colleagues Further details of the
specifics of thesaincentives are detailed
on pages 96 to 98 of this report.

SHAREHOLDER ENGCAGEMENT
AND FEEDBACK

Asreferenced earlier, the setting of
performance targets for the 2020 PSP
award was delayed to allow the business
time to assess the initial impact of
Covid-19 on the business and to review
the proposead strategic measuresin light
of the business’s response to the post-
pandemic trading environment. Ahead of
confirmation, the Committee consulted
with our major shareholders (representing
almost 50% of total shares inissue)and
sharehotder representative bodies to
discuss the proposed strategic measures
andtargets.

This dialogue followed engagement

at the end of the last financial year
confirming the proposed approach to
delaying the targets and the weightings
of performance measures. As a resutt of
this ongoing process of consultation
and adjustments made to the proposed
measures and weightings disclosed in
last year's report, no further adjustments
to the proposed targets and strategic
measures were made. Shareholders were
positive in their feedback and we thank
them for their continued support.



The Committee, represented by the Chair,
confirmed that targets set will support the
business over the remaining performance
period and are aligned with investor
expectations. The measures and targets
for the 2020 PSP awards are detailed on
page 97 of this report.

in addition, to explicitly support key areas
of transformation delivery, the Committee
with the suppoert of its shareholders,
introduced a basket of strategic measures
comprising 20% of the total award. Metrics
inthis basket include digital growth and
fond sales targets aligned with financial
plans and the provision of a better
customer experience in stores as aresult
of the delivery of the strategic measures.
There will be no associated payment for
threshold performance levels. The
Committee is clear that the delivery of
these measures is vital to M&S's future
success; reward for partial achievernent is

STRATEGIC ALIGNMENT OF REMUNERATION FRAMEWORK WITH KPIS

not consicered appropriate. While
shareholders acknowledged that a
cliff-edge vesting for measuresis unusual,
they recognised the clear message being
sent by the Committee and welcomed

the simplicity of these key targets.
Balanced against the remaining 80% of
the performance targets being measured
on a sliding scale, no significant issues
were raised during consultation.

STRATEGIC ALIGNMENT OF PAY

The Covid-19 pandemic has increased
focus at M&S on transformation, with a
view to never being the same again.

The measures and targets used in M&S's
incentive schemes, namely those of the
Performance Share Plan and Annual
Bonus Scheme, were reviewed again during
the year to ensure alignment with the key
performance indictors (KPlsyand strategic

priorities being used across the business.
Theillustration below demonstrates this
strong linkage between the KPIs and
strategic pricrities with executive
remuneration at M&S. This strength of
alignment will enable the Committee to
ensure pay arrangements help to deliver
transfarmation and fulfil M&5's potential
for long-term sustainable growth.

The Cormmittee will continue to
thorcughly review the pay structures

and incentive arrangements for the
senior leadership team tc ensure strong
alignment between the delivery of
business performance and the associated
remuneration arrangements, as the
business continues along this accelerated
transformation journey to emerge
stronger and mere competitive.

W
[*]
4
Performance Annual Bonus ;
KPI/Strategic priority Asmeasured by Share Plan {PSP) Scheme {ABS) &
KPI Adjusted earnings per share (EPS) ® z
@ SeeKPIs Return on capital employed (ROCE) Financial Results @ ’
onp37 Group PBT before adjusting iterns {PBT) [ ]
Strategic Food with Ocado re-positioned for growth ® ®
priority Delivering a reshaped andincreasingly ® °
@ scee omni-channel Clothing & Home business Achievement
St,fat_i?'c Accelerating the rotation of the Store Estate  gainst objectives e
priorities
on p7 Aninternational business focused on major ® °
partnerships and online growth
2020/21 PERFCRMANCE
@ ] ®

ADJUSTED EARNINGS PER SHARE

1.1p

Adjusted EFSin 2020/21was 1.1p. This was
betowthe 26.9p threshold reguired for any vesting
under this element of the 2018 PSP award

USE OF DISCRETION

RETURN ON CAPITAL EMPLOYED

9.5%

Average three-year ROCE performance was 2 3%
This was below the requ'red 11 1% threshold for any
vesting underthis elerment of the 2018 PSP award,

CROUFP PBTBEFORE ADJUSTINCITEMS

LOIN
Asreportedinthe 2018/20 Direclors’Remuneration
Report, asaresult of performance inthe prior
year andthe unprecedentedimpactofthe
Covid-19 pandemic, the Committee decided Lthal

far 2020421 only, there would be no bonus scheme
inoperalion for the executive directors

To ensure that pay cutcomes
appropriately reflect individual and
business performance, together with
the wider economic and societal
climate, the Committee has averriding
discretions on directors’ pay in addition
to the ability to apply malus, clawback
and responsible application of discretion
to override formulaic outcomes of the
incentive schemes,

During the year, the Committee did not
apply any discretion to the vanable pay
outcomes of the bonus and PSP. The
Committee agreed that the final vesting
of the 2018 PSP was reflective of the last
three years of M&S's performance and that
the Policy operated asintended,

As wasdisclosed in last year's report, the
Committee applied its discretion to cancel
the operation of the 2020/21 directors’
bonus scheme. The quantum of PSP
grants were also significantly reduced,
reflecting the Committee’s pro-active
decision to mitigate against future
windfall profits on vesting in view of the
impact of Covid-19 on the share price at
the time of grant.
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REMUNERATION OVERVIEW CONTINUED

VADER WORKFORCE PAY ARRANGEMENTS

The Committee received regular and
varied updates during the year relating to
M&S pay arrangements. In addition to
those atready cutlined in the Comrnittee’s
remit, detailed discussions ranged from
hourly pay for store colleagues, the review
of the pay and benefits package which was
undertaken during the year, tc approving
anincrease in the Save As You Earn share
scheme savings limit based on colleague
participation levels in prior years.

The Committee welcomes the
collaberation with the Business
Involvement Group (BIG) in receiving
direct feedback on colleagues’ views in
formal meetings. This dialogue ensures a
close link between the pay philosophies at

Customer assistant hourly rate progression
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£9 00

£860

£8 00

L750

E700

20'6/17 201718 2018119

15
ng
105
00
| .

2019720

the most senior levels with those for the
broader population and understanding at
a colleague level any pay concerns and
questions raised.

To demonistrate the Committee’s

keen interest in wider workforce pay
arrangernents within M&S, we have this
year expanded disclosure an these
specific areas, see pages 88 and 8%

As referenced earlierin this Annual
Report, the business has taken great care
te support all colieagues during the
Covid-19 pandemic, which the Committee
and the Board were supportive of From a
pay perspective, these have included
supporting every colleague either to
self-isolate or shield themselves to do so

and the CEO

— Customer %
Assistant 130
hourly rate
changes 25

= CEO base
salary 120
changes

on full pay; paying full pay for those
lower-paid colleagues placed on furlough,
and rewarding hardworking front-line
store and e-cornmerce distribution
colleagues with an additional short-term
15% supplementary payment.

For the financial yvear 2021/22 the hourly
rate for customer assistants increased by
5.6% te £9.50 an hour, compared with 2 1%
increase for the CEQ. Between 2015 and
2021 the hourly rate paid to customer
assistants has increased by 24% and over
the same period the increase in base
salary for the CEO has totatled 4%, as
illustrated in the charts below.

Percentage change in pay for customer assistants

2020/2° 2021422

SINGLE FIGURE AND INCENTIVE SCHEME OUTCOMES

200677 201718 2018119 2018/20 2020721 2021/22

Asis shown in the table on page 94, the
total pay for the CEC was ¢ 11% lower this
year, reflecting the tapse in full of the
2018 PSP award. Payments made to the
CFC reflect the annual contractual
remuneration payments since his
employment on 8 June tegether with the
specific arrangements made to facilitate
his recruitment. Further details are
provided on page 94.

Nane of the 2018 PSP will vest in respect
of the three-year performance period up
to 3 April 2021 Page 98 of this report
provides further detail on the specifics
of the targets set and the respective
achievement under each measure. The
remit of the Committee 1s to ensure that
targets set are stretching yet achievable,
rewarding the delivery of sustainable,
ambitious long-term performance.
Vesting under the PSP remains low when
reviewed in the context of the wider
market However, the Cornmitteeis
satisfied that this level of vesting is
reflective of the challenging business
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envirariment Steve Rowe and Archie
Norman have both highlighted earlier in
this Annual Report.

As previously disclosed, the 2020/2}
Annuzl Bonus Scheme was not operated
for executive directors. To ensure
continued strong governance and
transparent reporting to shareholders,
andin line with the normal Committee
processes, executive directors continued
to be measured against a scorecard of
individual objectives aligned with the
strategic oriorities set out earlier inthis
report. Nofinancial payment will be
rmade in respect of their achievements.
The Committee discussed each director’s
achievernent against the relevant
individual performance targets and final
achieverment against these individual
objectives and thisis detaited on page 86

of thisrepart tn particular, the Committee

noted the strong and responsible action
taken by Eoin Tonge to strengthen
liquidity and preserve cashflow during
the pandemic.

Under Steve Rowe's leadershiip, M&S
successfully harnessed the impact of
Covid-19, ensuring the turbo charging of
the transformation while supporting
colleagues through this difficult period.

CEOssingle figure as a percentage
of maximum ocpportunity




PAY ARRANGEMENTS FOR 2021/22

When reviewing salary levels, the
Committee corsiders a number of internal
and externat factors, primarily the salary
review principles applied to the rest of

the crganisation, but also Company
performance during the year and external
market data. As a result of performance in
the year and the considerable effort and
resilience shown by colleagues acrossthe
wider organisation, despite the impact of
the Covid-19 pandemic, it was decided to
implement salary increases in the wider
organisation of between 1% and 5.6%. The
Committee agreed to award a salary
increase of 1% to the executive directors.
Thisincrease is aligned to the increase

awarded to other management colleagues.

As already referenced, the Annual Bonus
Scheme will resume operation for 2021/22
as per the shareholder approved Policy.
Performance will once again be measured
against corporate financial targets
(currently 70%) and individual objectives
{30%). The Committee believes it remains
appropriate for PBT to continue to
represent the largest element of bonus
potential as M&S seeks toreturnto
significant levels of profitability. The
maximum opportunity will remain at
200% of base salary.

The Committee continues to ensure

that the remuneration framework for
executives is aligned with shareholder
interasts. This means fully aligning
performance measures used in the
incentive schemes with the business
strategy and setting targets which are
stretching and yet motivating for
directors. ltis proposed that the 2021

PSP will maintain measures applied to
the 2020 PSP awards, being 30% adjusted
EPS, 30% ROCE, 20% relative TSR and
20% strategic measures. Civen the
continuing uncertainty of the impact

of the pandemic on macroeconomic
factors, the Committee has again delayed
the setting of PSP targets. Targets will

be disclosed by 31 December 2021 and
will be discussed with shareholders prior
to confirmation. Any targets proposed
will be set with reference to estimated
outturn, the business’s long-term
financial plans, consensus and brokers’
forecasts to ensure they are appropriately
stretching with maximum payments only
possible for significant outperformance
of expectations.

Having reduced award levels in 2020 to
acknowledge the shareholder experience
of Covid-19 and to mitigate against
windfall gains, the Committee believes,
inlight of the return of the share price to
pre-pandemic levels, it is appropriate to
incentivise executives and ensure that
they remain aligned with shareholders’
long-term interests. Itis therefore
intended to grant PSP awards of 250% of
salary in June 2021 to executive directors.
Indetermining the size of the 2021 PSP
awards, the Committee noted thatasa
result of the share price recovery over the
last 12 months, fewer shares would be
awarded thanin 2020. Further details are
set out on page 98.

SHAREHOLDING AGAINST
SHAREHOLDING GUIDELINES

The Committee is aware that an
executive’s level of shareholding is one

of the measures used by investors to
determine the alignment of interests
between shareholders and directors.
While the CEQ has not reached the
targeted level of shareholding within five
years of his appointment to therole, the
Cornmittee is satisfied that this does not
reflect Steve Rowe's life-long commitment
to M&S. Rather, this is a consequence

of the challenging targets set by the
business inits incentive arrangements.
The Committee recognises that the CEO
demonstrably continues to make sound
decisions inthe best interests of M&S3
shareholders and colleagues, including
the voluntary reduction in his contractual
pension arrangements that was repcorted
last year. That said, the Committee
continues to keep a watching brief on
executives shareholdings against targets
toensure that their attentions are focused
on the delivery of a positive shareholder
experience. The decisions implemented
for 2021/22 incentive arrangements

will help to provide an opportunity

for anincrease in shargholdings,

subject to achievemnent of associated
performance targets.

LOQKING AHEAD

Looking to the future, the Committee
intends to continue to review M&S's pay
policies, ensuring appropriate alignment
between executive pay arrangements
and the wider workforce with a focus on
flexibility of reward and recognitionin
uncertain times while maintaining
fundamental M&S values of fairmess and
value for money. The Committee will
continue to carefully monitor the pay
frarmewcrks at the most senior levels and
the organisation’s incentive arrangements
with a focus on M&S being an cmployer
of choice where harg work and financial
results are appropriately recognised

and rewarded.

As is detailed later inthisreport on

page 104, the Committee intends to also
discuss senior succession planning and
the link between Plan A and executive
reward, ensuring that solid foundations
arein place to nurture and develop the
leaders of the future, as M&S plans for
long-term financialand environmental,
social and governance (ESG) success.

On behalf of the Remuneration
Committee, | would like to thank ocur
shareholders for their continued
support and open dialogue during
this challenging year.

Andrew Fisher, Chair of the
Remuneration Committee

GOVERNANCE
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REMUNERATION

REMUNERATION
IN CONTEXT

COLLEAGUE ENGAGEMENT

- Share ownership across our colleagues:
M&Sis a proud advocate of employee share
ownership. The Board believes that this
supports colteagues to not only share in
MES's success bul also to hehave as
owners of our business, atigned with our
sharehaolders’ interests, Across our UK and
Irish colleagues, M&S has a significant
number of participants in all employee
share schemes; colleagues hold over
120m SAYE options in our ShareSave
scheme and over 3,000 colleagues hold
shares in our Share Incenlive Plan
ShareBuy. During the year, the Board
approved aningrease to the monthly
savings limit for the 2020 ShareSave
scheme, from £250to £500. Over 67% of
colleagues benefiting from the increased
limits are our front-line colleagues

CONSIDERATION OF COLLEACUE PAY

The Committee monitors and reviews the
affectiveness of the executive reward
policy and its impact and compatibility
with remuneration policies in the wider
workforce. Throughout the year, the
Committee reviews the framewarks and
budgets for key components of colleague
pay arrangements, together with the
broader structure of Group bonus
provisions, which ensures appropriate
alignment with senior pay arrangements.

The Committee I1s provided throughout
the year with information detailling pay
in the wider workforce, which gives
additional context for the Cammittee to
make iInformed decisions. The Head of
Executive Reward & Pay Covernance
advises the Committee of the approach
whichwill be adopted with the
forthcoming UK pay review and

the Committee then considers the
executive directors payin line with
these arrangements.

In approving the budget for the annual
bonus, the Committee reviews all bonus
costs for the Carnpany against the
operating ptan. The Committee also
reviews and approves any PSP awards
made to executive directors and directors
below the Board prior te their grant.
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- Direct engagement with our colleagves:
Since 2018, the Chair of the National
Business Involverment Croup (BIG), our
colteague representative body, is invited
to attend a Remunaration Commitles
meetingeachyeartoengage and
centribute on arange of Lopics and
activities. During the year, representatives
from BIC have been engaged cn a number
of pay-retated topics, beyond the executive
level, including encouraging colleagues
to participate in the review of our pay and
benefits package, and providing feedback
and support on increasing the monthly
savings Limit for our SnareSave scheme. Tha
collabarative relationship that we have with
BIG strongly reflects our belief in the key
role that BIG plays in ensuring that the
Committee has greater visibility of Lhe

The Committee receives updates on a
variety of colleague engagement
inibiatives. During the year, we moved away
from an annual survey to maore ‘in the
moment direct feedback. The new
maonthly digital colleague pulse tracks
colleague sentiment throughout the year.

This year, a thorough review of M&S's total
reward proposition was carried out and all
colleagues were asked to give their views
onthe current reward package and to
highlight what really matters to them
both now and for the future. Qver 14,000
colleagues provided their views. Results
were presented to the Remuneration
Committee which discussed findings and
the proposed policy updates as a result of
colleagues' feedback.

Colleagues are encouraged to raise
questions at the periodic all-colleague
announcerments led by the CEQ All
questions raised at this time are answered,
and comments made during the year
through surveys or our network of elected
colleague representatives via BIG are
considered. The Head of Executive Reward
& Pay Governance typically provides

an annual update to these colieague
representatives with an explanation of the
executive directors’ pay arrangements
during the year, and they are able to ask
questions on the arrangements and

their fit with the other reward nolicies
atthistime.

things that really matier to our colleagues
This also gives the Committee the
opportunity toc explain and discuss our pay
practices and how executive pay aligns with
pay across Lthe wider workforce, In addition,
the Head of Executive Reward & Pay
Governance provides updates tothe
Committee as appropniate on pay and
people-related issues during the year

- Paybudgets: Under the remit of the

Remuneration Comrmittee, total budgeted
salary expenditure across M&S far salary
review 1s noted, as are bonus and share
scheme budgets ensuring principles {or
reward allocation are aligned across Lthe
full workforce, inclusive of senior leaders

CONSIDERATION OF
STAKEHOLDER VIEWS

The Committee is committed to an
open and transparent dialogue with
shareholders on the issue of executive
remuneration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
representative bodies, seeking views
which may be considered when making
any decisions about changestothe
directors Remuneration Policy.

The Committee seeks the views of

the largest shareholders individually

and others through shareholder
representative bodies when considering
making any significant changes to the
Remuneration Policy; this may be done
annually ar on an ad hoc basis, dependent
upon theissue. Thisyear, the Cormnrrittee
censulted on the propaosed strategic
measures and targets to be applied to
the PSP. The Committee, led by the Chair,
annually engages in a process of investor
consultation, which is typically in written
format, but has included face-toc-face
meetings, telephone or video calls.

The Committee Chair is available to
answer questions at the AGM and the
answers to specific questions are

posted on our website,

As part of our socially responsible
reporting strategy, an annual shareholder
meeting s normally held and the
consideration of views on a variety

of tapics, including executive pay,

istaken into account.



GENDER PAY GAP

The M&S median gender pay gap for the
year to April 202015 41%, compared with a
national average of 15.5%. The M&S mean
gap for the same period is 12.3%

During the year, we've made several steps
to further promote and enhance inclusion
and diversity al M&S, including hiring our
first Group Head of Inclusion and Civersily
tofurther drive the agenda throughout
the business, via a new strategy aimed at
creating an inclusive culture withina
diverse environment for our colleagues,
customers and cemmunities.

We continue our partnerships with such
arganisations as Business in the Community,
Retail Week's Be Inspired programme (for
which a number of our senior leaders serve
as Ambassadaors) and the 30% Club.

Qur dynamic and fast-paced programme of
activity is supported by our seven colleague
networks, including the Cender Equality
Network, all of which hold events, celebrate
key events in theinclusion calendar, such as
International Wormen's Day and raise
impartant discussions on gender equal ity
via their gnline social communities.

We're proud that 73% of our Customer
Assistants are women but we need todo
more Lo encourage diversity In senior roles
Inclusion and diversity remains a key pricrity
for us. We will not beletting our focus relent
through these challenging times.

4.1%

Gender pay gap (median}

CHIEF EXECUTIVE’S PAY RATIO

25th percentile SOLh percentile 75th percentile

Year Methodology ratig ratio ratio
2021 Option A 55:1 50:1 421
2020 Option A 64:1 59:1 51:1

Asreported last year, the Committee
approved the use of Methodology A, as
set outinthe regulations, as we believe it
to be the simplest, most appropriate and
robust way to calculate the ratio.

Option A requires the calculation of

pay and benefits of all UK colleagues to
identify the three colleagues at the 25th,
50th and 75th percentiles as at 3 April
2021. This is calculated cn the same

basis as the CEO total singte figure of
remuneration. The only exception being
the individual performance element of the
Annual Bonus Scheme applicable to the
relevant colleagues (when operating} is
assumed to be the respective target value,
as the actual value is not known at the
time of producing the Annual Report.

This requires:

— Starting with colleague pay that was
calculated based on actual base pay,
benefits, bonus and long-term
incentives for the 12 monthly payrolls
within the full financial year. Earnings
for part-time colleagues are annualised
on a full-time equivalent basis to allow
equal comparisons.

— Adjusting the value of any bonus so that
it only reflects the amount earnedin
respect of the 2020/21 financial year

and does notinclude the value of any
deferred shares.

— Addingin the employer pension
contribution frem the Your M&S Pension
Saving Plan.

Joiners and leavers in the year have
been excluded from the calculations.
The percentile figures are thercfore
representative of the whole colleague
population but do not include all
colleagues as at 3 April 2021

The table above shows the ratio of CEQ
pay in 2020/21, using the singie total figure
remuneration as disclosed in Figure 7
{page 94) to the comparable equivalent
total reward of those colleagues whose
pay is ranked at the relevant percentiles in
our UK workforce. We believe the median
pay ratia this year is consistent with pay,
reward and progression policies for UK
colleagues as it reflects the consistent
approachto pay (pay freezes across the
whole company) along with M&S's policy
to pay for performance. The reductionin
the pay ratic this yearis predominantly the
result of the reduction of the CEO single
figure value due to no long-term incentive
vesting in 2021 and the decreasein the
cost of benefits provided in the year.

PAY ARRANGEMENTS FOR Total pay and Total pay and
COLLEAGUES DURING COVID-19 Salary benelits Salary benefits
Pay data (E000) {£000) (E0CO) {£000)
The impact on curbusiness during the year - 2019/20 2019/20 2020721 202021
was profound. For extended periods, most CEQ remuneration 828 1,205 834 1,068
if not all of our Clothing & Home store space UK colleague 25th percentile 8 19 8 20
was closed and our cafes and hospitality UK colleague 50th percentile 19 21 20 2
services have all been closed. Qur franchise -
business was atso severely impacted, UK colleague 75th percentile 22 24 24 25

particularty in travel hubs. Despite these
inlense pressures, we have rightly
recognised the incredible efforts of our
colleagues; arcund 27,000 colleagues were
pravided with government support viathe
Coronavirus Jeb Retention Scheme (CJRS),
This support was welcomed by our
colleagues whose roles were significantly
impacted by the restricted trading
enviranment, With a large number of our
stores closed, a signficant number of
redundancies have been avoided through
the benefit of the CJRS. Tofinancially help
colleagues and ther families during this
difficull period, M&S voluntarily ensured
that furloughed front-line colleagues
received full pay A Colleague Support Fund
was set up tohelp colleagues experiencing
financial hardship as a result of the
pandemic, inaddition, vulnerable
colleagues needing to salf-isolate or shield
tave done so on full pay. M&Sis proud to
have been able to support our colleagues
inline with the values which underpin the
way we do business.

For those frent-line colieagues continuing
to waork, a short-term 15% supplementary
payment was made in recognition of
theirefforts

PERCENTAGE CHANGE IN CEO’S REMUNERATION

The table below sets out the change in the CEQ’s remuneration (i.e. salary, taxable
benefits and annual bonus} compared with the change in the average nen-executive
director and our UK-based colleagues’ pay. This group has been chosen as the majority
of our workforce are based in the UK. Further details of the non-executive director pay

changes are shown on page 101

% change 2019/20 - 2020/2)

Basesalary/fees Benefits Annual banus
CEO (Steve Rowe) 0% -36.8% -
Average non-executive director 0% 0% N/A
UK colleagues (average per FTE) 0% 0% -

There were no annual base pay increases
awarded to the CEC, non-executive
directors or to colleagues in respect of
the 2020/21 financial year.

There has been no fundamental change in
the CEQ benefit offering. During pericds
of national lock down, Steve Rowe drove
himself, rather than make use of the
chauffeur service, to ensure the safety

of his driver and maintain the reguired
social distancing.

No award under the Annual Bonus
Scheme wasmade to eitherthe CEQ or
anyone else within the wider workforce
ineither 2019/20 or 2020/2).
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REMUNERATION

SUMMARY

REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS' REMUNERATION POLICY (AS APPROVED ON 3 JULY 2020)

This report sets out a summary of M&S's policy onremuneration for executive and non-executive directors. The full Policy was

approved by shareholders at the AGM on 3 July 2028 and carn be found on our website at marksandspencer.com/the company. h

The Policy took effect from this date and is designed to attract, retain and motivate our leaders within a framework designed to
prormote the long-term success of M&S and aligned with our shareholders' interests.

FIGURE 1: EXECUTIVE DIRECTORS’ REMUNERATION POLICY TABLE

ELEMENT OPERATION OPPORTUNITY

Base salary Salaries are payable in cash and are reviewed annually by the Commitiee considering a Normally inline with those in
number of factors, including external market data, histori¢ increases rmade to the individual — the wider workforce, although
and salary review principles applied Lo the rest of the organisation. no maximum is set.

Benefits In Line with our policies, directars are eligible tareceive benefits which may include. acar There is no set maximum,
orcash allowance and a driver, life assurance and relocation and tax equalisation allowances  however, any provision will
inline with sur mebility policies be commensurate with local
As with all colleagues, directors are also offered other benef its including colleague markets and forarllfemplqyee
discount, salary sacrifice schemes and participation in all-employee share schemes share schemes is n line with

! local statutory Limils.

Pension Directors may participate in the Your M&S Pension Saving Plan (a defined contribution A rmaximum employer

benefits arrangement), on the same terms as all other colleagues contribution currently of 12%
The defined benefit pension scheme is closed to new rmembers Directors who are members Sg;??éjé:g;:é?:;;ployee
of this scherme will continue to accrue benefits as a deferred member. : Y

From 3 July 2020, pension cash
supplements were removed for
future directors

Annual Bonus Directorsare eligible to participate in this non-contractual, discretionary scheme. Total maximum annual

Scheme Performance is measured against one-year financial and individual performance targets potential of up to 200% of |

including linked with ihe delivery of the business plan At least half of awards are measured against salary for each director

Deferred Share financial measures which typically include Croup PBT before adjusting items {(PBT).

Bonus Plan Corporate and individual elements may be earnedindependentiy, but no part of the

(DSBP) individual objectives may be earmed unless aLhreshold level of PBT has been achieved, after
which up te 40% of maximum may be payable for the achievement of individual objectives
Not less than 50% of any bonus garned is paid in shares which are deferred (or three years,

The Committee retains the nght to exercise discretion, both upwards and downwards, to
ensure that the level of award payable is appropriate.

Matlus provisions apply to the deferred share awards. Cash bonus payments are subject to
two-year clawback provisions, Clawback would be triggered in specified events such as,
but not limited to, a material misstatement of the Company's audited results, an errorin
catculation of the award, gross misconduct, of everts or behaviour that have a detrimentat
impact on the reputation of any member of the Group

Performance Directors are eligible to participate In the Performance Share Plan This isa non-contractual, The maximum value of shares

Share Plan discretionary plan and is M&S's main long-term incentive scheme Performance may be at grant is capped at 300%in

(PSP) measured against appropriate financial, non-financial and/or strategic measures Financial  respect of afinancial year,
measures must comprise at least 50% of awards
Malus and clawback provisions apply to these awards. Clawback triggers include but are not
limited to, a material misstatement of the Company’s audited results, an error in catculation
of the award, grass miscanduct ar events gr behaviour that has a detrimental impact onthe
reputation of any member of the Group.

Awards are subject to a further two-year holding period after the vesting date
Shareholding Directors are required to hold shares equivalent in value to a minimum percentage of thew Farthe CEQ, this requirement

Requirement

salary within alive-year period from their appointment date,

Directors are required to continue to hold their shareholding requirement, or, if their level
of shareholding is below the requirement, their actual shareholding for two years after
leaving M&S

is 250% of salary For all other
executive directors, the
requirement is 200%

80  Marksand Spencer Group plc




FIGURE 2: RECRUITMENT POLICY & SERVICE CONTRACTS

The table below summarises the Company’s policy on the recruitment of new executive directors. Similar considerations may also
apply where a director is promoted to the Board.

In addition, the Committee has discretion to include any other remuneration component or award which it feels is appropriate,
considering the specific circumstances of the individual, subject to the Limit on variable remuneration set out below. The rationale
for any such compenent would be appropriately disclosed.

ELEMENT

APPROACH

Service
contract

— Allexecutive directors have rolling contracts for service which may be Lerminated by M&S giving 12 months’ notice and the
individual giving six months’ notice.

Base salary

— Salaries are set by the Committee, taking into consideration a number of factors, including the current pay far other executive
directors, the experience, skill and current pay level of the individual and external market forces

Benefits

— The Committee will of fer a benefits package in line with our benefits policy for executive directors

—~ Maximum contribution in line with our policy for future executive directors {currently up to12% of salary)

Annual Bonus
Scheme

— Eligibte totake part in the Annual Bonus Scheme with a maximum bonus of 200% of salary in Lne with our policy for
execulive directors.

PSP

— Amaximum award of up to 300% of salary in line with our policy.

COVERNANCE

Buy-out
awards

Pension
benefits

— The Commitlee may offer compensatory payments or buy-out awards, dependenl on the individual circumstances of
recruitment, determined on a case-by-case basis.

— The specifics of any buy-out awards would be dependent on the individual circumstances of recruilment. The Committee’s
intention would be that the expected value awarded I1s no grealer than the expected value forfeited by the individual

FIGURE 3: TERMINATION POLICY

The Company may cheose to terminate the contract of any executive director in line with the terms of their service agreement either
by means of a payment in lieu of notice or through a series of phased payments subject to mitigation. Service agreements may be
terminated without notice and, in certzin circumstances such as gross misconduct, without payments

The table below summarises our termination policy for executive directors under their service agreements and the incentive

planrules.
ELEMENT

APPROACH

Base salary,
benefits and
pension
benefits

— Paymentmade upto the termination date in Line with contractual notice periods.

Annual Bonus
Scheme

— Thereis no contractual entitlerment to payments under the Annual Bonus Scheme If the director 1s under notice or not in
active service at either the relevant year end or on Lhe date of payment, awards (and any unvested deferred bonus shares)
may lapse The Committee may use its discretion to make a bonus award.

incentive
awards

— Thetreatment of outstanding awards is determined in accordance with the plan rules.

Repatriation

- M&Smay pay for repatriation where a director has been recruited from overseas

Legal
expenses &
outplacement

I Long-term

— Where a director {eaves by mutual consent, M&S may reimburse for reasonabte legal fees and pay for professionat
outplacement services.

The full Policy sets out further detail on the treatment of the executive directors’ pay arrangements, including the treatment of share
schernes in the event of a change of control or winding up of the Company.

Annual Report & Financial Statements 2021 a1



SUMMARY REMUNERATION POLICY CONTINUED

APPLICATION OF REMUNERATION POLICY

The charts below provide an illustration of what could be received by each of the executive directors in 2021/22 under the Policy.
These charts are illustrative, as the actuai value which will uttimately be received will depend on business performance in the year
2021722 {for the cash element of the Annual Bonus Scheme) and in the three-year periad to 2023/24 (for the PSP), as well as share
price performance to the date of the vesting of the PSP awards in 2024.

DIRECTORS BASIS OF CALCULATIONS AND KEY
Steve Rowe Fixed Fixed remuneralion only. @ Fixed remuneration
£000 £5,824 No vesting under the ABS and PSP Includes alt elements of fixed remuneration:

£4,781 Target Includes th following assumptions — Base salary (effective 1 July 2021), as

| far the vesting of the incentive shown in the fable on page 95

a 54% components of the package . . .
4% - Pension benefits as delailed on page 95.
£2.266 — ABS 50% of maximum, assumes .
» no share price growth, — Benefits (usungthevalgefor2020/2]

35% 29% included in the single figure table on
£1,009 37% - PSP:20% of 250%, assumes no page 94). For Ecin Tonge this excludes
100% ] 45% 21% Lme share price growth his temporary relecation allowances.
Fixed Target Maximum  Maximum Maximum Includes the following assumptions @ Annual Bonus Scheme (ABS)

+50% for the vesting of the incentive
. components of the package: Represents the potential total value of the
Eoin Tonge ABS: ) annual bonus for 2021/22. Half of any bonus
£000 = ABS:100% of maximum, would be deferred into shares for three years
£445 assumes no share price growth, and thisis included in the value shown.
£3,395 - PSP 100% of 250%, assumes no @PSP
4% 54% share price growth,
Py - PSP represents the potential value of the
£1.589 Ma Includes the following assumptions . -
jﬁ\ \ 7% 29% \ +50% share for the vesting of the incentive PSP o be a\yarded in 2027, which would vest
’ﬂll 38% rice components of {he packade: 1N 2024 subject to Lthe relevant performance
100% 43% | [ 10% [ ] :rowth P packag targets Awards would then be held for a
Fixed Targot Maximum Maxirnum — ABS 100% of maximum, further two years
+50%

assumes no share price growth

— PSP:100% of 250% with 50%
share price growth

— Crant share price for the
purpose of demonstrating the
50% growth taken as closing
share price at 2020/21 year end.

FIGURE 4: SUMMARY OF REMUNERATION POLICY

The diagram below illustrates the balance of pay and time period of each element of the Remuneration Policy for executive directors,
approved in July 2020. The Committee believes this mixture of short- and long-term incentives and fixed to performance-related pay
1s currently appropriate for M&8's strategy and risk profile.

Year' Year 2 Year 3 Year4 Year 5
Fixed pay - Basesalary
- Benefits
- Pensionbenefils
Annual -Uoto100% salary -Upto160% salary (deferred shares)
Y Banus (cash) - Three-year deferral perniod
2 Scheme - One-year
o ¥ -Nofurther performance cond Lions
L] performance Mat )
2 _Clawback -Maius prov sions apoly
provisions apply
PSP -Maximum 300% of salary - Two-year holding peniod post-vesting

- Three-year performance
- Malus provisigns apply

92 Marks and Spencer Group ple
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FIGURE 5: NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY

The table below sets out our Palicy for the operation of non-executive director fees and benefits at the Company. The Policy was
approved in July 2020 and may operate for up to three years.

ELEMENT OPERATION AND OPPORTUNITY
Chairmans - Feesarereviewed annually and are determined by the Remuneration Committee.
fees — Total fee comprises the non-executive director basic fee and the additional fee for undertaking the role.
— The maxmum aggregate fees for the non-exacutive directors’ basic fees, including the Chairman's basic fee, s £750,000p a.
as set out inour Articles of Association
Non-executive - Feesarereviewed annually and are determined by the Chairman and executive directors.
dire.ctor‘s — Thamaximum aggregate non-executive director basic faes, including the Chairman, is £750,000 p a. as set out in our
basic fee Articles of Association
Additional Arlditinnal fers are paid for undertaking the extra responsibilities of:
fees - Board Chairman
— SeniorIndependent Director
— Committee Chair,
Benefits — Inline with our other colleagues, the Chairman ang non-executive directors are entilled to receive colleague discount.
— The Company may reimburse the Chairman and non-executive directors for reasonable expenses in performing their duties
and may seitle any tax incurred in relation to these
— The Chairman may aiso be entitled to the use of a car and driver
Share — All non-executive directors, including the Chairman, are required to build and maintain a shareholding of at least 2,000 shares
Ownership upon joining M&S. s
— This shareholding must be held for the period of their tenure E
g
REMUNERATION FRAMEWORK FOR AlLUK colleagues are eligible to Around 170 of M&S's top senior executives g
THE REST OF THE ORCANISATION participate in the Your M&S Pension Saving  may be invited to participate in the PSP,
M&S's phil b ist deafa Plan on the same terms as the executive measured against the sarme performance
d s Pt otsori yIsto pr:Ot\g 23 ar directors. In addition, all UK colleagues conditions as executive directors. Award
Sﬂ Cons‘st.en .BZD;OEC . dpby.l 0 are provided with tife insurance and levels granted are determined to be
ecrin_urkw)era éclm "rl’. & Zrm'ltrlwﬁeth 4 e‘f colleague discount, and may choose aligned with market practice and reflect
3? 1 ro:s y;_ |gnte Wi oseo to participate in the Company’s anindividual's level of senicrity as well as
€ executive directors. all-employee share schemes and their performance and potential within
Base salaries are reviewed annually and salary sacrifice arrangements. the business.

reflect the local labour market.

A significant number of colleagues are
eligible to be considered to participatein
an annual bonus scherme which is partially
determined by Group PBT performance.
For M&S's most senior executives, part

of the bonus is deferred into shares for
three years.
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REMUNERATION

REMUNERATION REPORT

EXECUTIVE DIRECTORS’ REMUNERATION

Each year, the Remuneration Committee
assesses the current senior remuneration
framework to deterrmine whether the
existing incentive arrangements rermain
appropriately challenging in the context
of the business strategy, fulfil current
external guidelines and are aligned with a
range of internal factors, including the
pay arrangernents and policies
throughout the rest of the organisation.
In its discussions, the Remuneration
Committee aims to ensure that not

only is the framework strategically aligned
tothe delivery of business pricrities,

but also that payments made during the
year fairly reflect the performance of the
business and individuals. A significant
proportion of the performance measures
used inthe incentive schemes are
integrated with M&S's key performance
indicators (KPIs) and strategic priorities
detailed in the Strategic Report, as
illustrated on pages 37 and 7 respectively.

FICURE 6: REMUNERATION STRUCTURE 2020/21

The diagram below (Figure 6) details
the achievernent of each executive
director under the Company’s incentive
schemes as a result of short- andiong-
term performance to the end of the
reported financial year and summarises
the main elements of the senior
remuneration framework. Further details
of payments made during the year are
set out in the table below (Figure 7) and
laterinthis report.

Fixed pay kY

Base salary

Pansion benefits

No salaryincrease in line

with other M&S colleagues

© Formore information see pS6

(with 50% deferral)

Measured against a balance
of Group PBT befare
adjustingitems and

individual performance

Bonus not in operation

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Measured against adjusted
EPS, average ROCEand TSR
Achievement was 0%
against targets set

0% of award vested

Annual bonus ¥ 26124 = Total pay for 2020/21
200% of salary maximurm 250% of salary awarded
bonus opportunity in208

Total payments are

€.22% of maximum
potential

© For moreinformation see p98

Salary Benefits Total Total PSP Pensions Total RSP Total Total Total
bonus vested benefits granted pay fixed pay variable pay
ECOQ £000 £000 E£000 £000 £000 £000 £000 £000
Director Year
Steve Rowe 2020/21 834 3 0 0 203 - 1,068 1,068 0
2019/20 828 37 0 137 203 - 1,205 1,068 137
EoinTonge 2020/21 489 105 o] 0 39 1,316 1,949 1,949 0

{from 8 June 2020) 2019720 -

Nate that the value of the PSP awards vesting in 2019/20 has been restated to reflect the actuat share price on the date of vesting, £1.11.

In line with the approved Recruitment Policy, Eomn Tonge's Restricted Share Plan {(RSP) award reflects the total face value of share
awards granted to compensate him, on a fair value basis, for Creencore Group plc awards forfeited on joining M&S. The fair value was
calculated to take account of the ariginal performance period and the estimated satisfaction of the performance conditions of the
original awards. The vesting timeline for the first tranche of this award isin line with the time herizons of the original awards. For the
remaining tranches the original time horizon has been extended by six months. In addition, as part of his recruitrment package,

£oin also received the benefit of a home search, tempaorary accommodation and relocation allowances (£83,000) and a travel

allowance (£15,000).
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SALARIES

When reviewing salary levels, the
Committee takes into account a
number of internal and external factors,
including Company performance
during the year, external market data,
historic increases made to the individual
and, to ensure a consistent approach,
the salary review principles applied to
the rest of the organisation.

As detailed in last year’s report, for salaries
effective July 2020, in light of the Covid-19
pandemic and the salary freeze acrossthe
wider organisation, the Committee
discussed pay arrangements for all

FIGURE 8:SALARIES

colleagues and decided it was appropriate
to also freeze the salary for Steve Rowe.
Eoin Tonge joined the Company on 8 June
2020, his salary onjoining was £600,000.

For salaries effective July 2021, inline with
increases for management positions, the
Committee has awarded Steve Rowe an
increase of 1%, making his salary £842 845,
Eoin Tonge was similarly awarded an
increase of 1% of salary. Effective 1 July
2021 his salary will increase to £606,000.
Across the wider population salary

increases ranged from 1% for management

roles to 5.6% for customer assistants.

The next annual salary review for the
executive directors will be effectivein
July 2022.

The tabte below details the executive
directors’ salaries as at 3 April 2021

and sataries which will take effect from
1July 2021

Annualsalary  Annual salary

asof asof Changein

3ApriL 2021 1duly 2021 salary

L£060 £000 %increase

Steve Rowe 8345 8428 1%
Eoin Tonge 600.0 606.0 1%

BENEFITS (AUDITED)

PENSION BENEFITS (AUDITED)

The Remuneration Policy permits that
each executive director may receive a car
or cash allowance as well as being offered
the benefit of a driver. During the year,

in lieu of a car allowance, Steve Rowe
received a car and the benefit of a driver
during periods when England was not
under lockdown. Eoin Tonge does

not receive a car or cash allowance.

To facilitate Eoin Tonge's recruitment
and relocation, he was provided with
temporary short-term travel and
accommodation allowances. The total
cost of this provisionis reflected in the
single figure table.

In ine with ali other colleagues,

executive directors receive life assurance,
colleague discount and are eligible to
participate in salary sacrifice schemes
such as Cycle2Work.

FIGURE 9: PENSION BENEFITS (AUDITED)

Duringthe year, Steve Rowe received a
cash payment in lieu of participationin
an M&S pensiocn scheme. As reported last
year, the CEC has agreed that his pension
cash supplement be reduced to zero
over athree-year period. For 2021/22,

the CEC's total annual cash supplement
will be reduced by one-third to £135,000
and will be reflected in the single figure
table in next year’s report.

Steve Rowe is a deferred member of the
Marks & Spencer UK Pension Scheme.
Details of the pension accrued during the
year ended 3 April 2021 are shown below.

Eoin Tange is a member of the Your M&S
Pension Savings Plan, as described on
page 90. Eoin contributes 6% of his salary
into the scheme and the Company
matches this with a 12% contribution.

The value of the Company’s contribution
in the yearis shown in Figure 7 on page 94.
This is the maximum level of contribution
offered by M&S and is consistent with the
terms available to all other colleagues.

Accrued Increasein  Transfer value

pension Additional Increase  accruedvalue of total

Normal entitlementas  wvaluconearly inaccrued {net of accrued

retirernent at yearend retirernent, value inflation) pension

age £000 £C00 [000 £000 £000

Steve Rowe 60 159.7 Q C.7 0 4,998

The accrued pension entitiement is the deferred pension amount that Steve Rowe would receive at age 60 if he left the Company on

3 April 2021, All transfer values have been calculated on the basis of actuarial advice in accordance with the current Transfer Value
Regulations. The transfer value of the accrued entitlernent represents the value of the assets that the pension scheme would transfer
to another pension provider on transferring the scheme’s liability in respect of a director’s pension benefits. It does not represent sums
payable to a director and therefore cannot be added meaningfully to annual remuneration.
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REMUNERATION REPORT CONTINUED

ANNUAL BONUS SCHEME

ANNUAL BONUS SCHEME 2020/21 (AUDITED)

As was disclosed in last year'sreport, the
Committee tock decisive action at the
start of the pandemic, and cancelled the
executive directors bonus scheme for
2020/21. Despite this, the Committee
continued to review the achievement of
the individual objectives aligned with
the strategic priorities set at the start of

the financial year to fulfilits remit and
toenable transparent disclosure to
shareholders. The table below describes
the achieverments of the executive
directers, without disclosing the specific
targets associated. These targets are
considered commercially sensitive.

The Committee will continue to assess

FIGURE 10: INDIVIDUAL CBJECTIVES (AUDITED)

the commercial sensitivity of targets with
the aim of disclosure wherever possible.

The Committee ensures that targets set
are the relevant drivers of required annual
performance, recognising that it operates
in the context of a highly competitive
market and uncertain market condit:cns.

Director Individuat

Steve Rowe

Broadening M&S Food appeal

Significant overhaul of Food ranges and value position along with repurposing of space towards core calegories allowing the
loss offset of convenience trade. Family fecused innovation and the broadening appeal of Food led to strong Christmas and
Eastersales performance.

Food distribution

Significant Food cost reductions and synergy savings from Ocado growth. Better Food availability through the Vangarde
supply chain programme and food waste reductions.

Turbocharging ontine growth in Clothing & Home and Food
Successfullaunch of M&S products on Ocado from | September 2020. Positive customer response with M&S praducts forming
25% of sales, outperforming Waitrose

Successful relaunch of Sparks with over 10m members reached Creation of MS2 to further enhance the Sparks data insights
for customer personalisation,

Progressive increase in growthin online sales throughout the year salisfied by the Castle Donington distribution centre and
the expansion of BOSS capability resulted in overall online sales growth of 53 9%

Establishing a store estate for the new world
15 Food stores renewed with afurther 16 opening in the coming months, with the efficiency of a supermarket and the 'soulof a
fresh food market’ offering customers quality produce, ambient, grocery and frozen in a distinctive envirgnment

Re-evaluated stare estate roadmap and locations as part of three-year plan. Renegotialed rental arrangements to churn
Simply Foods. Launched five "10x stores as part of the omni-channel Clothing & Home strategy.

Ecin Tonge

Restore M&S to sustainable, profitable growth

Delivery of astronger balance sheet than expected through investment in technology Lo reduce fixed costs, reductlion in
discretionary casts, managed stock flow and a facus on warking capital,

Cashflow was preserved through a combination of actionsincluding new terms with suppliers, adjustments te arrangements
wilh landtords and careful management of capital expenditure.

Strengthened liquidity by reducing nel debt, refinancing 2022 finance commitments and managing standby liquidity with

the banks

Implemented an effective planning and review process in annual and three-year financial planning including imprevements

to budgeting.

Accelerate the transformation in Finance capability across the organisation

Suceessful recruitment and onboarding of high calibre Finance teaders to build a strong new management team to support

the family of businesses

DEFERRED SHARE BONUS
PLAN (AUDITED)

Currently 50% of any bonus payment is
compulsorily deferred into shares. These
awards vest after three years subject to
continued employment as well as matus
provisions. As no bonus was awarded in
respect of performance year 2019/20,

no share awards under the Deferred
Share Bonus Plan (DSBP) were rmade
during the year. In relation to the 2020/21
performance year, as the Annual Bonus
Scherme did not operate, there willbe no
awards under the DSBP made in 2021
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ANNUAL BONUS SCHEME FOR 2021/22

During the year, the Committee reviewed
the 2021/22 scheme, considering the
accelerated transformation programme
Never the Same Again together with
borws arrangements elsewherein

the business.

The Committee was satisfied that the
structure of the annual bonus scheme,
as approved by shareholders at the 2020
AGM, remains appropriate. Subject to the
achievement of stretching targets, set in
line with the 2021/22 financial plan, the
scheme provides for a competitive bonus
opportunity with a strong focus on
stretching PBT performance

Executive directors are eligible to receive a
bonus payment of up to 200% of salary.

Performance will be focused on Group
PBT before adjusting items (PBT}(70%)
with individual measures set against key
areas of detivery of the transformation
plan. Individual performance will again
be measured independently of PBT
performance; no individual element
may be earned until a threshold level of
PBTis achieved.



ANNUAL BONUS SCHEME CONTINUED

The remaining 3C% of the bonus will

be measured against a scerecard of
individual objectives, identified as the
measurable key priorities required to drive
the continued transformation of M&S.

The performance targets for the 2021/22
Scheme are deemed by the Board to be
too commercially sensitive to disclose

at this time as they are not disclosed
elsewherein the report. Where possible,
they will be disclosed in next year's report.
The Cammittee, inits absolute discretion,

CORPORATE TARGETS

may use its judgement to adjust
outcomes to ensure that any payments
made reflect overall business and
individual performance during the year.
Any discretion applied will be clearly
disclosed and justified.

INDIVIDUAL OBJECTIVES

Group PBT before adjusting items PBT

Scarecard of
individual
measures

Director

% bonus %bonus  Measures

Steve Rowe

- Creation and implementation of revised Executive
Commiltee structure and roles and the development
of strong succession plans.

- Delivery of the transformation programme in
Clothing & Home.

- Reset the strategic relationship with Qcado regarding
platformintegration, data sharing, infrastructure and
category strategy.

~Revitalise Plan A.

Eoin Tonge

- Drive afocus on financial delivery of critical transformation
strategiesin Property and supply chain.

- Design and deliver critical Group investrment evaluation
processesand models.

-Shape and strengthen the balance sheet.

- Deliver step changein Lthe control environment

PERFORMANCE SHARE PLAN (PSP)

PSP AWARDS MADE IN 2020/21 (AUDITED)

As reported last year, between September
2019 and January 2020, the Committee
reviewed the long-term incentive
framework at M&S, assessing the extent to
which it remzined suitable and actively
consulted with shareholders during

this time. As part of this review and
engagement process and taking inte
account sharehclder feedback, it

was determined that 20% of the PSP
award would be based upon strateqic
transformation goals relevant to the
achieverment of the business strategy
aver the next three years. The reraining
80% of the award would be based on
EPS(30%), ROCE (30%) and relative TSR
(20%) similar to recent years.

TSR is measured against a bespoke group
of 13 companies taken frcm the FTSE 350
General and Food & Drug Retailersindices,
reviewed pricr to grant to ensure the
constituents remained appropriately

aligned to M&S’s business operations to
kest reflect the value of sharehclders'
investment in M&S over the respective
performance period. These companies
are listed in Figure 12.

Recognising the material fall in share
price, the Committee significantly
reduced the quantum of the PSP grant
for 2020 only from the typical 250% of
salary tc 175% of salary. The grant was
made on 6 July 2020,

Having taken the decisicn to delay target
setting, the Committee consulted with
shareholders on the proposed targets

and received support for the action taken
to reduce awards and for the proposed
targets and strategic measures. For clarity,
the Food like-for-like sales growth
excludes sales on Ocado as arcund 95% of
M&S product sold on Ocado does not pass
through the M&S network. Ocado sales are

incorporated into the EPS figures.

The strategic targets are deemed too
commercially sensitive to disclose but
will be reported at the time of vesting.

Inline with Policy, awards will vest three
years after the date of grant, to the extent
that the performance conditions are

met, and must then be held for a further
two years. Clawback provisions apply
during this holding period. For financial
measures, 20% of awards will vest for
threshold performance increasing to 100%
on a straight-line basis between threshold
and maximum performance. For strategic
measures no payment shall be made if the
target is not achieved. This supports the
Committee’s view that delivery of these
strategic measures is critical, payment

for achievernent below the targetis not
appropriate. Detailed targets can be seen
inFigure 11.

FIGURE 11: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2020/21 {AUDITED)

Details
2020/2? award measures Weighting Threshold Maximum
Adjusted EPS in 2022/23{p) 30% 13p 22p
ROCE in2022/23 (%) 30% 9% 12%
Relative TSR 20% Median Upper guartile
Strategic measures M&S.com growth
20% Food like-for-like sales

Store staff cost to sales ratio
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REMUNERATION REPORT CONTINUED

PERFORMANCE SHARE PLAN{PSP}CONTINUED

FIGURE 12: TSR COMPARATOR GROUP 2020/21 AWARDS

J Sainsbury ASOS Dunelm Group N Brown Group

Wm Marrisons B&M European JD Sperts Fashion Next

Tesco Dixons Carpheone Kingfisher Frasers (formerly Sports Direct International)
WHSmith

FIGURE 13: PSP AWARDS MADE IN 2020/21 {AUDITED)

Threshold Face value Endof

Basisofaward tevel of of award performance
% of salary vesting £000 penod Vest ng date
Steve Rowe 175% 20% 1460  01/04/2023  06/07/2023
Eoin Tonge 175% 20% 1,050  01/04/2023  06/07/2023

PSP grants were made as a conditional share award. When calculating the face value of awards to be granted, the number of shares
awarded was multiplied by the average mid-market share price on the five dealing days prior to the date of grant. For the 2020 award,
the share price was calculated as £1.00, being the average share price between 29 June 2020 and 3 July 2020

FIGURE 14: PSP AWARDS VESTING IN 2020/21 (AUDITED)

For directors in receipt of PSP awards granted in 2018, the awards will vest in July 2021 based on three-year performance over the
period to 3 April 2021, Performance has been assessed and it has been determined that 0% of the total award will vest. The Committee
reviewed this {evel of vesting against the wider business performance of the period and determined this level of payment was
appropriate; no discretion was applied either for share price movements or for formulaic vesting outcomes.

Details of performance against the specific targets set are shown in the table below.

The total vesting values shown in Figure 15 directly correspond to the figure included in the single figure table on page 94.

Adjusted EPSIn Average ROCE
2020/2'  (2018/°9-2020/21)
() (%) TSR
L]
Total vesting
% of award
20°8/19 award /3 of award 1/3of award f3af award
Threshold performance 269 1 Median
Maximum performance 327 141 Upper quartile
Actual performance achieved 11 3.3 Belowmedian
Percentage of maximum achieved 0% 0% 0% 0%

Targets cutlined above are stated on a post-IFRS 16 basis and include adjustments that have been made for the impact of the
investrment in Ocado Retail Limited. The original targets were EPS 31.7p-38.7p and ROCE 13.0%-17.0%.

FIGURE 15: VESTING VALUE OF AWARDS VESTING IN 2020/21 (AUDITED)

Ongrant At the end of perfarmance period (3 April 2021)
Dividend "
Number af equivalents Impact of Totalvesting
shares granted accrueddurng share price of award
(ncl ngnts issue %of salary  the performance Number of Numper of performance £o000
adustment) granted period shares vesling shares laps:ng
Steve Rowe 680,545 250% 52935 0 733,480 - £0k

Dividend equivalents accrued during the performance period have been included in the table above.

PSP AWARDS TC 8E MADE IN 2021/22

During the year, the Committee reviewed the long-term incentive framework at M&S, assessing the extent to which it remained
suitable. While the 2021 PSP will maintain the measures used for the 2020 PSP awards (30% adjusted EPS, 30% ROCE, 20% relative

TSR and 20% strategic measures), given the continuing uncertainty of the impact of the pandemic on macroeconomic factors, the
Committee has again decided to delay the setting of PSP targets. The targets will be disclosed by 31 December 2021 and willbe
discussed with shareholders prior to confirmation. Having reduced award levels in 2020 to acknowledge the shareholder experience of
Covid-19 and to mitigate against windfall gains from directors’ awards, the Committee believes, in light of the return of the share price
to pre-pandemic levels, it s appropriate to incentivise the executives and ensure they remain aligned with shareholders’ long-term
interests. itisintended to grant PSP awards of 250% of salary for 2021, noting that the expected number of shares to be granted will

be fewer than in 2020 as a result of the share price recovery over the last 12 months.
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RESTRICTED SHARE PLAN (RSP)

RSP AWARDS MADE TO EOIN TONGE IN 2020/21 (AUDITED)

Asreported last year andin line with the
approved Recruitment Policy, Ecin Tonge
received replacement share awards to
compensate for the awards that he
forfeited onresigning from Greencore
Group PLC. The fair value of these
conditional share awards was calculated
taking account of the original
performance period and estimated

For the purposes of this award, the share
price was calculated as £1.00, being the
average share price between 29 June 2020
and 3 July 2020. The vesting timeline for
the first tranche of this award isin line

with the time horizons of the originat
awards; for the remaining tranches, the
original time horizon has been extended
by six months.

Face value
of award Vesting  Endof post vesting
£QOQ clate holding per:ed
526 10/12/2020 1012/2022
526 24/06/2022 24/06/2024
263 19/06/2023 19/06/2025

Dividend equivalents will be paid cn the
vesting date based on the number of
vested shares.

satisfaction of the performance
conditions of the original awards.

FIGURE 16: DIRECTORS' SHAREHOLDINGS {AUDITED)

The table below sets out the total numibser of shares held by each executive director serving on the Board during the period to
3 April 2021, Shares owned outright include those held by connected persons.

There have been no changes in the current directors’ interests in shares or options granted by the Company and its subsidiaries
between the end of the financial year and 25 May 2021. Ng director had an interest in any of the Company’s subsidiaries at the statutory
end of the year.

w

Unvested o

-4

With Wilhout ]

periormance performance z

conditions conditions Vested ;J

Shares owned Performance Restricted Snare unexercised Q

outright Share Plan Plan options o
Steve Rowe 562,662 3,228,450 - -
Eoin Tonge 277999 1,049,538 789,252 -

FIGURE 17: SHAREHOLDING REQUIREMENTS INCLUDING POST-CESSATION (AUDITED)

All executive directors are reguired to hold shares equivalent in value to a minimurm percentage of their salary within a five-year period
from their appointment date. For the CEQ, this reguirernent is 250% of salary and for other executive directors the reguirement is
200% of salary. A similar requirement of 1080% of salary currently applies to members of the Executive Committee below Board level.

The chart below shows the extent to which each executive director has met their target shareholding as at 3 April 2021. For Steve Rowe,
his 250% shareholding requirement is measured from the date he was appointed CEQ. Although the respective target has not yet been
achieved, the Committee is satisfied that no shares granted or held have been sold by either the CEO or his related parties and that the
CEQC’sinterests remain strongly aligned with shareholders.

For the purposes of the requirements, the net number of unvested share awards not subject to performance conditicnsis included
and is reflected in the chart below The Committee continues to keep both shareholding requirement guidelines and actual director
sharehcldings under review and will take appropriate action should they feel it to be necessary.

Supporting the Committee’s intention to drive long-term, sustainable decision-making for the benefit of M&S and our sharehelders
and in line with the 2018 Code changes and the Investment Association's updated guidelines, in 2020 the Committee approved the
extension of shareholding guidelines beyond the time at which an executive director leaves M&S. Directors are required to maintatn
their minimum shareholding requirement, or, if their level of sharehalding is below this, their actual shareholding for two years after
leaving M&S. For the avoidance of doubt, the Committee has approved all vesting awards frem 2020 grants onwards tobe held in a
nominee vehicle to ensure the successful operation of this policy.

For the purposes of this calculation, an average share price is used to reduce the impact of share price volatility on the results. The
average share price for the year was £1.16, with resultant shareholdingsillustrated in the chart below. At 3 April 2021, the share price
was £1.524, which would increase the CEQ's and CFO's total shareholding by 33% (106% of salary) and 31% (177% of salary) respectively.

Steve
Rowe

| 813 250% of salary

Eoin

Tonge |135%

200% of salary

@ Shares owned outright @ Unvested DSBP/R3SP shares  Shareholding requirement
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REMUNERATION REPORT CCNTINUED

EXECUTIVEDIRECTORS’REMUNERATION CONTINUED

EMPLOYEE SHARE SCHEMES

ALL-EMPLOYEE SHARE SCHEMES
(AUDITED)

DILUTION OF SHARE CAPITAL BY EMPLOYEE SHARE PLANS

Executive directors may participate in
both ShareSave, the Company's Save As
You Earn Scheme, and ShareBuy, the
Company's Share Incentive Plan, on the

same basis as all other eligible colleagues.

Further details of the schemes are set out
in note 13 to the financial statements on
pages 153 to 155,

Awards granted under the Company’s
Save As You Earn Scheme and
discretionary share plan can be

met by the issue of new shares when
the options are exercised or through
market purchase shares.

The Company monitors the number

of sharesissued under these schemes
and their impact on dilution imits. The
Company’s usage of shares compared
with the dilution limits set by the
Investment Association in respect of all
share plans (10% in any rolling ten-year
period) and executive share plans

{5% in any rolling ten-year period)

asat 3 April 2021 is as follows:

FICURE 18: All share plans

Actual
Limit

3.836%
10%

FIGURE 19: Executive share plans

Actual 2.28%
Limit 5%

FIGURE 20: EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY'S SHARE SCHEMES (AUDITED)

Maximum Dividend Maximum
recevable at Awardedduning  Exert'sedduning Lapsed during egu valents receivable at
29March 2020 the year the year the year accrued 3 April 2021
Steve Rowe
Performance Share Plan 2,499,156 1,459,732 267,878 566,932 104,372 3,228,450
Deferred Share Bonus Plan 90,744 - 90,744 - - -
SAYE 9,557 21951 - 9,557 - 21,951
Total 2,599,457 1,481,683 358,622 576,489 104,372 3,250,401
Eoin Tonge
Performance Share Plan - 1,049,538 - - - 1,049,538
Restricted Share Plan - 1,315,420 526,168 - - 789,252
SAYE - 21,951 - - - 21,951
Total - 2,386,909 526,168 - - 1,860,741

The aggregate gain for Steve Rowe ansing in the year from the exercise of awards granted under the DSBP and the PSP totalled
£395,471 based on the respective share price on the date of exercise of £1.100 and £1.113. The aggregate gain for Eoin Tonge arising
during the year from the exercise of awards granted under the RSP totailed £718,845 based on a share price on the date of exercise
of £1.3661. The market price of the shares at the end of the financial year was £1.524, the highest and lowest share price during the
financial year were £1.589 and £0.850 respectively.

Figure 21 shows the time horizons of outstanding discretionary share awards (including dividend eguivalent shares accrued during
the performance period} for all directors serving on the Board during the year.

FIGURE 21: VESTING SCHEDULE OF EXECUTIVE DIRECTORS’ OUTSTANDING DISCRETIONARY SHARE AWARDS

Maximum 202122 2022/23 2023724
recevable at.
3 Aorl 2021
(all cisc-etionary Maxirnum Maximum Maximum
schemes) recewvable Lapsed recevable Lapsed rece vable Lapsed
Steve Rowe Performance Share Plan 3,228,450 - 733480 1,035,238 - 1,459,732 -
Eoin Tonge Perfaerrmance Share Plan 1,049,538 - - - - 1,049,538 -
Restricted Share Plan 788,252 - - 526,168 - 263,084 -

As reported on page 98, the 2018 PSP awards included within the totals shown in Figure 21 will vest at 0% in July 2021 This has been
reflected above in the 2021/22 Lapsed column.
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EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 22: PERFORMANCE AND CEQC REMUNERATION COMPARISON

This graph illustrates the Company's performance against the FTSE 100 over the past 10 years. While M&S is not currently a constituent
of the FTSE 100 Index, the Committee feels that it remains the most appropriate comparator. The calculation of TSR is in accordance
with the relevant remuneration regulaticns. The table below the TSR chart sets out the remuneration data for directors undertaking
the role of CEO during each of the last 10 financial years.

2010/% 20mn2 2012413 2013114 2014/15 201516 2016/17 201718 2018/19 2019/20 2020428

- Marks and £ £m
Spencer 200 40
Group ple (£)

««FTSEl0¢ NN e,
Index(£) N et T
Souree: B e e T " 30
Thomson e T e s e
Reuters e e WOINS o rans
CEO single 100 o104/ 20
b figure 29/03m  92/04N2 BOINE Somana
remuneration 15
(£000)
50 o041 10
28/03/20 5
. ® [ ® ® o ® ® ® ® ®
CEO
CEOsingle Steve Rowe - - - - - 1,642 1,123 1,517 1,205 1,068
figure ([000)  Marc Bolland 3,324 2,042 1,568 2,035 2,015 - - - - -
Annual bonus  Steve Rowe - - - - - 36.98% 0.00% Q.00% 0.00% 0.00%
payment
{% of maximum) Marc Bolland 34.00% 42.50% 0.00% 30 55% 3190% - - - - -
PSP vesting Steve Rowe - - - - - 0.00% 8.20% 34.0% n20% 0.00%
(% of maximum) Marc Bolland 3).96% 0.00% 760% 4.70% 4.80% - - - - -
FIGURE 23: PERCENTAGE CHANGE IN DIRECTORS’ REMUNERATION
% change 2019/20 - 2020/2} The table sets out the annual percentage
s L?OW%‘?O Bencfte Aol ~ changein salary, benefits and bonus for
20 salary/ E':S ki : MOUELOONYE  each director compared with that of the
Steve Rowe 0% -36.8% - average full-time equivalent total reward
Eoin Tonge 0% - - forall UK colleagues.
Archie Norman 0% ~74% N/A_ For non-executive directors, benefits
Andy Halford 0% 0% N/A  comprise taxable expense
Alison Brittain 0% 0% N/A  reimbursements relating to travet,
Andrew Fisher 0% _100% N/A accommodat_ion and subsistencein
Katie Bickerstaffe o S00% N/A connectlon_wwh the al;tendan;e at Board
- - . and Committee meetings during the
Pip McCrostie 9% 0% N/A  year The significant change in the taxable
Justin King Q% 100% N/A  benefits is a result of travel being
Tamara Ingram 0% - N/A  impacted by Covid-19 and not a change
Sapna Sood 0% _ N/a N the benefits policy.
UK colleagues (average FTE) 0% 0% -
FIGURE 24: RELATIVE IMPORTANCE OF SPEND ON PAY
The table oppositeillustrates the 2019/20 2020/21
Company's expenditure on pay in fm £m % change
comparison with profits before tax and Total colleague pay 1,464.4 1,437.7 -1.82%
distributions to shareholders by way of Total returns to shareholders 191.1 Nil -100%
dividend payments and share buy-back. Croup PBT before adjusting items 403 416 -89.70%

Total colleague pay is the total pay for
all Group colleagues. Group PBT before
adjusting items hasbeenused asa
comparison as this is the key financial
metric which the Board considers when
assessing Company performance.
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 25: SERVICE AGREEMENTS

In line with our Policy, directors have

rolling contracts which may be terminated
by the Company giving 12 months' notice

or the director giving six rmonths’ notice.

CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2020/21

DIRECTORS APPOINTED TO THE BOARD

Eoin Tonge joined the Board on 8 June
2020 as Chief Financial Officer, His basic
annual salary is £600,000. Ecindoes not
receive a pension supplement or car
allowance. Ecin has joined the pension
scheme on the same terms as all other
colleagues. Ecin received temporary
short-term travel and accornmodation
allowances in the year. In line with the

EXTERNAL APPOINTMENTS

Date of
appointment Notice period

Steve Rowe 02/04/2016 12 months/6 months
Eoin Tonge 08/06/2020 12 months/6 months
Company's recruitrment policy, Eoin PAYMENTS FOR THE
received a reptacement share award to LOSS OF CFFICE (audited)
compensate him for shares forfeited by There were no payments made for loss
him joining M&S. These shares will vest of office during the period.
broadly in line with the original award time

PAYMENTS TO PAST

horizons although some have been

extended by six months. Further details of
Eoin's award is set out on page 99. Therest

of Ecin's incentive arrangements are

aligned with that of an executive director.

DIRECTORS (audited)

There were no payments made to past
directors during the period.

The Company recognises that executive
directors may be invited to become
non-executive directors of other

companies and that these appointments

can broaden their knowledge and
experience to the benefit of the Company.

The policy is for the individual director
ta retain any fee. There are currently

no external appointrments held
by the executive directors.

FIGURE 26: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED)

Non-executive directors receive fees

refiecting the time commitment, demands

and responsibilities of the role. Fees paid

to the non-executive directors and Board

Chairman for 2020/21and 2019/20 are
detailed in tha table opposite.

Benefits include expense reimbursements

relating to travel, accommodaticn and
subsistence in connection with the
attendance at Board and Committee
meetings during the year, which are
deemed by HMRC to be taxable.

The amounts in the table opposite
include the grossed-up cost of UK tax
paid by the Company on behalf of the
non-executive directors. Non-taxable
expense reimbursements have nct been
inctudedinthe table.

During the year, fees for all non-executive

directors were reviewed. Taking into

account the relevant market data and the

increases for the wider workforce, it was
agreed that the basic non-executive fee
will be increased by 1% to £72,215 with
effect frem 1 July 2021. The Board
Chairman was similarly awarded an

increase of 1% with effect from 1 July 2021

The total aggregate fee for the Board
Chairman will be increased to £618,000.
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Fee levels will be reviewed again during 2022/23 as per the normal annual process.

Basic fees Additional Benefits Total
£000 fees £000 £000
£000
Director Year
Archie Norman 2020/21 71 541 5 617
2019/20 71 538 19 628
Andy Halford 2020/21 71 31 0 102
2018/20 71 31 0 102
Alison Brittain 2020/21 18 0 0 18
(to 3.July 2020) 2019720 71 0 0 7]
Andrew Fisher 2020/21 71 16 0 87
2019/20 71 15 2 88
Katie Bickerstaffe 2020/21 6 0 0 6
{to 27 April 2020) 2019/20 71 0 3 74
Pip McCrostie 2020/21 71 0 0 n
{to 24 March 2021) 2019/20 71 0 0 71
JustinKing 2020/21 71 0 1 72
2019/20 71 0 0 71
Tamara Ingram 2020/21 60 5 0 65
{from 1 June 2020) 2019/20 0 0 0 0
Sapna Sood 2020/21 60 0 0 60
{from 1 June 2020} 2019/20 0 0 0 o
Evelyn Bourke 2020/21 12 0 0 12
{from1February 2021)  z9/20 0 0 0 5




NON-EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

FIGURE 27: NON-EXECUTIVE DIRECTORS’ SHAREHOLDINGS (AUDITED}

The non-executive directors are not Changes in the current non-executive Number of Number of
permitted to participate in any of the directors’interests in shares in the ZZZrtefAhglrﬂ :::tr;z'ﬁé:
Company's incentive arrangements, Company and its subsidiaries between the  Director 2021 2021
All non-executive dfrectors are required end of the financial year and 25 May 2021 Archie Norman 148,600 Nochange
to build and maintain a shareholding (or upon their date of retiring from the Andy Halford 25200 Nochange
of at least 2,000 shares in the Company Board) are shown in the table opposite. T T
Lpen joining Mas. Alison Br{ttam 815 Nochange
) ) AndrewFisher 4,243  Neochange
The table opposite details the Katie Bickerstaffe 24,800 Nochange
shareholding of the non-executive - -
directors who served on the Board guring Pip McCrostie 7,200 Nochange
the year as at 3 April 2021 {or upon their Justin King 64,000 Nochange
date of retiring from the Board), including Tamara Ingram 0 2,000
these held by connected persons. Sapna Sood 2,000 Ncchange
Evelyn Bourke 50,000 Nochange
Fiona Dawson 0 12,352
FIGURE 28: NON-EXECUTIVE DIRECTORS' AGREEMENTS FOR SERVICE
Non-executive direCtors have an Director Date of appointment Notice period
agreement for service for an initial Archie Norman /0972017 6 months/6 months
threg-year term \_nhich can be terminated Andy Halford Q1/01/2013 3 months/3 months w
oy Sétg(esr‘xpfnr;z giving three months ) Andrew Fisher 01/12/2015 3months/3 months z
i JustinKing 01/01/2019 3 months/3 months =
The table cpposite sets out these terms Tamara Ingram 01/06/2020 3 months/3 months %
forall current members of the Board. Sapna Sood 01/06/202C 3 months/2 months ©
Evelyn Bourke 01/02/2021 3 months/3 months
Fiona Dawson 25/05/2021 3Imonths/3 months
NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2020/21
DIRECTORS APPOINTED TO THE BOARD  Fiona Dawson joined the Boardas a ROLE CHANGES WITHIN THE BOARD
Evelyn Bourke joined the Board as a nen-executive director on 25 May 2021, Katie Bickerstaffe stepped down from
non-executive director on 1 February 2021, Fionareceives the standard annual the Board at the AGM on 3 July 2020 she
Evelyn receives the standard annuat non-executive director fee of £71,500 started in her role of Chief Strategy and
non-executive director fee of £71,500 g';‘ﬁ{eazfj‘;% ;icE?SQZE:r:E;f;?’i;:Om Transformation Director on 27 April 202G,
gljﬁ[jazg;% ;zgﬁfgzlifr;fg;fgﬁﬂzom Non:’ination Committee. ?Lli!EEBCc'I,'ggg RETIRING FROM

Nomination and Audit Committee. .
Pip McCrostie retired as a non-executive

director and stepped down from the
Board on 24 March 2021. As is required
from a reporting perspective, we can
confirm that there were no payments
made for loss of office to Pip.
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REMUNERATION REPORT CONTINUED

REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

During the year, the Remuneration Committee reviewed the Terms of Reference ensuring that they reflected the government’s
latest recommendations and the revised principles of the Remuneration Policy, as set out in the UK Corparate Covernance Code
2018.In particular the Committee, inits support of the Nomination Committee, expanded its remit to specifically discuss the talent
2nd succession in the senior leadership group and associated pay arrangements. The Terms of Reference can be found onthe
Company's website at corporate.marksandspencer.com/investors/corporate-governance/governance-framework

KEY RESPONSIBILITIES

The role of the Committee continues o have a
strong focus on ensuring an appropriate
alignment between the remuneration of
executive directors, the Execulive Commitiee
and that of colleagues across M&S, ensuring
that the senior remuneration framework s
strategicatly atigned with the business but
that it also attracts and recognises the talent
required to drive transformation and cultural
change within M&S The responsibilities are
broadly as follows:

- Setting remuneration policy and practlices
that are designed to support strategy and
promote the leng-term success of M&S
while following the below principles:

Clarity - remuneration arrangements
are transparent and promote effective
engagement with shareholders and

the workforce

Simplicity - remuneration structures are
uncomplicaled, and ther rationale and
operation are easy Lo understand

Risk - ensure that reputational and other
risks from excessive rewards, and

behavioural risks that can arise from
target-basedincentive plans,
are identified and mitigated.

Predictability - the range of possible
values of rewards to executive directers
areidentified and explained at the time
of approving the policy.

Proportionality - the link between
individual awards, the delivery of
strategy and the long-term performance
of the Company is clear Qutcomes
should not reward poor performance.

Alignment with culture - incentive
schemes that drive behaviours
consistent with M&S’s purpose, values
and strategy.

- Determining Lhe terms of employment and
rermuneration for the executive directors
and the Executive Committee, including
recruitment and termination arrangements

- Considering the appropriateness of the
senior remuneration framework and
exercising independent judgement and

REMUNERATION COMMITTEE AGENDA FOR 2020/21

discretion when authorising remuneration
outcomes, taking account of Company and
individual performance, and the context of
the wider workforce,

Noting the tolal pay budgets including salary,
bonus and share scheme allocations across
all of M&S together with the principles of
allocation to ensure appropriate consistency
with the senior pay frameworks

Approving the design, targets and total
payments for all performance-related pay
schemes operated by M&S, seeking
shareholder approval where necessary.

Assessing the appropriateness and
subsequent achievement of performance
targets relating to any share-based
incentive plan for the executive directors
and Executive Committee

Receiving direct feedback from BIG, the
Croup's colleague representative body,
colleague voice surveys and managerment
reporlsto ensure colleague views on Group
culture,including remuneration strategy
and inclusion and diversity are considered.

REGULAR ITEMS

Pay arrangements

- Withinthe terms of Lhe M&S Remuneration
Policy, approval of the remuneraticn
packages for the executive directors, the
Executive Committee, and any termination
payments where applicable.

- Consideration of the appropriateness of
tie senior remuneration framewerk inthe
context of the rest of the organisation and
external governance.

- Noting of the total budgeted salary

expenditure across M&S, ensuring principles
for reward allocation are aligned across M&S

Annual Bonus Scheme

— Review of achievements against 2020/21
performance objectives for executive
directors and the Executive Committee

- Approval of targets for the 2021/22 Annual
Bonus Scheme ensuring that the
performance conditions are transparent,
stretching and rigorously applied

- Approval of the 2021/22 individual
performance objectives for executive
directors and the Executive Committee.

EFFECTIVENESS OF THE
REMUNERATION COMMITTEE

- Noting of the total budgeted expenditure
for the Annual Bonus Scheme across M&S

Long-term incentives

- Approval of 2021 PSP awards for the
executive directors and the Executive
Carmmitltee, following engagement with
key stakeholders

- Approval of thevesting level of the 2018
PSP awards across M&S.

- Regutar review of all iIn-flight performance
share plansagainst targets.

- Consideration of long-term share awards
granted to colleagues below Executive
Committee level

GCovernance and external market

— Review of the M&S Remuneration Policy,
ensuring that it continues to support the
long-term success of M&S and is aligned
with the 2018 UK Corporate Covernance
Code, other external governance and
emerging best practice

- Reviewthe appropriateness of the
senior remuneration framework in the
context of the rest of the organisation
and external governance.

2021/22 ACTION PLAN

Approval of the Directors’ Remuneration
Report for 2020/21 and review of the AGM
voting outcome for the 2019/20 Report.

Review of the Committee’s performance

in 2020/21, including assurance that the
principles of therevised Terms of Reference
and broader remit of the Committee
areembedded

Assessment of the external market
when considering remuneration
arrangements for execulive directors
and the Executive Committee.

Review the effectiveness and transparency
of remuneration reporting.

Noting of direct feedback from the
Business Involvement Group (BIC), M&S's
colleague representative body, to ensure
that all employee views are received and
considered by the Board when making
remuneration and reward decisions

Talent planning
- Noting the performance management

process across the business

- Discussing senior leadershiptalent and

succession planning

The Committee’s performance was reviewed
as part of the 2020/21 externally facilitat ed
Board Evaluation. The review found that the
Cemmittee functions effectively and ensures
asound independent review of remuneration
policies across the business
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- Approvethe 2021 PSPtargets ensuring

appropriate alignment between driving
exceptional performance and motivating
and retaining top talent

— Review and discuss the link between ESC,

executive pay and incentives to ensure
appropriate focus on Plan A goals with
strategic and transformational performance

Continue to review the pay framework for
senior leaders of the business with those in
the wider workforce to ensure a fairness of
principles in line with M&S's values.

Support the work of the Nomination
Committee through the assessment of
seniar leadership talent, succession
planning and associated pay arrangements



REMUNERATION COMMITTEE CONTINUED

FIGURE 29: REMUNERATION COMMITTEE MEETINGS

The table opposite details the
independent non-executive directors
that were members of the Committee
during 2020/21.

COMMITTEE ADVISERS

Member Maximum \N\“mbj %ot
since possible meetings meetings
meetings attended attended

MEMBER
Andrew Fisher 1Qctober 2018 8 8 100%
{Committee Chair)
Archie Norman 3 November 2017 8 100%
Katie Bickerstaffe 10 July 2018 2 2 100%
(to 27 April 2020)
Tamara Ingram 11 September 2020 5 5 100%

In carrying out its responsibilities,

the Committee isindependently
advised by externat advisers.The
Committee was advised by PwC during
the year. PwC is a founding member of the
Remuneration Cansultants Croup and
voluntarily operates under the Code
of Conduct in relation to executive
remungration consulting in the UK.
The code of conduct can be found at
remunerationconsultantsgroup.com

The Committee has not explicitly
considered the independence of the
advice itreceives, althoughitregularly
reftects on the quality and objectivity of
this advice. The Cormmittee is satisfied
that any conflicts are appropriately

managed. PwC was appointed by the
Committee asits independent advisers

in 2014 following a rigorous and
competitive tender process. PwC provides
independent commentary on matters
under consideration by the Committee
and updates on legislative requirements,
best practice and market practice. PwC'’s
fees are typically charged on an hourly
basis with costs for work agreed in
advance. During the year, PwC charged
£54,000 for Remuneration Committee
matters. This 1s based on an agreed fee for
business as usual support with additional
work charged at hourly rates. PwC has
provided tax, consultancy and risk
consulting services to the Groupin the
financial year.

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

The Committee also seeks internal
support from the CEQ, CFC, Generat
Counsel & Company Secretary and the
Head of Executive Reward & Pay
Governance as necessary. Allmay attend
the Committee meetings by invitaticn but
are not present for any discussions that
relate directly to their own remuneration.

The Committee also reviews external
survey and bespoke benchmarking
data, including that published by
Aon Hewitt Limited, KPMG, PwC,

FIT Remuneration Consultants,

Korn Ferry and Willis Towers Watson.

The Committee is committed to ensuring
that executive pay remains competitive,
appropriate and fair in the context of the
externat market, Company performance
and the pay arrangements of the wider
workforce. In collaboration with the
Head of Executive Reward & Pay
Covernance, the Committee gives
colleagues, through colleague
representatives, the opportunity toraise
questions or concerns regarding the

remuneration of the executive directors.
During the year, colleague representatives
were given the opportunity to raise their
views with the Remuneration Committee
via the BIG chair. Details of the directors’
pay arrangements were discussed in the
context of the reward framework for the
rest of the organisation and external
factors; no concerns were raised either
during these discussicns or subsequently.

The Committee is committedto a
continuous, open and transparent
dialogue with shareholders on theissue
of executive remuneration. As described
in the Committee Chair’s letter, dialogue
continued during the year, onthe PSP
proposed measures and weightings.
Shareholders were positive in their
feedback and confirmed that the targets
set aligned with their expectations.

SHAREHOLDER SUPPORT FOR THE REMUNERATION POLICY AND 2019/20 DIRECTORS' REMUNERATION REPORT

At the Annual General Meeting on 3 July
2020, 97.65% of shareholders voted in
Favour of approving the Directors’
Remuneration Report for 2019/20.

In addition, 97.14% of shareholders voted

in favour of the Remuneration Policy.

The Committee believes that this
illustrates the strong level of sharehclder
support for the senigr remuneration
framework. The table below shows full

details of the voting outcomes for the
2019/20 Directors’ Remuneration Report
and Remuneration Policy.

FIGURE 30: VOTING OUTCOMES FOR THE REMUNERATION POLICY AND 2019/20 REMUNERATION REPORT AND
REMUNERATION POLICY AT THE 2020 AGM

Votes for % Votes for Votes against % Voles against Voteswithheld
Remuneration Policy 1,125,697,134 9714% 33187602 2.86% 942,792
2019/20 Remuneration Report 131,776,274 9765% 27,184,460 2.35% 867,638

APPROVED BY THE BOCARD

Andrew Fisher, Chair of the
Remuneration Committee
London, 25 May 2021

This Rermuneration Policy and these remuncration reports nave been prepared ia accordance withthe relevant provision of the Companies Act 2006 and on the basis prescribed
inLhe Large and Medium-sized Comparies and Groups (Accounts and Reports) (Amendment) Reguialions 2013 {"the Regulations™) Where required, data has been audited by

Deioitte and this isindicated appropnratety
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OTHER DISCLOSURES

DIRECTORS’REPORT

Marks and Spencer Group plc (the
“‘Company”)is the holding company of
the Marks & Spencer Group of companies
(the"Group”).

The Directors' Repert for the year ended
3 April 2021 comprises pages 58 to 110 and
pages 210 to 211 of thisreport, together
with the sections of the Annual Report
incorporated by reference. As permitted
by legislation, some of the matters
required to be included in the Directors’
Report have instead been included inthe
Strategic Report on pages 1to 57, as the
Board considers them to be of strategic
importance. Specifically, these are:

- Future business developments
(throughout the Strategic Report).

- Riskmanagement on page 47.

— Details of branches operated by the
Company on pages 9to 23.

- Total global M&S greenhouse gas
emissions 2020/21 cn page 32.

- Information on how the directors
have had regard for the Company's
stakeholders, and the effect of that
regard, on pages 34 to 36.

The Strategic Report and the Directors’
Report together form the Management
Report for the purposes of the Disclosure
Cuidance and Transparency Rules
(DTRY4.1.8R.

Information relating te financial
instruments can be found on pages 164
to 175 and is incarporated by reference.

For information on our approach to
social, environmental and ethical matters,
please see our ESG Committee report on
pages 73 to 76, and refer to our Plan A
website marksandspencer.com/plana.
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Other information to be disclosed inthe
Directors' Report is given in this section.

The Directors' Report fulfils the
reguirements of the corporate
governance statement for the
purposes of DTR 7.2.3R. Further
information is available online at
marksandspencer.com/thecompany.

Both the Strategic Report and the
Directors' Report have been drawn up
and presented inaccordance with, and in
reliance upon, applicable English
company law, and the liabilities of the
directors in connecticn with those reports
shall be subject to the limitations and
restrictions provided by such law

INFORMATION TO BE DISCLOSED

UNDER LR 9.8.4R
Page
Listing Rule Dctal eference
9.8.4R(1}{2) Notapplicable N/A

(-1 (A B}

984R(4) Long-term 85-87,
incentive schemes 90-93
and
97-98

BOARD OF DIRECTORS

The membership of the Board and
bicgraphical details of the directors

are provided on pages 62 and 63. Changes
to the directors during the year and up to

the date of this report are set out cpposite.

Details of directors’beneficialand
non-beneficial interests inthe shares of
the Company are shown on pages 99,100
and 103 Options granted to directors
under the Save As You Earn{SAYE}and
Executive Share Option Schemes are
shown on page 100, Further information
regarding employee share option
schemes is provided in note 13 to the
financial staterments on pages 153 to 155,

Effective date of
departure/

Name Role appo ntrient
Departures

Pip Non-Executive 24 March
McCrostie  Director 2021
Alison Non-Executive 3 July 2020
Brittain Director

Katie Non-Executive 3 July 2020
Bickerstaffe Director

Appointments

Eoin Executive 8 June 2020
Tonge Director

Sapna Non-Executive 1June 2020
Sood Director

Tamara Non-Executive 1June 2020
Ingram Director

Evelyn Non-Executive 1 February
Bourke Directar 2021
Fiona Non-Executive 25 May 2021
Dawson Director

The appointment and replacement of
directersis governed by the Company’s
Articles of Association (the “Articles™),

the UK Corporate Governance Code

(the "Code™), the Companies Act 2006 and
related legislation. The Articles may be
amended by a special resolution of the
shareholders. Subject to the Articles,

the Companies Act 2006 and any
directions given by special resolution,
the business of the Company will be
managed by the Board who may exercise
all the powers of the Company.

The Company may, by ordinary resclution,
declare dividends not exceeding the
amount recommeanded by the Board.
Subject to the Companies Act 2006, the
Beoard may pay interim dividends and also
any fixed rate dividend, whenever the
financial positien of the Company, in the
opinion of the Board, justifies its payment.

The directors may from time to time
appoint one or more directors. The Board
may appoint any person to be a directar
(solong as the total number of directers
does not exceed the limit prescribed in
the Articles). Under the Articles, any such
director shall hold office only until the
next Annual General Meeting (‘ACM™)
where they will stand for annual election.



DIRECTORS' CONFLICTS OF INTEREST

The Company has procedures in place for
rmanaging conflicts of interest. Should a
director become aware that they, or any of
their connected parties, have aninterest
in an existing or proposed transaction
with Marks & Spencer, they should notify
the Board inwriting cr at the next Board
meeting. Internal controls arein place to
ensure that any related party transactions
involving directors, or their connected
parties, are conducted on anarm’s length
basis. Directors have a continuing duty

to update any changes to these conflicts.

DIRECTORS’ INDEMNITIES

The Company maintains directors’ and
officers’ liability insurance which provides
appropriate cover for legal action brought
against its directors. The Company has
also granted indemnities to each of its
directors and the Company Secretary

to the extent permitted by law. Qualifying
third-party indermnity provisions (as
defined by Section 234 of the Companies
Act 2006) were inforce during the year
ended 3 April 2021 and remain in force in
relation to certain losses and liabil ities
which the directors (or Company
Secretary} may incur to third parties in the
course of acting as directors or Company
Secretary or employees of the Company
or of any asscciated cempany. Qualifying
pensicn scheme indemnity provisions (as
defined by Section 235 of the Companies
Act 2006} were in force during the course
of the financial year ended 3 April 2021 for
the benefit of the Trustees of the Marks &
Spencer UK Pension Scheme, both in

the UK and the Republic of Ireland.

PROFIT AND DIVIDENDS

The (loss)/profit for the financial year,
after taxation, amounts to £(194 .4m)

{last year £27.4m). The directors have
declared dividends as foltows:

Ordinary shares fm

No proposed interim dividend

During the financial year, 556 ordinary
shares in the Company wereissued
under the terms of the United Kingdom
Employees’ Save As You Earn Share
Opticn Scheme at a price of 151p.

In addition, during the pericd, ordinary
shares were issued to satisfy employee
share awards at a price of 25p as follows:

Performance Share Plan 861,888
Restricted Share Plan 4,351,339
Deferred Bonus Share Plan 1,240,000

* Thisincludes shares issuedto satisfy the Company's
5% Covid-19 award made to colleagues tor working
through the pandemic

Details of movements in the Company’s

issued share capital can be found in

note 24 to the financial statements

onpage177.

RESTRICTIONS ON TRANSFER
OF SECURITIES

There are no specific restrictions on the
transfer of securities in the Company,
whichis governed by its Articles of
Association and prevailing legislation.
The Company is nct aware of any
agreements between holders of securities
that may result in restrictions onthe
transfer of securities or that may result

in restrictions on voting rights.

VARIATION OF RIGHTS

Subject to applicable statutes, rights
attached to any class of share may be
varied with the written consent of the
holders of at least three-quarters in
nominal value of theissued shares of
that class, or by a special resolution
nassed at a separate general meeting
of the shareholders.

RIGHTS AND OBLIGATIONS
ATTACHING TO SHARES

Subject to the provisions of the
Companies Act 2006, any resolution
passed by the Company under the
Companies Act 2006 and other
shareholders’ rights, shares may be issued
with suchrights and restrictions as the
Company may by ordinary resolution
decide, or (if therg is no such resolution

or so far as it does not make specific
provision}as the Board may decide.

POWERS FOR THE COMPANY ISSUING
OR BUYING BACK ITS OWN SHARES

The Company was authorised by
shareholders at the 2020 ACM to purchase
in the market up to 10% of the Company’s
issued share capital, as permitted under
the Company's Articles. No shares were
bought back under this authority during
the year ended 3 April 2021 and up to the
date of this report.

GOVERNANCE

INTERESTS INVOTING RIGHTS

Information provided to the Company
pursuant to the Financial Conduct
Authority’s (FCA) Disclosure Guidance
and Transparency Rules {DTRs)is
published on a Regulatory Information
Service and on the Company’s website.
As at 3 April 2021, the following
information has been received, in
accordance with DTR 5, from holders of
notifiable interestsin the Company’s
issued share capital.

Theinformation provided below was
correct at the date of notification;
nowever, the date received may not
have beenwithin the current financial
year. It should be noted that these
holdings are likely to have changed
since the Company was notified.
However, notification of any change is
not required until the next notifiable
thresholdis crossed.

% of capitat

{Last year 3 9p per share) - Notifinole interests voting rights disclosed Nature of holding as per disclosure
No proposed final dividend Schroders ple 90,153,730 5549 Indirect interest {5.5647%),
{last year no proposed final CFD (0.001%)
dividend) - Citadel LLC and its group 97,679,549 500052 Equity swap
No dividend proposed for Blackrock, Inc. 112,631,280 574 Indirect interest (5.08%),
2020/21 securities lending (0.43%),
{last year 3 9p per share) - CFD(0.23%)

RWC Asset 104,965,660 538 Indirectinterest
SHARE CAPITAL Management LLP
The Company'sissued ordinary share Norges Bank 78,149,847 3599 Directinterest (3.98%),

capital as at 3 April 2021 comprised a
single class of ordinary share. Each share
carries the right to one vote at general
meetings of the Company.

securities lending {0.1%)

*  Disclosures made prior tothe 2019 nightsissue

** Disclosed an15Septembzer 2020 Afurther disclosure was made on 15 September notifying the Company
that Citadel's holding had decreased below the 5% notifiable threshold, which did nat state the new position
In the period from 3 April 2021 to the date of this report, we received four further
notifications in accordance with DTR 5 from Blackrock Inc., the most recent of
which was on 24 May 2021, disclosing a holding of 107,746,080 ordinary shares
(5.49%, broken down as follows: Indirect 5.01%; Securities lending, 0.39%; and

CFD, 0.09%).
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This standard authority is renewable
annually; the directors will seek to renew
this authority at the 2021 AGM,

The directors were granted authority

at the 2020 AGM to allot relevant
securities up to a nominal amount of
£162,504,984. This authority will apply
until the conclusion of the 2021 AGM At
this year's AGM, depending on the voting
outcome of resolutions 15,16 and 22, which
have the effect of reducing the nominal
value of the Company’s ordinary shares
from £0.25 to £0.Q1, shareholders will be
asked to grant an authernity to allot
relevant securities (i) up to a nominal
amount of (2) £163,043,966 (if resolution 15
is not passed) or (b) £6,521,758.64 (If
resolution 15 is passed) and (i) comprising
eguity securities up to anominal amount
of (a) £326,087,932.25 (if resolution 15 1s not
passed)or (b) £13,043,517.29 (if resolution
15 is passed) {after deducting from such
limit any relevant securities allotted under
(i), In connection with an offer of a rights
issue {the Secticn 55T amcunt), such
Section 551 amount to apply until the
conclusion of the ACM to be held in 2022
or, if earlier,on 1 October 2022.

A special resclution will also be proposed
to renew the directors powers to make
non pre-emptive issues for cash in
connectionwith nghtsissuesand
otherwise up to a nominal amount of

(i) £24,456,595 (if resclution 15 is not
passed}or (i) £978,263 80 (if resolution 15
is passed). In addition, this year a separate
special resolution will be proposed, in line
with institutional shareholder guidelines,
to authorise the directors to make
non-pre-emptive issues for cashin
connection with acquisitions/specified
capital investments, up to a further
nominal amount of {i) £24,456,595

(if resolution 15 is not passed) or {ii}
£978,263 .80 (if resolution 15 is passed).

A special resolution will also be proposed
torenew the directors authority to
repurchase the Company's ordinary
sharesin the market. The authority will
be limited to a maximum of 195,652,759
cordinary shares and sets the minimum
and maximum prices which will be paid.
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OTHER DISCLOSURES CONTINUED

DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are exercisable at a general meeting
ofthe Company in respect of which

the business being voted upen is being
heard. Votes may be exercised in person,
by proxy or, in relation to corporate
members, by corporate representatives.
The Articles provide a deadline for
submission of proxy forms of not less than
48 hours before the time appointed for
the helding of the rmeeting or adjourned
meeting. However, when calculating the
48-hour period, the directors can, and
have, decided not to take account of any
part of a day that is not a working day.

SIGNIFICANT AGREEMENTS -
CHANGE OF CONTROL

There are a number of agreements to
which the Company is party that take
eftect, alter or terminate upon a change
of control of the Company following a
takeover bid. Details of the significant
agreements of this kind are as follows:

- The $300m US Notes issued by the
Company to varicus institutionson 6
December 2007 under Section 1442 of
the US Securities Act contain an option
such that, upon a change of control
event, combined with a credit ratings
downgrade to below sub-investment
level, any holder of such a US Note may
require the Company to prepay the
principal amount of that US Nate

-~ The amended and restated £1.1bn
Credit Agreement dated 16 March 2016
{originally dated 29 September 2011}
between the Company and various
banks contzins a provision such that,
upon a change of control event, unless
new terms are agreed within 60 days,
the facility under this agreement will
be cancelled with all outstanding
amounts becoming immediately
payable with interest.

- The amended and restated Relationship
Agreement dated 6 October 2014
{originally dated 9 November 2004 as
amended on 1 March 2005}, between
HSBC and the Company and relating to
M&S Bank, contains certain provisions
which address a change of control of
the Company. Upon a change of control,
the existing rights and obligations of
the parties in respect of M&S Bank
continue and HSBC gains certain limited
additional rights in respect of existing
customers of the new controller of
the Company Where a third-party
arrangement s in place for the supply of
financial services products to existing
customers of the new controller, the
Company is required to procure the
termination of such arrangement as
s00n as practicable {while not being
required to do anything that would
breach such a third-party arrangement).

- Where a third-party arrangement is
so terminated, or does not exist, HSBC
has the exclusive right to negotiate
proposed terms for the offer and sale,
of financial services products to the
existing custormers of the new controller
by HSBC on an exclusive basis.

- Where the Company undertakes a
re-branding exercise with the new
controller following a change of control
(which includes using any M&Sbrand in
respect of the new controller's business
or vice versa), HSBC may, depending on
the nature of the re-branding exercise,
have the right (exercisable at HSBC's
election) to terminate the Relationship
Agreement. The Company does not
have agreements with any director
or employee that would provide
compensation for loss of office or
employment resutting from a takeover
except that provisions of the Company’s
share schemes and plans may cause
options and awards granted to
employees under such schemes
and plans to vest on a takeover.

COLLEAGUE INVOLVEMENT

We remain committed to colleague
involvement throughaout the business.
Colleagues are kept wellinfecrmed

of the perforrmance and strategy of
the Group. Examptes of colleague
nvolvement and engagement, and
inforrmation on our approach to our
workforce, are highlighted throughout
this Annual Report and specifically on
pages 26t0 29,34 to36and 66 to £9.

Share schemes are a long-established and
successful part of colleagues’ total reward
packages, encouraging and supporting
employee share ownership. The Company
operates both an all-employee Save As
You Earn Scheme and Share Incentive
Plan. As at 3 April 2021,15,738 colieagues
were participating in ShareSave, the
Company's Save As You Earn Scheme.
Full details of all schemes are given on
pages 153 to 155,

There are websites for both pension
schemes -the defined contribution
scheme (Your M&S UK Pension Saving
Pian} and the defined benefit scherne
{the Marks & Spencer UK Pension Scheme)
-which are fully accessible to employees
and former employees who have retained
benefits in either scheme, Employees are
updated as needed with any pertinent
information on their pension savings,




EQUAL OPPORTUNITIES

RESEARCH & DEVELOPMENT

GOING CONCERN

The Group is committed to an active
inclusion, diversity and equal
opportunities policy: from recruitment
and selection, through training and
development, performance reviews
and promotion, to retirement.

The Coempany's policy is to premote an
environment free from discrimination,
harassment and victimisation, where
everyone will receive equal treatment
regardless of gender, colour, ethnicor
national origin, health condition, age,
marital or civil partner status, sexual
orientation, gender identity or faith.

All decisions relating to employment
practices will be objective, free from
bias and based solely upon work criteria
and individual merit. The Company is
responsive to the needs of its employees,
customers and the community at large.

M&Sis an organisation which uses
everyone's talents and abilities and

where inclusion and diversity are valued.
M&S has a business-wide inclusion and
diversity strategy, which is led by the
Inclusion Activation Group and chaired by
amember of the Executive Committee.
Qur seven employee-led diversity
networks are supported by a central
Inclusion and Diversity team, who work to
embed a culture of inclusicn across the
organisation. In 2017, our inclusion and
diversity targets were agreed as: aiming te
have 50% fermnale representation and 15%
ethnic minority representation on the
M&S senior management team by 2022

Further information on our inclusion and
diversity initiatives can be found on pages
27 tc 29, and page 65.

EMPLOYEES WITH DISABILITIES

The Company is clear in its policy that
people with health conditions, both
visible and non-visible, should have

full and fair consideration for all vacancies.

M&S has continued to demonstrate

its commitment to interviewing those
applicants with disabilities who fulfil

the minimum criteria, and endeavouring
toretain employees in the workforce

if they become disabled during
employment. M&S will actively retrain and
adjust employees’ environments where
possible to allow them to maximise their
potential and will continue to work

with external organisations to provide
workplace opportunities through our
innovative Marks & Start scheme, working
closely with The Prince’s Trust and
Jobcentre Plus, most recently via the
Kickstart programme.

Research and innovation remain key to
our Food offer and the development of
improved product and fakric in Clothing &
Home. Further informationis providedin
the Plan A Report, available online.

GROCERIES SUPPLY CODE
OF PRACTICE

The Groceries (Supply Chain Practices)
Market Investigation Order 2009 {the
“Crder”) and The Groceries Suppty Code
of Practice (the *Code”) impose obligations
on M&S reyerding its relationships with its
suppliers of groceries. Under the Order
and Code, M&S is reguired to submit an
annual compliance report to the Audit
Committee for approvaland then to the
Competition and Markets Authority and
Groceries Code Adjudicator ("GCA™).

M&S submitted its report, covering the
period from 29 March 2020 to 3 April 2021
to the Audit Committee on 12 May 2021,

It was approved on 20 May 2021.

In accordance with the Order, a summary
of that compliance report is set out below.

M&S believes that it has materially
complied with the Code and the Order
during the relevant period. No formal
disputes under the Code have arisen
during the reporting period. There have
been four instances during the reporting
period inwhich suppliers have either
alleged a breach or made areference to
potential non-compliance with the Code.
M&S has worked with the suppliers to
address the issues raised and three of
them have beenresolved or closed. One
additional Codereferencemade by a
supplier before 29 March 2020 was also
resotved during the reporting period.

A detailed summary of the compliance
report is available on our website.

POLITICAL DONATIONS

The Company did not make any political
donations or incur any political
expenditure during the year ended

3 April 2021. M&S has a policy of

not making donations to political
organisations or independent election
candidates or incurring political
expenditure anywhere in the world

as defined in the Political Parties,
Elections and Referendums Act 2000.

Inadopting the going concern basis for
preparing the financial statements, the
directors have considered the business
activities as set out on pages 10 to 25
aswell as the Group's principal risks and
uncertainties as set out on pages 48

to 56, including the downside sensitivities
outlined an page 57.

Based on the Group's cash flow forecasts
and prajecticns, the Board is satisfied
that the Croup will be able to operate
within the level of its facilities for the
foreseeable future. For this reason, the
Board considers it appropriate for the
Croup to adopt the going concern basis
in preparing its financial statements.

° See note 20 to the financial statements
for more information on our facilities.

LONG-TERM VIABILITY STATEMENT

The directors have assessed the prospects
of the Company over a three-year period
to March 2024. This has taken into account
the business model, strategic aims,

risk appetite, and principal risks and
uncertainties, along with the Company's
current financial pesition. Based on

this assessment, the directors have a
reasonable expectation that the Cormpany
will be able to continue in operaticn and
meet its liabilities as they fall due over

the three-year period under review.

GOVERNANCE

° See ourapproach to assessing long-term
viability on page 57.

AUDITOR

Resolutions to reappoint Deloitte LLP as
auditor of the Company and to autherise
the Audit Committes tc determine its
remuneration will be proposed at the
2021 AGM.

ANNUAL GENERAL MEETING

The AGM of Marks and Spencer Group
plc will be broadcast online from

M&S* Waterside House support centre
on 6 July 2021 at 1lam. Shareholders

are advised not to travel to the venue on
the day. The Notice of Meeting is given,
together with explanatory notes and
guidance on how to access the meeting
and vote electronically, on pages 196

to 209.
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DIRECTORS’ RESPONSIBILITIES

The Board is of the view that the Annual
Report should be truly representative of
the year and provide shareholders with
the information necessary to assess the
Group's position, performance, business
model and strategy.

The Board requested that the Audit
Committee review the Annual Reportand
provide its opinion on whether the report
is fair, balanced and understandable. The
Audit Committee’s opinion is on page 79.

The directors are also responsible

for preparing the Annual Report, the
Remuneratien Report and Policy and

the financial statements in accordance
with applicable law and regulations.
Company law requires the directors

to prepare financial staterments for

each financial year. Under that law the
directers are required to prepare the
group financial statements in accordance
with international accounting standards in
conformity with the requirements of the
Companies Act 2006 and Internaticnal
Financial Reporting Standards adopted
pursuant te Regulation {(EC) No 1606/2002
asit applies in the Eurcpean Unian. Under
company law, the directors must not
approve the financial statements unless
they are satisfied that they give a true
and fair view of the state of affairs of the
Group and the Company and of the profit
or loss of the Group and the Company
far that period.

In preparing these financial statements,
the directors are required to:

- Select suitable accounting policies
and then apply them consistently.

- Make judgements and accounting
estimates that are reasonable
and prudent.

— State whether applicable JFRS
(as adopted by the EU) have been
followed, subject to any material
departures disclosed and explained
in the financial staterments.

- Prepare the financial statements
on a going concern basis unlessitis
inappropriate to presume that the
Company will continue in business.
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OTHER DISCLOSURES CONTINUED

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the
company's transactions and disclose with
reasonable accuracy at any time the
financial position of the company and
enable them to ensure that the financial
statements comply with the Companies
Act 2006. They are also responsible for
safeguarding the assets of the company
and hence for taking reasonable steps for
the prevention and detection of fraud
and other irregularities. They are also
responsible for safeguarding the assets of
the Croup and the Company and hence
for taking reasonable steps for the
prevention and detection of fraud and
other irregularities.

The directors are responsible for the
rnaintenance and integrity of the
Company’s website. Legislation in

the UK governing the preparation

and dissemination of financial statements
may differ from tegislation in

other jurisdictions.

Each of the current directors, whose
names and functions are listed on pages
62 and 63, confirms that, to the best

of their knowledge:

- The Group financial statements.
prepared in accordance with the
applicable set of accounting standards,
give a true and fair view of the assets,
lighitities, financial position and profit
or loss of the Company and the
undertakings included inthe
consolidationtaken as a whole.

- The Management Report includes a
fair review of the development and
performance of the business and
the position of the Company and
the undertakings included in the
consoclidation taken as a whole, together
with a description of the principal risks
and uncertainties that they face.

~ The Annual Report, taken as a whole,
is fair, balanced and understandable,
and provides the necessary information
for shareholders to assess the Group's
position, performance, business model
and strategy.

DISCLOSURE OF INFORMATION
TO AUDITOR

Each of the persons who are directars at
the time when this Directors Report is
approved confirms that, sa far as he/she
is aware, there is no relevant audit
information of which the Company's
auditoris unaware and that he/she has
taken all the steps that he/she cught

to have taken as a director to make
hirnself/ herself aware of any relevant
audit information and to establish that
the Cornpany's auditor is aware of

that information.

The Directors’ Reportwas approved by a
duly authorised committee of the Board
of Directors on 25 May 2021 and signed
on its behalf by

A

Nick Folland, General Counsel
and Company Secretary

Lendon, 25 May 2021



INDEPENDENT
AUDITOR’S REPORT

TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC

Report onthe audit of the financial statements

1. OPINION

In our opinion:

- the financial statements of Marks and
Spencer Group plc (the ‘Company’}
and its subsidiaries (the ‘CGroup’) give
a true and fair view of the state of the
Group’s and of the Company’s affairs
asat 3 April 2021 and of the Group's
loss for 53 weeks then ended;

- the Group financial statements have
been properly prepared in accordance
with international accounting
standards in conformity with the
requirements of the Companies Act
2006 and International Financial
Reporting Standards (‘IFRSs’) as
adopted by the European Union;

- the Company financial statements
have been properly prepared in
accordance with international
accounting standards in conformity
with the requirements of the
Companies Act 2006; and

- the financial statements have been
prepared in accordance with the
requirements of the Companies
Act 2006.

We have audited the financial statements
which comprise:

- the Consolidated Income Statement;

- the Consolidated Statement of
Comprehensive Income,

- the Consolidated and Company
Statement of Financial Pasition,

- the Consolidated and Company
Statements of Changes in Equity;

— the Consolidated and Company
Statement of Cash Flows; and

— therelated notes 1to 31 and C1 to C7.

2.BASIS FOR OPINION

The financial reporting framework that
has been appliedin the preparation of the
Croup financial statements is applicable
law and international accounting
standards in conformity with the
requirements of the Companies Act 2006
and IFRSs as adopted by the European
Union. The financial reporting framewaork
that has been applied in the preparation
of the Company financial statements

is applicable law and international
accounting standards in conformity

with the requirements of the Companies
Act 2006

GOVERNANCE

We conducted our audit in accordance
with International Standards on Auditing
(UK)('ISAs (UKY) and applicable law. Our
responsibilities under those standards
are further described in the auditor’s
responsibilities for the audit of the
financial statements section of
ourreport.

We are independent of the Group and the
Company in accordance with the ethical
requirements that are relevant toour
audit of the financial statementsin the
UK, including the Financial Reparting
Council's (the 'FRC’s") Ethical Standard as
appliedto listed public interest entities,
and we have fulfilled our other ethical
responsibilities in accordance with these
requirements. The non-audit services

provided to the Group and Company for
the pericd are disclosed in note 4 to the
Croup financial staternents. We confirm
that the non-audit services prohibited
by the FRC's Ethical Standard were not
provided to the Group or the Company.

We believe that the audit evidence
we have obtained is sufficientand
appropriate to provide a basis for
our opinion.
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INDEPENDENT AUDITOR’S REPORT CCONTINUED

3. SUMMARY OF OUR AUDIT APPRCACH

KEY AUDIT MATTERS

MATERIALITY

The key audit matters that we identified
inthe current period were:

- accounting far the UK stare estate
programme;

— impairment of UK store assets;
- imparment of per una goodwill;

- inventory provisions for UK Clothing
&Home,

- disclosure of adjusting items as part
of atternative performance measures;
and

- the going concern basis of accounting.

Within this report, key audit matters are
identified as follows:

Increased level of risk
Similar level of risk

Decreased levet of risk

The materiality that we used for the
Group financial statements was £16.0m
(2020: £18.0m) which was determined on
the basis of considering a number of
different metrics used by investors and
other readers of the financiat statements.
These included:

- adjusted profit before tax;

- earmngs beforenterest, tax,
depreciation and amortisation; and

- revente,

SCOPING

We have performed a full-scope audit

on the UK compcnent of the business,
representing 86% (2020:95%) of the
Group's revenue, 95% (2020; 93%) of
adjusted profit before tax, 93% (2020:92%
of profit before tax) of loss before tax,
80% (2020 82%) of total assets and 88%
(2020:90%) of total liabilities, We perferm
analytical review procedures on the
residual balances.

SIGNIFICANT CHANGES IN
QUR APPROACH

We have determined that the recognition
of lease balances under IFRS 16 Leases
and the accounting for the Ocado Retail
Limited transaction are no longer key
audit matters in the current period.
These changes are discussed further
insecticn 5.

4. CONCLUSIONS RELATING TO GOING CONCERN

Inauditing the financial statements,

we have concluded that the directors use
of the going concern basis of accounting
in the preparation of the financial
staternents is appropriate.

Our evaluation of the directors’

assessment of the Group’s and Company’s

ability to continue to adopt the going
concern basis of accounting is discussed
insection5.6.

Based on the work we have performed,

we have not identified any material
uncertainties relating to events or
conditions that, individually or collectively,
may cast significant doubt on the Group's
and Company's ability to continue as a
going concern for a period of at least
twelve months from when the financial
statements are authorised forissue.

In relation to the reporting on how the
Croup has applied the UK Corporate

5.KEY AUDIT MATTERS

Governance Code, we have nothing
material to add or draw attentiontoin
relation to the directors’ statement in
the financial statements about whether
the directors considered it appropriate
to adopt the going concern pasis of
accounting.

Qur responsibilities and the
responsibilities of the directors with
respect to going concern are described
inthe relevant sections of this report.

Key audit matters are those matters that,
in our professional judgement, were of
maost significance in our audit of the
financial statements of the current period
and include the most significant assessed
risks of material misstatement (whether
or not due to fraud) that we identified
These matters included those which had
the greatest effect on: the overall audit
strategy, the allocation of resourcesin
the audit; and directing the efforts of

the engagement team.

These matters were addressed inthe
context of our audit of the financial
statements as a whole, and in forming our
cpinion thereon, and we do not provide a
separate opinion on these matters.

112 Marksand Spencer Group plc

Changes in the current period relative to
prior perieds are as follows:

- We have not identified the recognition
of lease balances under IFRS 16 Leases
as a key audit matter in the current
period. The adoption of IFRS 16 in the
prior period was significant for the
CGroup as leased stores form a
significant proportion of the estate
and the application and judgements
madein transitioning to IFRS 16 were
significant Thisis the second period
inwhich IFRS 16 is applied and the level
of complexity and judgement required
has reduced, accordingly we have not
identified this as a key audit matter,

~ We have nat identified the accounting
for the Ocado Retail Limited ("ORL")
transaction as a key audit matterinthe
current period. The ORL transaction
completed in the prior period and
accordingly there (s a reduced audit
effort required and a number of
Jjudgments and estimates, such as
the initial assessment of control and
the identification and valuation of
intangible assets, no longer apply.



5.1 ACCOUNTING FOR THE UK STORE ESTATE PROGRAMME

KEY AUDIT MATTER PESCRIPTION

In February 2018, the Board approved a
list of stores marked for closure as part of
its UK store estate pregramme. The total
charge recognised in connection with this
closure programme in previous periods
was £562.3 mitlion. A further net charge
of £95.3 million has been recognisedin
the current period as a result of:

— accelerating rotation of the store
estate, with an increase in the number
of stores assessed as probable for
closure and the adeguacy of estimates
made in light of known developments
in the exit strategy, including current

trading performance, negotiations with
landlords and changes in the retail
property market;

depreciation of store assets where
previously identified for closure as they
approach their planned closure dates;
and

accelerated depreciation and
impairment of buildings and fixtures
and fittings in respect of additional
stores added to the programme.

HOW THE SCOPE OF CUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Further informationis setoutinnotes
and 5 to the financial statements and
page 24 of the strategic report.

Qur key audit matter was focused on the
specificassumptions applied in the
discounted cash flow analysis prepared
by management including the discount
rate, expected sublet income, sublet
lease incentives, void periods, freehold
sales proceeds and store closure costs.

The Audit Committee considers thisto be
a sigrificant matter. Their consideration is
con page 80.

In responding to the identified key audit matter we completed the following audit

procedures:

- obtained an understanding of relevant
controls relating to the review and
approval of the Group’s UK store exit
model;

- performed enguiries of management
and inspected the latest strategic
plans, Beard and relevant sub-
committee minutes of meetings;

- understood and challenged the basis
of management’s judgement where
stores previousty marked for closure
are ne longer expected to close and
additional stores have been identified
forclosure;

- with the involverment of our internal
real estate specialists, we evaluated the
appropriateness of management’s
judgements for a representative
sample of properties and
benchmarked with reference to
externaldata;

assessed the mechanical accuracy of
discounted cash flow models and other
key provision calculations,

assessed theintegrity of key inputs

to the discounted cash flow models
including the discount rate, expected
sublet income, sublet lease incentives,
void periods, freehold sales proceeds
and store closure costs with reference
to supporting evidence;

recalculated the closing provision for
a representative sample of stores;

evaluated the accuracy and
completeness of provisions recorded
intight of the status of the Group’s
UK store rationalisation plan; and

assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

We are satisfied that the Group’s estimate
of the impairments and store exit charges
and the asscciated disclosures are
appropriate.

GOVERNANCE
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDITMATTERS CONTINUED

5.2 IMPAIRMENT OF UK STORE ASSETS

KEY AUDIT MATTER DESCRIPTION

As at 3 April 2021 the CGroup held £3,594.0
million (2020: £3,926.0 million) of UK
store assets in respect of stores not
considered for closure within the UK store
estate programme. In accordance with
IAS 36 Impairment of Assets, the Croup
has undertaken an annual assessment of
indicators of impairment. Animpairment
charge of £66.4 million (2020: £69.3
million) and the reversal of previously
recognised impairment charges of £64.5
million for the UK store assets have been
recognised within adjusting iterms as set
outin notes 5and 15 to the financial
statements.

As described in note 15 to the financial
statements, the Croup has estimated the
recoverable amount of store assets
based on their value in use, derived from
a discounted cash flow model prepared

by management. The model relies on
certain assumptions and estimates of
future trading performance,
incorporating committed strategic
changes to the UK Clothing & Home and
Food businesses and the performance of
new stores operating within thewr shelter
period (which takes into account the time
new stores take to establish themselves
in the market), alt of which involve a high
degree of estimation uncertainty (as
disclosed in note 1 and note 15). The level
of risk related to the impairment of UK
store assets has decreased relative to the
prior period as a result of some reduction
inthe level of uncertainty in forecasting
future cash flows.

The key assumptions applied by
management in the impairment reviews
performed are:

HCW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

- futurerevenue growth and changes in
gross margin;

- long term growth rates; and
- discount rates.

The Croup considers that each retail
store constitutes its own cash generating
unit (CCUY and 1s assessed for
impairment separately, with the
exception of the cutlet stores which are
used to clear aged seasonal Clothing &
Home inventory at a discount. The outlet
stores are considered to be a single group
of assets for the purpose of impairment
testing.

The Audit Committee considers this to be
a significant matter. Their considerationis
on page 80.

inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating to the impairment
review proceass,

— evaluated and challenged
management’s range of impairment
indicators with due consideration given
to the profitability impact of
committed strategic changes to the UK
Clothing & Home and Food businesses
and the performance of new stores;

- assessed the mechanical accuracy of
the impairment madels and the
methodolegy applied by management
for consistency with the requirements
GFIAS 36;

- assessed the appropriateness of
forecastrevenue and gross margin
growth rates through comparison with
external economic benchrarking data
and with reference to historical
forecasting accuracy,
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- assessed the appropriateness of the
discount rates applied with the
involvement cf ourinternal valuations
specialists and compared the rates
applied with our internal
benchmarking data,

evaluated the appropriateness and
completeness of information included
in the impairment model based on our
curnulative knowledge of the business
drivent by our review of trading plans,
strategic initiatives, minutes of
property and investment committee
meetings, and meetings with regional
store managers and senior trading
managers from key product
categories, tagether with our wider
retailindustry knowledge; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with [FRS,

Key observations

We are satisfied that the jJudgements
applied, impairments and impairment
reversals recorded and disclosures within
the financizl statements are appropriate.



KEY AUDIT MATTERS CONTINUED

5.3 IMPAIRMENT OF PER UNA GOODWILL

KEY AUDIT MATTER DESCRIPTION

As at 3 April 2021 the Group held £16.5
million (2020: £56.1 millicn) of geodwill
associated with per una. The Group s
reguired to assess the gcodwill and
intangible assets annually for impairment.
in accordance with I1AS 36. These
reprasent a key source of estimation
uncertainty as disclosed in note 1, and
management has provided sensiltivilies
innote 14.

The test forimpairment of intangible
assets compares the carrying value of
related assets to the higher of their fair
value or value-in-use (a ‘recoverable

amount’) using an impairment model.
Developing a recoverable amount
requires significant management
judgement; the key judgements applied
by management in the development of
its impairment model are:

- the revenue and grass margin growth
rates,

- longer term growth forecasts, and
- the disccunt rate used.

Following the completion of the
impairment review, management has

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

recognised an impairment charge of
£39.6 million (2020: £13.4 million)in
relation to the per una goodwill.

We consider this to represent a key audit
matter reflecting the sensitivity of the
recoverable amount calculation to
changes inthese key assumptions.

Refer to nota 14 of the financial
statements.

The Audit Committee considers this to be
asignificant matter. Their consideration is
on page 80.

Inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls relating to the review and
approval of the impairment review;

- assessed the appropriateness of
forecast revenue and gross margin
growth rates through comparison with
external economic benchmarking data
to determine if it provided
corrcborative or contradictory
evidence inrelation to management’s
assumptions, and with reference te
historical forecasting accuracy;

- assessed the mechanical accuracy of
the impairment models and the
methodology applied by management
for consistency with the reguirements
of 1AS 36;

- assessed the appropriateness of the
discount rates applied with the
involverment of our internal valuations
specialists and compared the rates
applied with our internal
benchmarking data;

- evaluated other material assumptions
applied to the cash flow forecasts with
reference to the macro-economic and
industry environment; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations

\We are satisfied that the assumptions
used by management in determining
their valuation and the disclosure made
are appropriate.

COVERNANCE
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INDEPENDENT AUDITOR’S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.4 INVENTORY PROVISIONS FOR UK CLOTHING & HOME

KEY AUDIT MATTER DESCRIPTION

Asat 3 April 2021, the Group held UK
Clothing & Home inventories of £430.6
roillion (2020: £355.4 million), inclusive
of a provision of £78.2 million {2020:
£184.3 million)

In 2020 the Group recognised an
inventory write-down of £157.0 million
{of which £145.3 million related to UK
Clothing & Home inventory) which was
included within the Group’s directly
attributable gains/(expenses) resulting
from the Covid-19 pandemic adjusting
item.

In 2021 a net reversal of the inventory
impairment of £30.8 million (£101.6
rmillion relating to UK Clothing & Home
inventory) has been recorded within the
same adjusting item as disclosed in
note 5.

Asdescribed in the Accounting Policies
innote 1to the financial statements,
inventories are carried at the lower of
cost and netrealisable value. As aresult,
Judgermentis applied in determining

the appropriate provisions required

for obsolete inventory and inventory
expecied to be sold below cost based
upon a detailed analysis of old season
inventory and forecast net realisable
value based upon plans for inventory to
go into sale. We consider the assessment
of inventory provisions within UK
Clothing & Home to require the maost
Judgement due to histerical trading
performance and the guantum of gross
inventory.

HOW THE SCOPE OF CUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Whilst it remains a significant judgement,
the level of risk associated with inventory
provision has reduced in the period as a
result of a reduction inthe uncertainty
associated with forecasting future sales.

Management has determined the level
of provision with reference to forecast
future sales and purchases, utilising
available data from the past period on
the saleability of stock in the current
environment. Management has
described its methodology for the
calculation of the inventory provision
mnotesland5b

The Audit Committee considers thisto be
a significant matter. Their consideration is
on page 80.

In responding to the identified key audit matter we cormnpleted the following audit procedures:

- obtained an understanding of relevant
controls relating to inventory
management and the review and
approval of the inventary provision;

- assessed the validity, accuracy and
completeness of the Information used
by management in computing the
provision,

— assessed the mechanical accuracy and
logic of the models underpinning the
pravision;

- understocd the changesinthe
provisioning methodology and
challenged the appropriateness
thereof;
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- challenged and validated the key
assumptions applied by management
inestimating the provision, by
performing enquiries of buyers and
merchandisers, considering the current
purchasing strategy and ranging plans,
assessed the historical accuracy of
forecasting stock to be subject toa
future discount;

- tested the accuracy of the process
used by management to identify
potentially impaired inveniory across
arepresentative sample of individual
preduct lines; and

- assessed the completeness and
accuracy of disclosures within the
financial statements in accordance
with IFRS.

Key observations ‘

We are satisfied with the judgements
taken by management and that the
resulting inventory provision for UK
Clothing & Home is appropriate. We
believe the disclosures made around the
level of uncertainty appropriately reflect
reasonably possible future changes to
rmanagement’s estimates.



KEY AUDIT MATTERS CONTINUED

5.5 DISCLOSURE OF ADJUSTINGITEMS AS PART OF ALTERNATIVE PERFORMANCE MEASURES

KEY AUDIT MATTER DESCRIPTION

The Group has presented an alternative
performance measure being adjusted
profit before tax of £50.3 miltion (202C:
£403.1 million), which is derived from
statutory loss before tax of £209.4 million
{2020: profit before tax of £67.2 million)
adjusted for a number of items (totalling
£259.7 million (2020: £335.9 million))
which Lhe Croup considers imeel

their definition of an ‘adjusting item’.
Judgement is exercised by management
in determining the classification of such
items and accordingly we consider there
to be arisk of fraud in the reporting of
adjusting items within the alternative
performance measures.

Guidance has been issued by the FRC
and European Securities and Markets
Authority (ESMA’) during the period in
relation to the impact of Covid-19 on
alternative performance measures which
encourages companies not to include
such costs within adjusting items, rather
to include separate disclosure.

Explanaticns of each adjusting item
are set out in note 5 to the financial
statements and are summarised inthe
graphic to the right:
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In determining adjusted profit before tax,
we identified the following risks:

- theidentification and classification
of items as ‘adjusting’ as part of
the presentation of alternative
performance measures may
be inappropriate, distorting the
reported results;

~ the omission of items which are
considered material, one-offor
significant in nature, distorting the
alternative performance measures,
and

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

— the clarity and detail of disclosuresin
respect of adjusting items as part of
alternative performance measures
may be insufficient, preventing
investors from obtaining a clear
understanding of the Group’s results
and performance.

The Creup's policy regarding adjusting
iterns is setoutinnote ). Thisisa
significant matter considered by the
Audit Committee on page 80.

Inresponding to the identified key audit matter we completed the following audit procedures:

- obtained an understanding of relevant
controls, relating to the identification
and disclosure of adjusting items within
alternative performance measures;

- performed enguiries of management
to understand the rationale applied
inidentifying items as adjusting
and completed an independent
assessment as to the selection
and presentation of adjusting items
based ontheir nature;

- assessed theidentification and
consistency of items reported as
adjusting period on period with
reference to guidance published
by ESMA and the FRC specifically
considering the treatment of directly
attributable gains/{expenses) resulting
from the Covid-19 pandemic;

- performed tests over a representative
sample of adjusting items through
agreement to supporting evidence,

- used our cumulative audit knowledge
and applied data analytics to identify
and test other transactions outside
of the normal course of business, or
which display characteristics of being
material, significant or one-offin
nature;

- considered the impact of adjusting
iterns on the directors remuneration
targets to determine whether any
increased fraud risk factor existed
based on actual results for the period;
and

— assessed the completeness and
accuracy of disclosures within the
financial statementsin accordance
with IFRSs.

Key observations

We are satisfied that theitems included
in adjusting items within the alternative
performance measures {including the
directly attributable gains/{expenses)
resulting from the Covid-19 pandernic of
£80.8 million) are in line with the Group’s
policy and that they are appropriately
disclosed.
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INDEPENDENT AUDITOR'S REPORT CONTINUED

KEY AUDIT MATTERS CONTINUED

5.6 THE GOING CONCERN BASIS OF ACCOUNTING

KEY AUDIT MATTER DESCRIPTION

In undertaking their assessment of going
concern for the Group, which is
supported by the cash flows of the
Group, the Directors reviewed the
forecast future performance and
anticipated cash flows. In doing sc they
considered the financing available to the
Group and associated debt covenants,
including the covenantrelaxation that
the Croup has obtamed inrelation{o

its financing facility, and cost saving
actions that the Group have taken in their
response to the Covid-19 pandemic
including certain Government suppart
schemes (including the furlough scheme

and business rates holidays). The
Directers have also determined
appropriate sensitivities to these
forecasts and considered the results
informing their conclusion.

Whilst there continues to be a high level
of judgement as a result of the current
challenges in the retail property market
and the increasing rmove towards enline
retail as well as the longer-term wider
economic impact of Covid-19, the level of
risk associated with the going concern
conclusion has reduced as aresult of a
reduction in the uncertainty associated
with forecasting future cash flows.

HOW THE SCOPE OF OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Taking inte account the sensitivity
analyses performed by management the
Directors have concluded that the Group
has sufficient resources available to meet
its liabilities as they fall due and have
concluded that there are no material
uncertainties arcund the going concern
assumptions,

Further details of the Directors’
assessment, including the sensitivities
applied, are included within the Strategic
Report on pages 57 and 109 and in note 1
to the financial statements.

Inresponding to the identified key audit matter we completed the following audit procedures:

- abtained an understanding of relevant
controls relating to the assessment of
going concern models, including the
review of the inputs and assumptions
used in those models;

— obtained management’'sboard
approved three-year cash flow
forecasts and covenant compliance
forecasts, including the sensitivity
analyses;

- assessed the appropnateness of
foracast assumptions by:

reading analyst reports, industry
data and other external information
and comparing these with
management’s estimates to
determine if they provided
corroborative or contradictory
evidencein relation to
management’s assumptions;

comparing forecast sales with recent
historical financial information to
consider accuracy of forecasting;

enqguiring of management regarding
the mitigating actions tareduce
costs and manage cash flows and
challenging the guantum of those
actions with reference to supporting
evidence and assessing whether the
mitigating actions were within the
Croup's control,
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- testing the underlying data
generated to prepare the forecast
scenarios and determined whether
there was adequate support for the
assurmpticns underlying the
forecast;

reviewing correspondence
confirming UK Government support
such as indirect tax holidays and
staff furtough;

- reviewing correspondence relating
to the availability of the Croup's
financing arrangements, including
the covenant relaxation obtained by
the Group in relation to its financing
facility;

understanding and challenging the
level of further mitigations available
to the Croup beyond those included
within the forecast; and

considering the results of the
sensitivity analyses performed; and

- evaluated the Group’s disclosures on
going concern against the
requirements of IAS 1.

Key ohservations

We are satisfied that the Directors’

conclusion that there are no material

uncertainties over the CGroup and |
Company's ability to continue asa

dgoing concern is appropriate and the

associated disclosures are in accordance

with the accounting standards.




6.QUR APPLICATION OF MATERIALITY

6.1 MATERIALITY

We define materiality as the magnitude of

Company financial

misstaternent in the financial statements — Sroup inancial statements — stalements
that makes it probable that the economic Materiality £16.0 million {(2020: £18.0 million) £14.4 miltion
decisions of areasonably knowledgeable _ (2020: £16 2 millicn)
person would be changed or influenced. Basis for We considered the following metrics in the current 3% of net assets.
We use materiality bothin planning the det:r:_mlr_l;ng and prior period: We have used 3% of
scope of our audit work andin evaluating materiality  _ adjusted profit before tax net assets in both the
the results of ourwork. . . o current and prior
. ) — Earnings before interest, tax, depreciation and .
Based on our profgss:lonaljudggment, we amartisation (EBITDA) DEEIOGS, capped at
determined materiality for the financial 90% Of Qroup
statements as a whole as follows: - Revenue materiality, as the
Using professional judgement we determined bagic for materiality.
materiality to be £16.0m.
Raticnale In determining our benchmark for materiality Net assetsis used as
forthe we considered a number of different metrics the benchmark as the
benchmark used by investors and other readers of the Company operates
applied financial statements. primarily as a holding
G teriali : company for the
roup materiality represents Group and we
Metrc therefore consider
Adjusted profit before tax this as the key metric
W
EBITDA for the Company. <
Revenue We capped materiality z
at 90% of Croup §
materiality tc reduce e
the risk of a material
error arising as a
result of the
consolidation of the
Company’s resultin
the Croup financial
statements,
6.2 PERFORMANCE MATERIALITY
We set performance materiality at a level . Campany financial
lower than materfality to reduce the Croup fnancial stalements statements
probazbility that, in aggregate, uncorrected Performance 60%(2020: 50%) of Group materiality 60% (2020: 50%) of
and undetected misstatements exceed materiality Company materiality
the materiality for the financial Basis and In determining performance materiality, we considered the following

statements as a whole.

6.3 ERROR REPORTING THRESHOLD

rationale for

determining

performance
materiality

factors:

- our cumulative knowledge of the Croup and its environment, including

industry wide pressure on retailers;

- thelevelof change to the business in the period,
- the changes to management personnel;

- the level of centralisation in the Group's financial reporting controls

and processes; and

- the level of misstatements identified in prior periods.

We have increased the performance materiality used as a percentage of
Croup materiality, primarily due to the reduction in risk during this period
associated with the impact of Covid-19 on the Group's internal control
environment and the financial close process compared with the pricr

pericd.

We agreed with the Audit Committee that we would report to the Committee all audit differences in excess of £0.8 miltion (2020:
£0.9 million), as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report
to the Audit Committee on disclosure matters that we identified when assessing the overall presentation of the financial statements.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

7. AN OVERVIEW OF THE SCOPE OF OUR AUDIT

T1IDENTIFICATION AND SCOPING
OF COMPONENTS

Our audit was scoped by obtaining an
understanding of the Group and its
environment, including group-wide
controls, and assessing the risks of
rmaterial misstatement at the Group level.

Components were selected to provide an
appropriate basis for undertaking audit
work to address the risks of material
misstatement identified. Based on our
assessment we have focused our audit on
the UK business which was subject to full
audit procedures. We have performed our
full audit scope of the UK component
using a materiality of £15.2 million (or 95%
of Group materiality) (2020. £16.2 million)
2s this makes up substantially all of the
Croup's operations (96% of the CGroup's
revenue, 2020: 95%).

The Group holds 50% of the ardinary
shares of ORL, and this interestis
accounted for as an investment in
associate in accordance with JAS 28 on the
basis that the shareholders’ agreement
gives control over ORL to Ocado Group
plc. In the current period the Group
recorded a share of profit of associate
from ORL of £64.2 million and is subject to
specified audit procedures.

We have also tested the consolidation
process and carried out analytical
proceduresin forming our conclusion
that there were no significant risks of
rmaterial misstatement remaining in

the consclidated financial information
arising from the components not subject
to a full audit.

4% 5%
] ]
G6% a95%
Revenue Adjusted profit
before tax
7%
.- 20%
93% B80%
Loss Total assets
before tax
12%
’ @ Full audit scope
@ Review at Group level
88%

Total liabilities

7.2 OUR CONSIDERATION OF THE
CONTROL ENVIRONMENT

Our audit strategy is to rely on controls
over certain processes within a number
of business cycles. These included
procurement within UK Clothing & Home
and Food, inventory, treasury and fixed
assets including IFRS 16 Leases. As part
of our controls testing, we obtained an
understanding of the Croup's processes
and tested controls through a
combination of tests of inquiry,

8.OTHER INFORMATION

observation, inspection and re-
performance.

On certain business cycles, we obtained
an understanding of, but did net rely on,
controls These included inventeory
provisions, food rebates and financial
close and reporting.

Civen the impertance of information
technology (“IT") to the recording of
financial information and transactions, we
have tested General T controls retating to
certain of the Group's IT systems where
relevant to our audit work. We have been
ableto place IT controls reliance across
these systems to support the audit over

a number of business cycles, such as
payables.

7.3WORKING WITH OTHER AUDITORS

ORL is the only component of the Group

where wark is conducted by a Deloitte

component auditor. We have issued

detailad instructions to the component

audit team to perform specified audit I
procedures. Due to the non-co-terminus

year-end of ORL, we have performed a

review of the cormnponent auditor’s files

for the period ended 29 November 2020

and the reporting received from the

component auditor for the period

subseguent to 22 Noverber 2020.

We have engaged regularly with the

compenent auditor throughout the audit

process, determining the nature, timing

and extent of the specified audit

procedures to be performed and toreview

their component reporting. A dedicated !
member of the Croup audit team is
assigned to facilitate an effective and
consistent approach to component
oversight. !

The other information comprises the
information included in the annual repart,
other than the financial statements and
our auditor's repert thereon. The directors
are responsible for the otherinformation
contained within the annual report.

Our opinion on the financial statements
does not cover the otherinformation and,
except tothe extent otherwise explicitly

stated in ourreport, we do not express any
form of assurance conclusion therean.

Our responsibility is to read the other
information and, in doing so, consider
whather the other information is
materially inconsistent with the financial
statements or our knowledge obtainedin
the course of the audit, or ctherwise
appears to be materially misstated.

9. RESPONSIBILITIES OF DIRECTORS

IF we identify such material incensistencies

or apparent material misstatements, we

are required to determine whether this

gives rise to amaterial misstatement in

the financial staterments themselves. If, .
based on the work we have performed,

we conclude that there is a material

misstatement of this other information,

we are required to report that fact.

We have nothing to report in this regard.

As explained more fully in the directors’
responsibilities statement, the directors
are responsible for the preparation of

the financial statements and for being
satisfied that they give a true and fair view,
and for such internal control as the
directors determine is necessary to enable
the preparation of financial staternents

120 Marks and SpencerGroup plc

that are free fram material misstatement,
whether due to fraud or error.

In preparing the financial statements, the
directers are responsible for assessing the
Group's and the Company’s ability to
continue as a going concern, disclosing

as applicable, matters related to going

concern and using the going concern basis
of accounting unless the directors either
intend to liguidate the Croup or the
Company or to cease operations, or have
no realistic alternative but to do so.



10. AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Our cbjectives are to obtain reasonable
assurance about whether the financial
staterments as a whole are free from
material misstaterment, whether due to
fraud or error,and toissue an auditor’s
report that includes our opinion.
Reasonable assuranceis a high level of
assurance butis not a guarantee that an

audit conducted in accordance with
ISAs (UK) will always detect a material
misstatement when it exists.
Misstatements can arise from fraud or
error and are considered material if,

individually or in the aggregate, they could

reasonably be expected to influence the

economic decisions of users taken on the
basis of these financial statements.

Afurther description of our
responsibilities for the audit of the
financial statements is located on the
FRC’s website at: www.frc.org.uk/
auditorsresponsibilities. This description
forms part of our auditor’s report.

TL.EXTENT TO WHICH THE AUDIT WAS CONSIDERED CAPABLE OF
DETECTING IRREGULARITIES, INCLUDING FRAUD

Irregularities, including fraud, are
instances of non-compliance with laws
and regulations. We design proceduresin
line with aur responsibilities, outlined
above, to detect material misstaterments
in respect of irregularities, including fraud.
The extent to which our procedures are
capable of detecting irregularities,
including fraud is detailed below.

1.1 IDENTIFYING AND ASSESSING
POTENTIAL RISKS RELATED
TOIRREGULARITIES

In identifying and assessing risks of
material misstatement in respect of
irregularities, including fraud and
non-compliance with laws and
regulations, we considered the following:

— the nature of the industry and sector,
control envirgnment and business
performance including the design of
the Group’s remuneration policies, key
drivers far directors rermuneration,
bonus leveis and performance targets;

- the Group’s own assessment of the
risks thatirregularities may occur either
asaresult of fraud or error that was
approved by the boarg;

- resulls of our enquiries of management,
internal audit and the Audit Committee
about their own identification and
assessment of the risks of irregularities;

- any matters we identified having
obtained and reviewed the Group’s
documentation of their policies and
orocedures relating to:

identifying, evaluating and complying
with laws and regulations and
whether they were aware of any
instances of non-compliance;

detecting and responding to the risks
of fraud and whether they have
knowledge of any actual, suspected
or alleged fraud,

the internal controls established
to mitigate risks of fraud or
non-compliance with laws and
regulations, and

- the matters discussed among the audit
engagement team and relevant internal
specialists, including tax, valuations,
pensions, IT and industry specialists
regarding how and where fraud might
occur in the financial statements and
any potentialindicators of fraud.

As aresult of these procedures, we
considered the opportunities and
incentives that may exist within the
organisation for fraud and identified the
greatest potential for fraud inthe areas in
which management is required to exercise
significant judgment, such as disclosure of
adjusting items. In common with all audits
under ISAs (UK), we are also required to
perform specific procedures torespond to
the risk of management override.

We atso obtained an understanding of the
legat and regulatory framework that the
Croup operates in, focusing on provisions
of those laws and regulations that had a
direct effect on the determination of
material amounts and disclosures in

the financial statements. The key laws
and regulations we considered inthis
context included UK Companies Act,
Financial Conduct Authority regulations
including the Listing Rules, pensions and
tax legislation.

In addition, we considered provisions of
other laws and regulations that do not
have a direct effect on the financial
staternents but compliance with which
may be fundamental to the Group's ability
to operate or to avoid a material penalty.
These included the competiticn and
anti-bribery laws, data protection,
Croceries Supply Code of Practice,

and employment, environmental and
health and safety regulations.

11.2 AUDIT RESPONSE TO
RISKS IDENTIFIED

As aresult of perferming the above, we
identified the disclosure of adjusting items
as a key audit matter related to the
potential risk of fraud. The key audit
matters section of ocur report explains the
matters in more detail and alsc describes
the specific procedures we performedin
response to that key audit matter.

In addition to the above, our precedures
torespond torisks identified included the
following:

GOVERNANCE

- reviewing the financial statement
disclosures and testing to supporting
documentation to assess compliance
with provisions of relevant laws and
regulations described as having a direct
effect onthe financial statements;

- enquiring of management, the Audit
Committee and in-house legal counsel
concerning actual and potential
litigation and claims;

- performing analytical procedures to
identify any unusual ¢r unexpected
relationships that may indicate risks of
rmaterial misstaternent due to fraud;

- reading minutes of meetings of those
charged with governance, reviewing
internal audit reports and reviewing
correspondence with HMRC; and

- in addressing the risk of fraud through
management override of controls,
testing the appropriateness of journal
entries and other adjustments;
assessing whether the judgements
made in making accounting estimates
are indicative of a potential bias; and
evaluating the business rationale of any
significant transactions that are unusual
or outside the ncrmal course of
business.

We also communicated relevant identified
laws and regulations and potential fraud
risks to all engagement team members
including internal specialists, and
remained alert to any indications of

fraud or non-cempliance with laws and
regulations throughout the audit.
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INDEPENDENT AUDITOR'S REPORT CONTINUED

REPORTONOTHERLECAL AND REGULATORY REQUIREMENTS

12. QPINIONS ON OQTHER MATTERS
PRESCRIBED BY THE COMPANIES
ACT 2006

I our opinion the part of the directors’
remuneration report to be audited has
been properly prepared in accordance
with the Companies Act 2006.

In cur opinion, based an the work
undertaken in the course of the audit:

- theinformation given in the strategic
report and the directors’ report for the
financial period for which the financial
statements are prepared is cansistent
with the financial statements: and

the strategic report and the directors’
report have been prepared in
accordance with applicable legal
requirements.

In the Light of the knowledge and
understanding of the Croup and the
Company and thelr environment obtained
in the course of the audit, we have not
identified any material misstatements in
the strategic report or the directors'
report.

13. CORPORATE GOVERNANCE
STATEMENT

The Listing Rules require us o review the
directors’ statement in relation ta going
concern, longer-term viability and that
part of the Corporate Governance
Statement relating to the Group's
compliance with the provisions of

the UK Corporate Governance Code
specified for our review.

Based on the work undertaken as part of
our audit, we have concluded that each of
the following etements of the Corporate
Governance Statement is materially
consistent with the financial statements
and our Knowledge obtained during the
audit

- the girectors’ statement with regards to
the appropriateness of adopting the
going concern basis of accounting and
any material uncertainties identified set
out on page 109;

the directors’ explanation as to its
assessment of the Group's prospects,
the period this assessment covers and
why the perigd is appropriate set out on
page 57,

t

the directors’ statement on fair,
balanced and understandable set cut
on page NO0;
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the board's confirmation that ithas
carried out arobust assessment of the
emerging and principat risks set out on
page NG,

the section of the annuat report that
describes the review of effectiveness of
risk managemeant and internal control
systems set out anpages 47 to 67, and

the saction describing the work of the
audit committee set out on pages 77
to 83.

4. MATTERS ON WHICH WE ARE
REQUIRED TQ REPORT BY EXCEPTION

15.OTHER MATTERS WHICH WE ARE
REQUIRED TO ADDRESS

15.1 Auditor tenure

Foilowing the recommendation of the
Audit Committee, we were appointed by
the shareholders on 8 July 2014 to audit
the financial statements for the period
ending 28 March 2015 and subsequent
financial periods. The period of total
uninterrupted engagement including
previous renewals and reappointments of
the firmis 7 periads, covering the periods
ending 28 March 2015 ta 3 April 2021,

14.1 Adequacy of explanations received
and accounting records

Under the Companies Act 2006 we are
required to report to you if, in our opinion:

- we have not received all the information
and explanations we require for our
audit; ar

- adequate accounting records have not
been kept by the Company, or returns
adequate for our audit have not been
received from branches not visited by
us;or

+

the Cempany financial statements are
notinagreement with the accounting
records and returns.

We have nothing ta report in respect
of these matters.

14.2 Directors’ remuneration

Under the Companies Act 2006 we are
also required to report if in our opinion
certain disclosures of directors’
remuneration have nat been made or the
part of the directors’ remuneration report
to be audited is not in agreement with the
aceounting records and returns.

Wa have nothing to report in respect
of these matters,

15.2 Consistency of the audit report
with the additional report to the
Audit Committes

Our audit opinion is consistent with the
additional report to the Audit Commitiee
we are required to provide in accordance
with ISAs (UK).

15, USE OF OUR REPORY

This repart is made solely to the
Company's members, as a body, in
accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Qur audit work has
been undertaken so that we might state
ta the Company’s members those matters
we are required to state tothemin an
auditor's report and for no other purpose.
To the fullest extent permitted by law, we
do not accept or assume responsibility to
anyone other than the Company and the
Company's members as a body, for our
audit work, for this report, or for the
opinions we have formed.

/Wud .,/\(' .
Richard Muschamp FCA

{Senlor statutory auditer)

For and on behalf of Deloitte LLP
Statutory Auditor

Londan

25 May 202t



CONSOLIDATED INCOME STATEMENT

53weeksended 52 weeksended

3April2021 28 March 2020
Total Total
Notes £m £m
Revenue o 2,3 9,155.7 10,181.9
Share of result in asscciate - Ccado Retail Limited 3,5,29 64.2 (14.2)
Operating (loss)/profit 2,3.5 (30.7) 2548
Finance income 56 57.4 469
Finance costs 5,6 (236.1) {234.5)
(Loss)/profit before tax 4,5 i209.4j--_- 672
Income tax credit/(expense) L 7 8.2 (39.8)
{Loss)/profit for the year (201.2) 274
Attributable to:
Cwners of the parent (198.0) 237
Non-controlling interests (3.2) 37
(201.2} 274
{Loss)/earnings per share
Basic (loss)/earnings per share 8 (10.1p) 1.3p
Diluted (loss)/earnings per share 8 (10.1p) 1.2p
Reconciliation of profit before tax & adjusting items:
{Loss)/profit before tax {209.4) 672
Adjusting items 5 259.7 3359
Profit before tax & adjusting items - non-GAAP measure 50.3 403]
Adjusted earnings per share - non-GAAP measure
Adjusted basic earnings per share 8 1.4p 16.7p
Adjusted diluted earnings per share 8 1.4p 16.6p
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

E3weeksended 52weckscended

3April2021 28 March 2020
Notes £m £m
(Loss)/profit for the year (201.2) 274
Other comprehensive {(expense)fincome:
Items that will not be reclassified subsequently to profit or loss
Remeasurements of retirement benefit schemes 1 {1,352.0) 9279
Tax credit/(charge) on retirement benefit schemes 256.5 (196.7)
(1,095.5) 7312
Items that may be reclassified subsequently to profit or loss
Foreign currency translation differences
- movements recognised in cther comprehensive income (22.7) 51
-reclassified and reperted in profit or loss 3.7 249
Cash flow hedges
—fair value movements recognised in other cormprehensive income 21 (215.5) 140.3
—reclassified and reported in profit or toss 7 26.5 (18.4)
Tax credit/(charge) on cash flow hedges 37.0 (27.0)
{176.0) 1029
Other comprehensive (expense)/incame for the year, net of tax (1,271.5) 8341
Total comprehensive (expense)/income for the year (1,472.7) 861.5
Attributable to:
Owners of the parent {1,469.5}) 857.8
Non-controlling interests_ (3-2) 37
o (1,472.7) 8615
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Asat3April  Asat283March  Asat 30March
2021 2020 (Restated) 2019(Restated)

Notes £m £m fm
Assets
Non-current assets
Intangible assets 14 232.0 399.] 4999
Property, plant and equipment 15 5,058.6 5,494.2 5,662.3
Investment property 15.2 15.5 15.5
Investments in joint ventures and associates 29 825.8 760.4 4.0
Other financial assets 16 9.7 97 9.9
Retirement benefit asset N 639.2 1,915.0 9315
Trade and other receivables 17 261.4 262.6 273.0
Derivative financial instruments 21 0.3 112.4 19.8
S - - 7,042.2 89689 74159
Current assets
Inventories 5 624.6 564.] 700.4
Other financial assets 16 18.4 1.7 141.8
Trade and other receivables 17 209.6 298.0 267.2
Derivative financiat instruments 21 32.8 735 403
Current tax assets 354 19.3 —
Cash and cash equivalents 18 674.4 254.2 310.4
) o o 1,595.2 1,220 8 1,460.1
Total assets o , 8,637.4 10,189.7 8,876.0
Liabilities
Current liabilities
Trade and other payables 19 1,599.0 1.501.0 1,518.2
Partnership liability to the Marks & Spencer UK Pension Scheme 12 124.9 71.9 719
Borrowings and other financial liabilities 20 432.8 2478 6256
Derivative financial instruments 21 56.0 13.0 73
Provisions 22 43.1 215 100.7
Current tax liabilities - o - - 26.2
. . ) 2,295.8 1,855.2 23499
vt
Non-current liabilities %
Retirement benefit deficit 11 7.8 12.4 17.2 z
Trade and other payables 19 192.3 2226 156 3
Partnership liability to the Marks & Spencer UK Pension Scheme 12 68.6 135.5 200.5 E
Borrowings and other financial liabilities 20 3,659.9 3,8659 36285 5
Derivative financial instruments 21 10.7 0.7 28 z
Provisions 22 74.2 56.5 727 §
Deferred taxliabilities o ) ) 23 42.3 3324 119.6
] 4,055.8 4626.0 40569
Total liabilities - o 6,351.6 6,481.2 5,406.8
Net assets 2,285.8 37085 24692
Equity
Issued share capitat 24 489.2 487.6 4063
Share premium account 24 910.4 910.4 416.9
Capital redemption reserve 2,210.5 2,210.5 2,2105
Hedging reserve 2 {54.8) 68.6 (14.6)
Cost of hedging reserve 2] 4.6 5.7 1.7
QOther reserve {6,542.2) (6,542.2) (6,542.2)
Foreign exchange reserve (59.9) (359 (439)
Retained earnings B o - 5,325.2 6,597.8 6,024.8
Equity attributable to owners of the parent 2,283.0 3,7025 24695
Non-controlling interests _ o . 28 60 __ (03
Total equity 2,285.8 3,708.5 24692

1 Seenatelfordetalsaofachange inaccounting policy and the resulting restatement of pror years.

The financial staternents were approved by the Board and authorised for issue on 25 May 2021. The financial statements also comprise
notes 1to 31,

How ey

Steve Rowe, Chief Executive Officer Ecin Tonge, Chief Financial Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ordinary Share Capital Foreign Non-
share premium redemption Hedging Costof Other exchange Retaincd contralling
capital  accounl reserve  reserve hedging reserve’  reserve garnings? Total interest Total
£m £m £ im £m £m £m £m £m £fm im
Asat 31 March 2019 406.3 4169 22105 (14.6) 1.7 (6,542.2) (439) 6,024.8 2,468.5 (0.3) 2,469.2
Profit for the year - - - - - - - 237 237 37 274
Other comprehensive
income/{expense):
Foreign currency transiation
- movements recognised in other
comprehensive income - - - - - - 51 - 51 - 51
-reclassified and reported in
profit or loss - - - - - - 29 - 29 - 29
Remeasurements of retirement
benefit schemes - - - - - - - 2279 9272 - 92793
Tax charge onretirement
benefit schemes - - - - - - - (1967) (i867) - (196.7)
Cash flow hedges
- fair value movement in cther
comprehensive income - - - 1478 (7.5} - - - 140.3 - 140.3
-reclassified and reported in
profitor loss - - - (18.4) - - - - (18.4) - (18.4)
Tax on cash flow hedges - - - (28.5) 1.5 - - - (27.0) - (270}
Other comprehensive income/
{expense) - - - 1009 (6.0} - 8.0 731.2 8341 - 834.1
Total comprehensive income/
(expense) - - - 1009 (6.0) - 8.0 754.9 B857.8 3.7 861.5
Cash flow hedges recognised in
inventories - - - (218) - - - - (21.8) - (21.8)
Tax oncash flow hedges
recognised in inventories - - - 41 - - - - 41 - 41
Transactions with owners:
Dividends - - - - - - - (1911 1en - (1910)
Transactions with non-controlling
sharehalders - - - - - - - - - 26 2.6
Shares issued on exercise of
ermnployee share options - a1 - - - - - - Al - 01
Shares issued onrights issue? 81.3 4934 - - - - - - 574.7 - 574.7
Purchase of own shares held by
employee trusts - - - - - - - (8.9) 89 - (8.9)
Credit for share-based payments - - - - - - - 18.5 18.5 - 18.5
Deferred tax on share schemes - - - - - - - (0.4) (0.4) - (0.4)
As at 28 March 2020 487.6 9104 22105 686 5.7 (6,542.2) (35.9) 6,597.8 3,702.5 6.0 3,708.5
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED

Ordinary Share Capital Foreign Nen-
share premium redemption Hedging Costof Other exchange Retained conlrolling
capital account reserve  reserve hedging reserve'  reserve earnings’ Total interest Total
m fm Em frn £m £m Em £m £m m fm
As at 29 March 2020 4876 9104 22105 68.6 5.7 (6542.2) (359) 6,597.8 3,702.5 6.0 3,708.5
Loss for the year - - - - - - - (198.0) (198.0) (3.2) (201.2)
Other comprehensive
(expense)/income:
Foreign currency translation
- moverments recognised in other
comprehensive income - - - - - - (277) - (27.7) - (27.7)
-reclassified and reportedin
profit or loss - - - - - - 3.7 - 7 - 37
Remeasurements of retirement
benefit schemes - - - - - - - (1,352.0) (1,352.0) - (1,352.0)
Tax credit on retirement benefit
schemes - - - - - - - 256.5 256.5 - 256.5
Cash flow hedges
- fair value movernent in other
comprehensive income - - - {214.2) (.3} - - -  (215.5) - {215.5)
-reclassified and reported in
profit or loss - - - 265 - - - - 26.5 - 26.5
Tax oncash flow hedges - - - 368 0.2 - - - 370 - 37.0
Other comprehensive
(expense)/income - - - (150.9) (1.1) - {24.0) {1,095.5) (1,271.5) - {1,271.5)
Total comprehensive
(expense)fincome - - - (150.9) (1.1} - {24.0) (1,293.5) (1,469.5) (3.2) (1,472.7)
Cash flow hedges recognised in
inventories - - - 339 - - - - 33.9 - 339
Taxon cash flow hedges
recognised in inventories - - - (6.4) - - - - {6.4) - {6.4)
Transactions with owners: i
Shares issued in respect of i
employee share options 1.6 - - - - - - (1.6} - - - %
Purchase of own shares held by E
employee trusts - - - - - - - {0.8) {0.8) - (0.8) 2
Credit for share-based payments - - - - - - - 19.3 19.3 - 19.3 g
Deferred tax on share schemes - - - - - - - 4.0 4.0 - 4.0 2
As at 3 April 2021 489.2 910.4 2,2105 (54.8) 4.6 (6,542.2) (59.9) 5,325.2 2,283.0 2.8 2,285.8 .

1 The"Ctherreserve”was oniginatly created as part of the capitalrestructuning that took place in 2002 [trepresents the difference betweenthe norminal value of the shares issued
prior toLlhe capilal reduction by the Company (be'ng the carrying value of the investment in Marks and Spencer plcland the share capital, sharc premium and capilal redemption
reserve of Marks and Spencer plc at the date of the transaction

7 Included within Retained carnings is the fair value through other comprehensive income reserve

3. Theshare premivmamount of £493 4misnet of £26 minrelationlotransact ion costs associated with the nghts issue,
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CONSOLIDATED STATEMENT OF CASH FLOWS

52 woeks ended
53weeksended 28 March 2020

3 April 2021 (Restated)

Nates £ Em
Cash flows from operating activities
Cash generated from operations 26 876.7 1,045.4
Income tax paid o e ] (5.8 (918
Netcashinflowfromoperatingactivities __ 803 9538
Cash flows from investing activities
Proceeds on property disposals 29 27
Purchase of property, plant and equipment (158.9) (251.0)
Purchase of intangible assets (47.8) (776)
(Purchase)/sale of current financial assets (6.7) 1301
Purchase of investments in associates and joint ventures? 8.7 (580.3)
Interest received ] e S _ 92 104
Netcashusedininvestingactivities = __ (928) (7657
Cash flows from financing activities
Interest paid? {119.3) (2242)
Issuance of Medium Term Notes 300.0 250.0
Redempticn of Medium Term Notes (136.4) 400.0)
Repayment of lease liabilities {184.3) (201.4)
Payment of liability to the Marks & Spencer UK Pension Scherme (17.2) (63.5)
Equity dividends paid 9 - (191.1)
Shares issued on exercise of employee share options 24 - 0.1
Proceeds from rights issue net of issue costs 24 - 5744
Purchase of own shares by employee trust {0.8) 8.9)
Cashreceived from settlement of derivatives o 1o 77
Netcashusedinfinancingactiviies " paa (s69
Netcashinflow/outflow)fromactivites = 4343 (688
Effects of exchange ratewchang'és - T (3.3) 0.5
Openingnetcash - B ) 2387 3070
Closing net cash T T T T T T ee97 | 2387

1 Seenote’ fordetails onachangeinaccounting policy and the resulting restatement

7 Includes inflow of £11 2m upon finalisation of the completion statement inrelation to the mvestrment 1IN Ocade Retail Limited {last year outflow of F§77 8m)and outflow of £2 5m
{lastyear £2 Smynrelabion toFeunders Factory Retal Limited

3 Inclugesnterest paid onthe partnership liability to the Marks & Spencer UK Pension Scheme of £6 4m (Last year £8 4m)and interast paid on lease Liabilities of £137 3m
{lastyear£134 3m)
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NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

General information

Marks and Spencer Group ple (the "“Company™) is a public
Cormpany limited by shares incorporatedin the United Kingdom
under the Companies Act and is registered in England and Wales.
The address of the Company's registered office is Waterside
House, 35 North Wharf Road, Londan w2 INW.

The principal activities of the Company and its subsidiaries (the
“Group”) and the nature of the Group's operatiansis as a Clothing
& Home and Food retailer.

These financial staterments are presented in sterling, which is
also the Company’s functional currency, and are rounded to the
nearest hundred thousand. Foreign operations are included in
accordance with the policies set out within this note.

Basis of preparation

The financial statements have been prepared for the 53 weeks
ended 3 April 2021 (Last year: 52 weeks ended 28 March 2020}
in accordance with international accounting standards in
conformity with the requirements of the Companies Act 2006
and the International Financial Reporting Standards adopted
pursuant to Regulation (EC)No 1606/2002 as it applies in the
European Union.

The Marks and Spencer Scottish Limited Partnership has taken
an exemption under paragraph 7 of the Partnership (Accounts)
Regulations 2008 from the requirement to prepare and deliver
financial statements in accordance with the Companies Act.

The financial statements have been prepared on a going concern
basis. In adopting the going concern basis, the directors have
considered the business activities as set out on pages 10to 25,
the financial position of the Group, its cash flows, liquidity
position and borrowing facilities as set cut in the Financial
Review on pages 38 to 46, the Group's financial risk management
objectives and exposures to liquidity and other financialrisks as
set out in note 21 and the principal risks and uncertainties as set
out on pages 48 to 56.

At 3 April 2021, the Group had available liquidity of £1,799.4m,
comprising cash and cash equivalents of £674.4m, an undrawn
committed syndicated bank revolving credit facility (“RCF™) of
£1.1bn {set to mature in April 2023), and undrawn uncommitted
facilities amounting to £25.0m. This is an increase of £395.2m
compared to the £1,404.2m liguidity position as at 28 March
2020 and has been achieved through the active measures taken
by the Croup to strengthen liquidity in response to the risks
posed by the Covid-19 pandemic. In addition te operational
cash preservation actions, the following measures have also
been undertaken:

- Refinancing the upcoming December 2021 bond maturity with
2 £300m 2026 bond issuance.

- Extending the relaxation of covenant tests with the lending
syndicate of banks providing the £11bn revolving credit facility,
uptoandincluding the period to March 2022,

In adopting the going concern basis of preparation, the directors
have assessed the Group's cash flow forecasts which incorporate
a latest estimate of the ongoing impact of Covid-19 on the Group.
The forecast assumes that the UK gavernment’s four-step
roadmap out of lockdown continues as planned, but that a full
Lifting of restrictions does not occur until @3 2021/22.

Under these latest forecasts, the Croup is able to operate without
the need to draw on its available facilities and without taking any
supplementary mitigating actions, such as reducing capital
expenditure and other discretionary spend. The forecast cash
flows also indicate that the Group will comply with all relevant
banking covenants during the forecast period, being at least

12 months from the approval of the financial statements.

The directors have reviewed the evolution of Covid-19 and

the impact on the business and considered the potential
longer-term impacts of the pandemic by modelling a more
savere, but plausible, downside scenario. This downside scenario
assumes that:

- Afour-month lockdown between December 2027 and
March 2022 will be mandated by the government, resulting
instare closures and a 3% decline in Food sales. Between this
period, a range of 10% - 20% decline in Clothing & Home sales
has been modelled, as well as a 10% decline in International
sales. These declines have been set with reference Lo Lhe
2020/21 results, and,

- Aneconomic recession in the UK from October 2021, following
the cessation of the Coronavirus Job Retention Schemein
the UK, that continues into 2022/23 and 2023/24, resulting in a
decline in sales of between 1% - 5% per annum, continuing for
three years, across both sides of the business.,

Even under this severe but plausible downside scenario, the
Croup would continue to have sufficient liquidity headroom

on its existing facilities and against the revolving credit facility
financial covenant for the forecast period. Although should
such a scenario arise, there are a range of mitigating actions that
could be taken to reduce the impact. Given current trading and
expectations for the business, the directors censider that this
downside scenario reflects a plausible, but remote, outcome for
the Group.

In addition, reverse stress testing has been applied to the model,
which represents a significant decline in sales compared to the
downside scenario. Such a scenario, and the sequence of events
which could lead to it, is considered to be remote.

As aresult, the directors believe that the Croup is well placed to
manage its financing and other significant risks satisfactorily
and that the Croup will be able to operate within the level of its
facilities for the foreseeable future, being a period of at least

12 months from the approval of the financial statements.

For this reason, the directors consider it apprepriate for the
Croup to adopt the going concern basis in preparing its
financial statements.
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Change in accounting policy

Due to a change in the Croup's accounting policy to recognise
BACS payments at the settiement date, rather than when they
are initiated, to more appropriately reflect the nature of these
transactions, the comparative amounts have been restated.

The impact cnthe 28 March 2020 balance sheet is anincrease

to current trade and other payables of £74.6m (2019: £93.8m),
adecrease to bank loans and overdrafts, within current liabilities,
of £68.8m (2019: £68.8m) and an increase tc cash and cash
equivalents of £5.8m (2019 £ 25.0m). Net cash outflow from
activities in 2019/20 has increased by £19.3m while net debt

as at 28 March 2020 has decreased by £74.6m (2019: £93.9m).
There is noimpact on the income statement, earnings per share
or net assets.

New accounting standards adopted by the Group

The Group has applied the following new standards and
interpretations for the first time for the annual reporting period
commencing 29 March 2020:

- Amendments to 1AS 1 and IAS 8: Definition of Material
- Amendments to IFRS 3. Definition of a Business

- Amendments to References to the Conceptual Framework in
IFRS Standards
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The Group also elected to adopt the following amendment early:
- Amendment to IFRS 16: Covid-19-Related Rent Concessicons

Theimpact of early adopting the amendment to IFRS 16 is
described below.

The adoption of the other standards and interpretations listed
above has not led to any changes to the Group's accounting
policies or had any other material impact on the financial position
or performance of the Group.

Amendment to IFRS 16: Covid-19-Related Rent Concessions

The Group has applied the amendment to IFRS 16 in advance of
its effective date and, as a result, has treated rent concessions
occurring as a direct consequence of Covid-19 as variable lease
payments rather than as lease modifications.

The amount recognised in profit or loss in the period to reflect
changes in lease payments arising from Covid-19-related rent
concessions was a gain of £10.9m

New accounting standards in issue hut not yet effective

New standards and interpretations that are inissue but not yet
effective are listed below:

— IFRS 17 Insurance Contracts

- Amendments to IFRS 9, |AS 39,IFRS 7, IFRS 4 and IFRS 16:
Interest Rate Benchrmark Reform Phase 2

- Amendments to IFRS 10 and IAS 28 Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

- Amendments to 1AS 1 Classification of Liabilities as Current
or Non-Current

- Amendments to IFRS 3: Reference to the Conceptual Framework

- Amendments to IAS16: Property, Plant and Equipment -
Proceeds before Intended Use

- Amendments to 1AS 37 Onerous Contracts — Cost of Fulfilling
aContract

~ Annual Improvements to IFRS Standards 2018-2020 Cycle-
Amendments to IFRS 1 First-time Adoption of International
Financial Reporting Standards, IFRS 9 Financial Instruments,
IFRS 16 Leases and IAS 41 Agriculture

The adoption of the above standards and interpretations is not
expected to lead to any changes to the Group’s accounting
policies or have any other material impact on the financial
position or performance of the Group.

Alternative performance measures

Inreporting financial information, the Croup presents alternative
performance measures (APMs), which are not defined or specified
under the requirements of IFRS.

The Group believes that these APMs, which are not considered
to be a substitute for, or superiar to, IFRS measures, provide
stakeholders with additional helpful infermation on the
performance of the business. These APMs are consistent with
how the business performance s planned and reported within
the internal management reporting to the Board and Executive
Commmittee. Some of these measures are also used for the
purpose of setting remuneration targets.

The key APMs that the Croup uses include: Like-for-like revenue
growth; operating profit before adjusting items; profit before tax
and adjusting iterns; adjusted basic earnings per share; net debt;
net debt excluding lease liabilities; free cash flow; and return on
capital employed. Each of these APMs, and others used by the
Group, are set out in the Glossary including explanations of how
they are calculated and how they can be reconciled to a statutary
measure where relevant.
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The Croupreports some financial measures, primarily
International sales, on both a reported and constant currency
basis. The constant currency basis, which is an APM, retranslates
the previous year revenues at the average actual periodic
exchange rates used in the current financial year. This measure
is presented as a means of eliminating the effects of exchange
rate fluctuations on the year-on-year reported results.

The Group makes certain adjustments to the statutory profit
measures in order tc derive many of these APMs. The Group’s
policy is to exclude items that are considered significant in nature
and/or guantum to the financial statement line itermn or appticable
disclosure note or are consistent with items that were treated as
adjusting in prior periods. The Group's definition of adjusting
items is consistent with prior periods, Previously these were
presented in the consolidated income statement in a columnar
format; the Group now presents a reconciliation of profit before
tax and adjusting itemns to profit before tax on the face of the
consolidated income statement. Adjusted results are consistent
with how business performance is measured internalty and
presented o aid comparabitity of performance. On this basis,

the following items were included within adjusting items for the
53-week period ended 3 April 2021

- Net charges associated with the strategic programme in
relation to the review of the UK store estate.

- Significant restructuring costs and other associated costs
arising from strategy changes that are not considered by the
Croup to be part of the normal operating costs of the business.

- Impairment charges and provisions that are considered to be
significant in nature and/or value to the trading performance
of the business.

- Charges and reversals of previousimpairments arising from
the write-off of assets and other property charges thatare
considered to be significant in nature and/for value.

- Adjustments to income from M&S Bank due to a provision
recognised by M&S Bank for the cost of providing redress to
customers in respect of possible mis-selling of M&S Bank
financial products.

- Significant non-cash charges relating to the Croup's defined
benefit scheme arising from equalisation of guaranteed
minimum pensicns (GMP) and ather pension equalisation.

- Significant costs arising from estabtishing the investmentin
Ocado Retail Limited.

- Amaortisation of the identified intangible assets arising as part
of the investment in Ocado Retail Limited.

- Rernezsurernent of contingent consideration including
discount unwind.

- Directly attributable gains and expenses resulting from the
Covid-19 pandemic.

- Transition costs associated with the Sparks loyalty programme'.

1 Adustingitems nthe current year include the charges associated with thetrans t on
of the Sparksloyalty programme. Whilc the Group orovides vouchers to customers as
part of tsango’ngoperat ons, vouchers of th s nature and guantumhave never been
provided neforeir relazion ta a one-off everit (refer to note 5 ‘or Further details)

The Grouphas reviewed how tapples its policy and has concluded Lo include these
charges nadustingitemns

Refer ta note 5 far a summary of the adjusting items.
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A summary of the Company’s and the Group's acceunting
policies is given below.

Accounting convention

The financial statements are drawn up on the historical cost
basis of accounting, except for certain financial instruments
(including derivative instruments) and plan assets of defined
benefit pension schernes which are measured at fair value at
the end of each reparting period, as explained in the accounting
policies below.

Basis of consolidation

The Group financial staterments incorporate the financial
statements of Marks and Spencer Group plc and allits
subsidiaries made up to the pericd end date. Where necessary,
adjustments are made to the financial staterments of subsidiaries
to bring the accounting policies used in line with those used by
the Croup.

Subsidiaries

Subsidiary undertakings are all entities (including special
purpcse entities) over which the Caompany has control. Contrel

is achieved when the Company has the power over the entity;

is exposed, or has rights to, variable returns from its involvement
with the entity; and has the ability to use its power to affect its
returns. The Company reassesses whether or not it controls an
entity if facts and circumstances indicate that there are changes
to one or more of these three elements of control. Consotidation
of a subsidiary begins when the Company obitains control over
the subsidiary and ceases when the Company loses control of the
subsidiary. Subsidiary undertakings acquired during the year are
recorded using the acquisition method of accounting and their
results are included from the date of acquisition.

The separable net assets, including property, plant and
equipment and intangible assets, of the newly acquired
subsidiary undertakings are incorporated into the consolidated
financial statements on the basis of the fair value as at the
effective date of control,

Intercompany transacticns, balances and unrealised gains
on transactions between Croup companies are eliminated
cn consolidation.

Associates

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor aninterestin a

jeint venture. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but is
not control or jeint control over those policies. The results and
assets and liabilities of associates are incorporated in these
financial statements using the equity method of accounting.
Under the equity method, aninvestment in an assaciate is
recognised initially in the consolidated statement of financial
position at cost and adjusted thereafter to recognise the Group's
share of the profit or loss and other comprehensive income of
the associate. When the Group's share of losses of an associate
exceeds the Croup’s interest in that associate (which includes any
long-term interests that, in substance, form part of the Group’s
net investmentin the associate), the Croup discontinues
recognising its share of further losses. Additional losses are
recognised onty to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of

the associate. Dividends received or receivable from an associate
are recognised as a reduction in the carrying amount of

the investment.

Associated undertakings acquired during the year are recorded
using the equity method of accounting and their results are
included from the date of acquisition. On acquisition of the
investment in an associate, any excess of the cost of the
investment over the Group’s share of the net fair value of the
identifiable assets and liabilities of the investee is recognised as
goodwill, which is included within the carrying amount of the
investrent. Any excess of the Group's share of the net fair value
of the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately in
profit or loss in the period in which the investment is acguired.
The Group's share of the net fair valiie of identified intangible
assets isamortised over the expected useful economic Life of
the assets.

The requirements of IAS 36 are applied to determine whether it is
necessary to recognise any impairment loss with respect to the
Group'sinvestment in an associate. When necessary, the entire
carrying amount of the investment {including goodwill) is tested
for impairment in accordance with 1AS 36 as a single asset by
comparing its recoverable amount (higher of value in use and
fair value less costs of disposal) with its carrying amount.

When a Group company transacts with an associate of the Group,
profits and losses resulting from the transactions with the
associate are recognised only to the extent of interests in the
associate that are not related to the Croup.

Revenue

Revenue comprises sales of goods to customers outside the
Croup less an appropriate deduction for actual and expected
returns, discounts and loyalty scheme vouchers, andis stated net
of value added tax and other sales taxes. Revenue is recognised
when performance obligations are satisfied and goods are
delivered to our franchise partners or the customer and the
control of goods is transferred to the buyer. Ontine sales are
recegnised when items are delivered, as this is when the
performance obligation is deemed to have been satisfied.

Aright of return is not a separate performance obligation and
the Group is required to recognise revenue net of estimated
returns. Arefund liabitity and a corresponding asset in inventory
representing the right to recover products from the custemer
arereccgnised.
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The Group enters intc agreements which entitle other parties
to operate under the Marks & Spencer brand name for certain
activities and operations, such as M&S Bank and M&S Energy.
These contracts give rise to performance-based variable
consideration. Income dependent on the performance of the
third-party cperations is recognised when it is highly probable
that a significant reversal in the amount of income recognised
will not oceur, and presented as other operating income.

Supplierincome

Inline with industry practice, the Group enters into agreements
with suppliers to share the costs and benefits of promotional
activity and volume growth. The Group receives income fromiits
suppliers based on specific agreements in place. This supplier
income received is recognised as a deduction from cost of sales
based on the entitlernent that has been earned up to the balance
sheet date for each relevant supplier agreement. Marketing
contributions, equipment hire and other non-judgementat,

fixed rate supplier charges are not included inthe Group's
definition of supplier income.
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The types of supplier income recognised by the Croup and the
associated recognition policies are:

A.Promotional contribution Includes supplier contributions to
promotional giveaways and pre-agreed contributions to annual
“spend and save” activity.

Income is recognised as a deduction to cost of sales over

the relevant promotional period. Incorme is calculated and
invoiced at the end of the promoticnal period based on actual
saltes or according to fixed contribution arrangements.
Contributions earned but not invoiced are accrued at the end
of the relevant period.

B. Volume-based rebates Includes annual growth incentives,
seasonal contributions and contribbutions to share economies of
scale resulting from moving product supply.

Annual growth incentives are calculated and invoiced at the end
of the financial year, once earned, based on fixed percentage
growth targets agreed for each supplier at the beginning of the
year. They are recognised as areduction in cost of sales in the
year to which they relate. Other volume-based rebates are
agreed with the supplier and spread over the relevant season/
contract period to which they relate, Contributions earned but
not invoiced are accrued at the end of the relevant period.

Uncoliected supplier income at the balance sheet date s
classified within the financial statements as follows:

A, Trade and other payables The majonty of income due from
suppliers is netted against amounts owed to that supplier asthe
Group has the legal right and intention to offset these balances.

B. Trade and other receivables Supplier income that has been
earned but not invoiced at the balance sheet dateis recognised
in trade and other receivables and primarily relates to volume-
based rebates that run up to the period end.

In order to provide users of the accounts with greater
understanding in this area, additiona! balance sheet disclosure
is provided in note 17 to the financial statements.

ME&S Bank

The Group has an economic interest in M&S Bank which entitles
the Groupto a 50% share of the profits of M&S Bank after
appropriate contractual deductions.

Dividends

Final dividends are recorded in the financial staternents in
the period inwhich they are approved by the Company’s
shareholders. Interim dividends are recorded in the period in
which they are approved and paid.

Government grants

Covernment grants are recognised where there is reasonable
assurance that the grants will be received and that the Croupwitl
comply with the conditions attached to them.

Government grants that compensate the Group for expenses
incurred are recognised in profit or loss, as a deduction against
the related expense, over the periods necessary to match them
with the related costs.

Government grant income is disclesed in note 30.

Pensions

Funded pension plans are in place for the Group's UK employees
and some overseas employees.
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For defined benefit pension schemes, the difference between
the fair value of the assets and the present value of the defined
benefit obligation is recognised as an asset or Lability inthe
statement of financial position. The defined benefit abligation is
actuarially calculated using the projected unit credit method.
An asset can be recognised asin the event of a plan wind-up, the
pension scheme rules provide the Croup with an unconditional
right to a refund of surplus assets assuming a full settlement of
plan liabilities. In the ordinary course of business, the Trustees
have no rights to wind-up, or change, the benefits due to the
members of the scheme. As a result, any net surplus in the UK
defined benefit (DB) scheme is recognised in full.

The service cost of providing retirernent benefits to employees
during the year, together with the cost of any curtailment, is
charged to operating profit in the year. The Group no longer
incurs any service cost or curtailment costs related to the UK
DB pensicn scheme as the scheme is closed to future accrual.

The net interest cost on the net retirement benefit asset/liability
is calculated by applying the discount rate, measured at the
beginning of the year, to the net defined benefit asset/liability
and is included as a single net ameunt in finance income.

Remeasurements, being actuarial gains and losses, together with
the difference between actual investment returns and the return
implied by the net interest cost, are recaognised immediately in
other comprehensive income.

Payrments to defined contribution retirement benefit schemes
are charged as an expense on an accruals basis.

For further details on pension schemes and the partnership
liability to the Marks & Spencer UK Pension scheme, see notes 11
and 12.

Intangible assets

A. Goodwill Goodwill arising on consolidation represents the
excess of the consideration paid and the amount of any non-
controling interest in the acquiree over the fair value of the
identifiable assets and liabilities (including intangible assets)

of the acquired entity at the date of the acguisition. Coodwillis
recognised as an asset and assessed for impairment annually or
as triggering events occur. Any impairment in value is recognised
within the income statement.

B. Acquired intangible assets Acquired intangible assets include
tradermarks or brands. These assets are capitalised on acquisition
at cost and amortised on a straight-tine basis over their estimated
useful lives.

Acguired intangible assets are tested for impairment as
triggering events occcur. Any impairment in value is recognised
within the income statement,

C.Softwareintangibles Where computer software isnot an
integral part of a related item of computer hardware, the
software is treated as an intangible asset. Capitalised software
costsinclude external direct costs of goods and services, as well
as internal payroll-related costs for employees who are directly
associated with the project.

Capitalised software development costs are amortised on a }
straight-line basis aver their expected economic lives, normatly '
between 3 and 10 years. Computer software under development

is held at cost less any recognised impairment loss. Any

mpairmentin vatue is recognised within the income statement.
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Property, plant and equipment

The Croup’s policy is to state property, plant and equipment

at cost less accumulated depreciation and any recoegnised
impairment loss. Property is not revalued for accounting
purposes. Assets in the course of construction are held at cost
less any recognised impairment Lloss. Cost includes professionat
fees and, for qualifying assets, borrowing costs. Leasehold
buildings with lease premiums and cngoing peppercorn lease
payments are considered in-substance purchases and are
therefore included within the buildings category of praperty,
plant and equipment.

Depreciationis provided to write off the cost of tangible
non-current assets (including investment properties), less
estimated residual values on a straight-line basis as follows:

- Freehold land - not depreciated.

- Buildings - depreciated to their residual value over their
estimated remaining economic lives of 25-50 years.

- Fixtures, fittings and equipment -3 to 25 years according to
the estimated economic ife of the asset.

Residual values and useful economic lives are reviewed annually.
Depreciationis charged on all additions to, or disposals of,
depreciating assetsin the year of purchase or disposal.

Any impairment in value, or reversal of an impairment,
isrecognised within the income staternent.

Leasing

The Group recognises a right-of-use asset and corresponding
liability at the date at which a leased asset is made available for
use by the Group, except for short-term leases (defined as leases
with a lease term of 12 months or less) and leases of low-vatue
assets. Forthese leases, the Group recognises the lease
payments as an operating expense on a straight-line basis over
the term of the lease.

Lease liabilities are measured at the present value of the future
lease payments, excluding any payments relating to non-lease
components. Future lease payments include fixed payments,
in-substance fixed payments, and variable lease payments
that are based on anindex or arate, less any lease incentives
receivable. Lease liabilities also take into account arnounts
payable under residual value guarantees and payments to
exercise options to the extent that it is reasonably certain that
such payments will be made. The payments are discounted at
the rate implicit in the lease or, where that cannot be readily
determined, at an incrementat borrowing rate.

Right-of-use assets are measured initially at cost based on

the value of the associated lease liability, adjusted for any
payments made before inception, initial direct costs and an
estimate of the dismantling, removal and restoration costs
required in the terms of the lease. The Group presents right-of-
use assets in ‘property, plant and equipment’in the consolidated
staternent of financial position.

Subsequent to initial recognition, the lease liability is reduced

for payments made and increased to reflect interest on the lease
liability (using the effective interest method). The related right-of-
use asset is depreciated over the term of the lease or, if shorter,
the useful economic life of the leased asset. The tease term shall
include the period of an extension option where it is reasonably
certain that the option will be exercised. Where the lease contains
a purchase option the asset is written off over the useful life of
the asset when it is reasonably certain that the purchase option
will be exercised.

The Group remeasures the lease liability (and makes a
corresponding adjustment to the related right-of-use
asset) whenever:

- The lease term has changed or thereis achangeinthe
assessment of exercise of a purchase option, inwhich case the
lease liabilityis remeasured by discounting the revised lease
payments using a revised discount rate.

- Thelease payments change due to changesin an index or
rate or a change in expected payment under a guaranteed
residual value, in which cases the lease liability is remeasured
by discounting the revised lease payments using the initial
discount rate (unless the lease payments changeisduetoa
changein a floating interest rate, in which case a revised
discount rateis used).

- Alease contract is modified and the lease modification 1s not
accounted for as a separate lease, in which case the lease
Liability is remeasured by discounting the revised lease
payments using a revised discount rate.

Leases for which the Group is a lessor are classified as finance or
operating leases. Alease is classified as afinance leaseifit
transfers substantially all the risks and rewards of ownership

to the lessee and classified as an operating leaseif it does not.
When the Croup is an intermediate lessor, it accounts for the head
lease and the sub-lease as two separate contracts. The sub-lease
is ctassified as a finance or operating lease by referenceto the
right-of-use asset arising from the head lease.

Amounts due from lessees under finance leases are recognised
as receivables at the amount of the Group’s net investmentin the
leases. Finance lease income is allocated to accounting periods
so as to reflect a constant periodic rate of return on the Group’s
net investment in the lease. Rental income from operating
leases is recognised on a straight-line basis over the term of the
relevant lease.

Cash and cash equivalents

Cash and cash equivalents includes short-term deposits
with banks and other financial institutions, with an initial
maturity of three months or less and credit card payments
received within 48 hours. Bank transactions are recorded on
their settlement date.

Inventories

Inventories are valued on a weighted average cost basis and
carried at the lower of cost and net realisable vatue. Costincludes
all direct expenditure and other attributable costs incurred in
bringing inventeories to their present location and condition.
Allinventories are finished goaods. Certain purchases of
inventories may be subject to cash flow hedges for foreign
exchange risk. The initial cost of hedged inventory is adjusted by
the associated hedging gain or loss transferred from the cash
flow hedge reserve ("basis adjustment”).
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Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that the
Group will be reguired to settle that obligation. Provisions are
measured at the best estimate of the expenditure required to
settle the obligation at the end of the reporting period, and are
discounted to present value where the effect is material.

Share-based payments

The Group issues equity-settled share-based payments to
certain employees. Afair value for the equity-settled share
awards is measured at the date of grant. The Group measures
the fair value of each award using the Black-Scheles model
where appropriate.

The fair value of each award is recognised as an expense over
the vesting period on a straight-line basis, after allowing for an
estimate of the share awards that will eventually vest. The level
of vesting is reviewed at each reporting period and the chargeiis
adjusted to reflect actual and estimated levels of vesting.
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Foreign currencies

The financial statements are presented in sterling which is the
Company's funchional currency.

The results of overseas subsidiaries are translated at the weighted
average of monthly exchange rates for revenue and profits,

The staterments of financial position of overseas subsidiaries are
translated at year-end exchange rates. The resulting exchange
differences are bocked into reserves and reported in the
consolidated statement of comprehensive income, On disposal
of an overseas subsidiary the related cumulative translation
differences recognised in reserves are reclassified to profitor
loss and are recognised as part of the gain or loss on disposal.

Transacticns denominated in foreign currencies are translated
at the exchange rate at the date of the transaction. Foreign
currency monetary assets and liabilities held at the end of the
reporting period are translated at the closing balance sheet rate,
The resulting exchange gain or loss is recognised within the
income staterment.

Taxation

Tax expense comprises current and deferred tax. Tax is
recognised in the income statement, except to the extent thatit
relates toitems recognised in other comprehensive income or
directly in equity, in which case the related tax s recognised in
ather comprehensive income or directly in equity.

Provision is made for uncertain tax positions when it is considered
probable that there will be a future outflow of funds to a tax
authority. The provision is calcutated using the singte best
estimate where that outcomeis more likely thannot and a
weighted average probability in other circumstances. The
position is reviewed on an ongeing basis, to ensure appropriate
provision is made for each known tax risk.

Deferred tax is accounted for using a temporary difference
approach, and is the tax expected tc be payable or recoverable
on temporary differences between the carrying amount of
assels and liabilities in the statement of financial position and the
corresponding tax bases used in the computation of taxable
profit. Deferred tax s calculated based on the expected manner
of realisation or settlement of the carrying amount of assets and
liabitities, applying tax rates and laws enacted or substantively
enacted at the end of the reparting period.

Deferred tax liabilities are generaltly recognised for all taxable
ternporary differences. Deferred tax liabilities are recognised

for taxable temporary differences arising on investments in
subsidiaries, associates and joint ventures, except where the
reversal of the temporary difference can be controlled by the
Group and itis probable that the difference will not reverse in the
foreseeable future. In addition, deferred tax Liabilities are not
recognised on temporary differences that arise from goodwill
which is not deductible for tax purposes,

Deferred tax assets are recognised to the extent that itis
probable that taxable profits will be availakle against which the
deductible temporary differences can be utilised. The carrying
amount of deferred tax assetsis reviewed at the end of each
reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow
all or part of the asset to be recoverad.

Deferred tax assels and tabilities are not recognised in respect of
temporary differences that arise on initial recognition of assets
and liabilities acquired other than in a business combination.
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Financial instruments

Financial assets and liabilities are recognised in the Group's
staternent of financial position when the Croup becomes a party
to the contractual provisions of the instrument. Financial assets
are initially classified as at fair value through profit and loss, fair
value through other comprehensive income or amortised cost
depending on the Group's business madel for managing the
financial asset and its cash flow characteristics. Financial assets
that are held for collection of contractual cash flows, where those
cash flows represent solely payments of principal and interast,
are measurad at amortised cost.

A, Trade and other receivables Trade receivables are recorded

initially at transaction price and subsequently measured at

amortised cost. This results in their recognition at nominal value

tess an atlowance for any doubtful debts. The allowance for

doubtful debts is recogrised based on management’s

expectation of losses without regard to whether an impairment |
trigger happened or not (an “expected credit loss” model).

B. Other financial assets Cther financial assets consist of
investments in unlisted equity securities and short-terrm
investments with a maturity date of over 90 days and are
classified as either fair value through other comprehensive
income (FVOCI) or fair value through profit and loss (FVPL).
Financial assets held at FVYOCI are initially measured at fair value,
including transacticon costs directly attributable to the acquisition
of the financial asset. Financial assets held at FYPL are initially
recognised at fair value and transaction costs are expensed.

For equity investments at FYOCI, gains or losses arising from
changes in fair value are recognised in other comprehensive
income until the security is disposed of, at which tirme the
cumulative gain or toss previously recognised in cther
comprehensive income and accumulated in the FVYOCl reserve
istransferred to retained earnings.

The Croup designated all non-listed equity investments not held
for trading as FVOC] oninitial recognition because the Group
intends to hold them for long-term strategic purposes.

Financial assets that do not meet the criteria for being measured
al amortised cost or FYCCY are measured at FYPL with gains and
losses arising from changes in fair value included in the income
statement for the period.

C. Classification of financial Liabilities and equity Financial
liabilities and equity instruments are classified according to
the substance of the contractual arrangements enteredinto.
Anequity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of

its liabilities.

D. Bank borrowings Interest-bearing bank loans and overdrafts
are initially recorded at fair value, which equals the proceeds
received, net of direct issue costs. They are subsequently held at
amortised cost. Finance charges, including premiums payable on
settlernent or redemption and direct issue costs, are accounted
for using an effective interest rate method and are added to or
deducted from the carrying amount of the instrument.

E.Loan notes Long-term loans are initially measured at fair value
net of directissue costs and are subsequently held at amortised
cost. If the loan is designated in a fair value hedge relationship,
the carrying value of the loan is adjusted for fair value gains or
losses attributable to the risk being hedged.

F. Trade payables Trade payables are recorded initally at fair
value and subsequently measured at amortised cost. Generally,
this results n their recognition at their nominal value.

G. Equity instruments Equity instruments issued by the
Group are recorded at the consideration received, net of direct
issue costs.
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Derivative financial instruments and hedging activities

The Group primarily uses interest rate swaps, cross-currency
swaps and forward foreign currency contracts to manage its
exposures to fluctuations in interest rates and foreign exchange
rates. These instruments are initially recognised at fair value
onthe trade date and are subsequently remeasured at their

fair value at the end of the reporting period. The method of
recognising the resulting gain or loss is dependent on whether
the derivative is designated as a hedging instrument and the
nature of the item being hedged.

The Group designates certain hedging derivatives as either:

— Ahedge of a highly probable forecast transaction or change
inthe cash flows of a recognised asset or liability (a cash flow
hedge), or

— Ahedge of the exposure to change in the fair value of a
recognised asset or liability (a fair value hedge).

At the inception of a hedging relationship, the hedging
instrument and the hedged itern are documented, along with

the risk management objectives and strategy for undertaking
various hedge transactions and prospective effectiveness
testing is performed. During the life of the hedging relationship,
prospective effectiveness testing is performed to ensure that

the instrurnent remains an effective hedge of the transaction.
Changes in the fair value of derivative financial instruments that
do not qualify for hedge accounting are recognised in the income
staterment as they arise.

In 2019/20, the Croup early adopted the Phase 1amendments
Interest Rate Benchmark Reform - Amendments to IFRS 9,1AS 39
and IFRS 7. These amendrments rmodify specific hedge accounting
requirements to allow hedge accounting to continue for affected
hedges during the period of uncertainty before the hedged items
or hedginginstruments affected by the current interest rate
benchmarks are amended as a result of the ongoing interest rate
benchmark reforms. The application of the amendments impacts
the Croup's acceunting in relation to a sterling denominated fixed
rate debt, for which it fair value hedge accounts using sterling
fixed to GBP LIBOR interest rate swaps. The amendrnents permit
continuation of hedge accounting evenif in the future the
hedged benchmark interest rate, GBP LIBOR, may no longer be
separately identifiable. However, this relief does not extend to the
requirement that the designated interest rate risk component
must continue to be retiably measurable. If the risk component

is no longer reliably measurable, the hedging relationship

is discontinued.

A, Cash flow hedges Changes in the fair value of derivative
financial instruments that are designated and effective as hedges
of future cash flows are recognised in other comprehensive
income. The element of the change in fair value which relates
tothe foreign currency basis spread is recognised in the cost

of hedging reserve, with the remaining change in fair value
recagnised in the hedging reserve and any ineffective portionis
recognised immediately in the income statement in finance costs.
If the firm commitment or forecast transaction that is the subject
of a cash flow hedge results in the recegnition of a non-financial
asset or liability, then, at the time the asset or liabitity is
recognised, the associated gains or losses on the derivative that
had previously been recognised in other comprehensive income
and accumulated in the cash flow hedge reserve are removed
directly from equity and included in the initial measurement of
the asset or liability. If the hedged item is transaction-related the
foreign currency basis spreadis reclassified to profit or loss

when the hedged item affects profit orloss. If the hedged item is
time-period related, then the amount accumulated in the cost of
hedging reserve is reclassified to profit or loss on a systematic
and rational basis. Those reclassified amounts are recognised in
profit or loss inthe same line as the hedged item. If the hedged

iterm is a non-financial item, then the amount accumulated inthe
cost of hedging reserve is removed directly from equity and
included in the initial carrying amount of the recognised
non-financial item.

For hedges that do not result in the recognition of an asset ora
liability, amounts deferred in the cash flow hedge reserve are
recognised in theincome statement in the same period in which
the hedged items affect net profit or loss.

B. Fair value hedges Changes in the fair value of a derivative
instrument designated in a fair value hedge are recognisedin the
income statement. The hedged itern is adjusted for changes in
fair value attributable to the risk being hedged with the
corresponding entryin the income statement.

Changes in the fair value of derivative financialinstruments that
do not qualify for hedge accounting are recognised in the income
statement as they arise.

C. Discontinuance of hedge accounting Hedge accountingis
discontinued when the hedge relationship ne longer qualifies for
hedge accounting. This includes when the hedging instrument
expires, is sold, terminated or exercised, or when occurrence of
the forecast transaction is na lenger highly prebable. The Group
cannot veluntarily de-designate a hedging relationship.

When a cash flow hedge is discontinued, any cumulative gain or
loss on the hedging instrument accumulated inthe cash flow
hedge reserve is retained in equity until the forecast transacticn
occurs. Subsequent changes in the fair value are recognisedin
the income statement. If a hedged transactionis nolonger
expected to occur, the net cumulative gain or loss accumulated
in the cash flow hedge reserve is transferred to the income
statermnent for the period.

When a fair value hedge is discontinued, the fair value adjustment
to the carrying amount of the hedged item arising from the
hedged risk is amortised to the income statement based on the
recalculated effective interest rate at that date.

The Group does not use derivatives to hedge income statemant
transiation exposures.

Reserves

The following describes the nature and purpose of each reserve
within equity:
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A.Share premium account Proceeds received in excess of the
nominal value of sharesissued, net of any transaction costs.

B. Capital redemption reserve Amounts transferred from share
capital on redemption or repurchase of issued shares.

C. Hedging reserve Cumulative gains and losses on hedging
instruments deemed effective in cash flow hedges.

D. Cost of hedging Cumulative gains and losses on the portion
excluded from the designated hedging instrument that relates to
changes in the foreign currency basis,

E. Other reserve Criginally created as part of the capital
restructuring that took place in 2002, It represents the difference
between the nominal value of the shares issued prior to the
capital reduction by the Company {being the carrying value of
the investment in Marks and Spencer plc) and the share capital,
share premium and capital redemption reserve of Marks and
Spencer pic at the date of the transaction.

F.Foreign exchange reserve Gains and losses arising on
retranslating the net assets of overseas operations into sterling.

G. Retained earnings All other net gains and losses and
transactions with owners (e.g. dividends) not recegnised elsewhere.
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Critical accounting judgements and key sources of
estimation uncertainty

The preparation of consolidated financial statements requires
the Group to make estimates and judgements that affect the
application of policies and reported armounts.

Critical judgements represent key decisions made by
management in the application of the Croup accounting policies
Where a significant risk of materially different outcomes exists
due to management assumptions or sources of estimation
uncertainty, this will represent a key source of estimation
uncertainty. Estimates and judgements are continually evaluated
and are based on historical experience and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances. Actual results may differ
from these estimates.

The estimates which have a significant risk of causing a material
adjustment to the carrying amount of assets and liabilities within
the next 12 months are discussed below,

Critical accounting judgements

Adjusting items

The directors believe that the adjusted profit and earnings per
share measures provide additional useful information to
shareholders on the performance of the business. These
measures are consistent with how business performance is
measured internally by the Board and Executive Committee.
The profit before tax and adjusting items measure is not a
recagnised profit measure under IFRS and may not be directly
comparable with adjusted profit measures used by other
companies. The classification of adjusting items requires
significant management judgement after considering the nature
and intentions of a transaction. The Group's definitions of
adjusting items are outlined within both the Croup accounting
policias and the Glossary. These definitions have been applied
consistently year on year, with additional items due to the
transition of the Sparks loyalty programme.

Nete 5 provides further details on current year adjusting items
and their adherence to Group policy.

UK defined benefit pension surplus

Where a surplus on a defined benefit scheme arises, the rights

of the Trustees to prevent the Croup obtaining a refund of that
surplus in the future are considered in determining whether it is
necessary to restrict the amount of the surplus that i1s recognised
The UK defined benefit scheme is in surplus at 3 April 2021. The
directors have made the judgement that these amounts meet
the requirements of recoverability on the basis that paragraph
(b} of IFRIC 14 applies, enabling a refund of surplus assuming
the gradual settlement of the scheme liabilities over time until all
members have left the scheme, and a surplus of £639 2m has
been recognised.

Assessment of control

The directors have assessed that the Group has significant
influence over Ocado Retail Limited and has therefore accounted
for the investment as an associate {see note 29). This assessment
is based on the current rights held by the respective shareholders
and requires judgementin assessing these rights. These rights
include determinative rights currently held by Ocadeo Croup Plc,
after agreed dispute-resolution procedures, in relation to the
approval of the Ocado Retail Limited business plan and budget
and the appointment and removal of Ocado Retaill Limited's
Chief Executive Officer. Any future change to these rights
reguires a reassessment of control and could resuit in a change

in the status of the investment from associate to joint venture,
subsidiary orinvestment.
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Determining the lease term

The Croup determines the lease term as the non-cancellable
term of the lease, together with any periods covered by an option
tc extend the lease if itis reasonably certain to be exercised, or
any periods covered by an option to terminate the lease if it is
reasonably certain not to be exercised.

The Group has several lease contracts for land and buildings that
include extension and termination options. The Group applies
judgement in evaluating whether it is reasonably certain whether
or not to exercise the option to renew or terminate the lease.

That is, it considers alt retevant factors that create an economic
incentive for it to exercise either the renewal or termination,
including: whether there are significant penalties to terminate {or
not extend), whether any leasehold improvernents are expected
to have a significant remaining value; histarical lease durations;
the importance of the underlying asset to the Group’s opearations;
and the costs and business disruption reguired ta replace the
leased asset.

Most renewal periods and periods covered by termination
options are included as part of the lease term forleases of tand
and buildings. The Croup typicalty exercises its opticn to renew
(or does not exercise its option to terminate) for these leases
because there will be a significant negative effect on trading

If a replacement property is not readily available.

The lease term is reassessed if a significant event or a significant
change in circumstances occurs which affects the assessment of
reasonable certainty, for example if a store is identified to be
closed as part of the UK store estate strategic programme.

Determining whether forecast purchases are highly probable

The Groupis exposed to foreign currency risk, most significantly
to the US dollar as a result of sourcing Clothing & Home products
from Asia which are paid for predaminantly in US dollars.

The Group hedges these exposures using forward foreign
exchange contracts and hedge accounting is applied when the
reguirements of IFRS 9 are met, which include that a forecast
transaction must be "highly probable”

The Group has applied judgement in assessing whether farecast
purchases are "highly prabable™ In making this assessment,

the Croup has considered the most recent budgets and plans.
The Croup's policy is a “layered” hedging strategy where only a
smail fraction of the forecast purchase requirements are initially
hedged, approximately 15 months prior to a season, with
incremental hedges layered on over time as the buying period
for that season approaches and therefore as certainty ncreases
over the forecast purchases. As a result of this progressive
strategy, a reduction in the supply pipeline of inventory does not
immediately lead to over-hedging and the disqualification of
“highly probable” If the forecast transactions were no longer
expected to occur, any accumulated gamn or loss on the hedging
nstruments would be immediately reclassified to profit or loss.

Last year,a £2.9m gain was recognised in the income statement
as a result of US$76.6m notional forecast purchases no longer
being expected to occur, There was no such occurrence in the
current year.

During the year, the settlement of certain forecast purchases
were delayed as a result of the Covid-19 pandemic and, as a
result, the deferred fair value of the applicable forward foreign
exchange contracts has been retained in reserves to be recycled
inline with the delayed forecast purchases. As discussed above,
due to our progressive hedging strategy, this delay does not
affect the qualification of “highly prebable” At 3 April 2021, the
Group had £4.0m of deferred fair value retained in the cash flow
hedge reserve which will be released over the first half of 2021/22.
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Key sources of estimation uncertainty
UK store estate programme

The Group is undertaking a significant strategic programme to
review its UK store estate resulting in a net charge of £35.3m
(last year: £29.3m)in the year. A significant level of estimation
hasbeen used to determine the charges to be recognisedin the
year. The most significant jucgement that impacts the charge is
that the stores identified as part of the programme are more
likely than not to close. Further significant closure costs and
impairment charges may be recorded in future years depending
on decisions made about further store closures and the
successlul delivery of the transformation programme.

Where a store closure has been announced there is a reduced
level of estimation uncertainty as the programme actions are
to be taken over a shorter and more immediate timeframe.
Further significant estimation uncertainty arises in respect of
determining the recoverable amount of assets and the costs to
be incurred as part of the programme. Significant assumptions
have been made including:

- Reassessment of the useful lives of store fixed assets and
closure dates.

- Estimation inrespect of the expected shorter-term trading
valuein use, including assumptions with regard to the period of
trading as well as changes to future sales, gross margin and
operating costs.

- Estimation of the sale proceeds for freehold stores which
is dependent upon location-specific factors, timing of
likely exit and future changes to the UK retail property
market valuations.

- Estimation of the value of dilapidation payments required
for leasehold store exits, which is dependent on a number
of factors including the extent of modifications of the store,
the terms of the lease agreement, and the condition of
the property.

The assumptions most likely to have a materialimpact are
closure dates and changes to future sales. See notes 5and 15
for further detail.

Useful lives and residual values of property, plant and
equipment and intangibles

Depreciation and amortisation are provided to write down the
cost of property, plant and equiprnent and certain intangibles to
their estimated residual values over their estimated useful lives,
as set out above. The selection of the residual values and useful
lives gives rise to estimation uncertainty, especially in the context
of changing economic and market factors, the channel shift from
stores to online, increasing technological advancement and the
Group’s ongoing strategic transformation programmes. The
useful lives of property, plant and equipment and intangibles are
reviewed by managerment annually. See notes 14 and 15 for
further details. Refer to the UK stcre estate programme section
above for specific sources of estimation uncertainty inrelation

to the useful lives of property, plant and equipment for stores
identified as part of the UK store estate programme. Due to the
nature of the Group's property, plant and equipment, it is not
practicable to provide a meaningful sensitivity analysis.

Impairment of property, plant and equipment and intangibles

Property, plant and equipment and computer software
intangibles are reviewed for impairment if events or changesin
circumstances indicate that the carrying amount may not be
recoverable. Coodwill and indefinite Ufe brands are reviewed for
impairment on an annual basis. When a review for impairment is
conducted, the recoverable amount is determined based on the
higher of value in use and fair value tess costs to sell. The value
in use method requires the Group to determine appropriate
assumptions inrelation to the cash flow projections over the
three-year strategic plan period (whichis a key source of
estimation uncertainty), the leng-term growth rate to be applied
beyond this three-year period and the risk-adjusted pre-tax
discount rate used to discount the assumed cash flows to present
value. See notes 14 and 15 for further details on the Group's
assumptions and associated sensitivities.

The assumption that cash flows continue into perpetuity (with
the excepticn of storesidentified as part of the UK store estate
programme)is a source of significant estimation uncertainty.

A future change to the assumption of trading into perpetuity for
any Cash-Cenerating Unit (CCU) would result in a reassessment
of useful economic lives and residual value and could give rise to
asignificantimpairment of property, plant and equipment

and intangibles, particularly where the store carrying value
exceeds fair value less cost to sell. Due to the nature of the
Group's property, plant and equipment, it is not practicable to
provide a meaningful sensitivity analysis for this source of
estimation uncertainty.

Inventory provisioning

The Group assesses the recoverability of inventories by applying
assumptions around the future saleability and estimated

selling prices cof items. At 28 March 2020, the Group recorded a
write-down of £157 0m, based on the estimated impact of trade
restrictions introduced in response to the Covid-19 pandemic.
Performance during 2020/21 has exceeded the estimates made
at last year end and the Group has updated the assumptions
regarding future performance. As a result, and supported by the
certainty provided by vaccines and a clear government Covid-19
re-emergence strategy, a net release of £101.6m of this provision
has been recognised in the period. See note 5 for further details
on the assumptions and associated sensitivities.
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Post-retirement benefits

The determination of pension net interest income and the
defined benefit obligation of the Group's defined benefit pension
schemes depends on the selection of certain assumptions

which include the discount rate, inflation rate and mortality rates.
Differences arising from actual experiences or future changes in
assumptions will be reflected in subsequent periods. The fair
value of unguoted investments within total plan assets is
estimated with consideration of fair value estimates provided

by the manager of the investrment or fund. See note 11 for

further details on theimpact of changes in the key assumptions
and estimates.
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2 SEGMENTAL {NFORMATION

IFRS & Operating Segments requires aperating segments to be identified on the basis of internal reporting on components of
the Group that are regularly reviewed by the chief operating decision-maker to allocate resources to the segments and to assess
their performance.

The chief operating decision-maker has been identified as the Executive Committee. The Executive Committee reviews the Group's
internal reporting in order to assess performance and allocate resources across each operating segment.

The Group's reportable operating segments have therefore been identified as follows:

- UK Clothing & Home - comprises the retailing of womenswear, menswear, tingerie, kidswear and home products through UK retail
stores and online.

—~ UK Food - includes the results of the UK retail food business and UK Food franchise operations, with the following five main
categories: protein deli and dairy; produce; ambient and in-store bakery, meals, dessert and frozen; and hospitality and ‘Food on
the Move’; and direct sales to Qcado Retail Limited.

- International - consists of Marks and Spencer owned businesses in Europe and Asia and the international franchise operations.
- Ocado -includes the Croup’s share of praofits or lesses from the investment in Ocado Retail Limited.

The Qcado operating segment has been identified as reportable in the current period based onthe quantitative thresholds in IFRS 8.
As the Group's reportable segments have changed, the comparative information has been restated.

Other business activities and operating segments, including M&S Bank and M&S Energy, are combined and presented in "All other
segments”. Finance income and costs are not allocated to segments as each is managed on a centralised basis.

The Executive Committee assesses the performance of the operating segments based on a measure of operating profit before
adjusting items. This measurement basis excludes the effects of agjusting items from the cperating segments

The following is an anatysis of the Croup’s revenue and results by reportable segment:

53 weeks ended 3 April 2021

52 weeks ended 28 Maren 2020
UK UK

Clothing & All other Clothing & Allother
Home UKFood International Qcado segments Group Homea UKFood International Ccado  segments Group
£m £m Em Em £m Em m fm £m £m im £m

Revenue before
adjusting items’ 2,239.0 6,138.5 789.4 - - 9,166.9 32091 60282 9446 - - 10,818
Operating (loss)/
profit before
adjusting items? (130.8) 2286 44 784 1.9 2222 2239 2367 ne7 26 16.8 5907
Finance income
befare adjusting
items 574 44.0
Finance costs before
adjusting items (229.3} (231.6)
(Loss)/profit
before taxand
adjusting items (130.8) 2286 441 784 1.9 50.3 2239 2367 noez 26 168 4037
Adjusting items (259.7) {335.9)
(Loss)/profit
before tax (130.8) 2286 44.1 78.4 1.2 (209.4) 2239 2367 noes 26 16.8 67.2

1 Revenueisstated priortoadjust ngitemsof £11 2m(see note 5)
2 Operat ng{loss)/profit befare ad usung itemss stated as grass profit less operating costs prior ko adjustivg items At reportable segrment levelcosts are allocated where directly
attributaole or based onanapproprate cost dr ver “or the cast
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2 SEGMENTAL INFORMATION CONTINUED

Other segmental information

53 weeks ended 3 April 2021 52 weeks ended 28 March 2020
UK ok
Clothing & Allother Clothing & Allother
Home UKFood International Ocado segments Group Home UKFood International Ocado  segments Croup

£m £m £m £m £m £m fm £m £m Em Lm Em
Additions to
property, plant
and equipment,
and intangible
assets (excluding
gondwill and
right-of-use assets) 50.5 105.0 6.8 - - 1623 1665 1701 157 — - 3523
Depreciation and
amortisation®? (312.3) (259.4) (25.1) - - (596.8) (3506) (2834) (34.6) - - (668.6)
Impairment charges,
impairment reversals
and asset write-offg (155.1) (34.9) 4.7 - - {1947) (699) (45.3) (10.3) - -  (1255)

1 Thesecosisare allocated toareportable segment where they are directly atLributable. Where costs are not directly attributable, a prapartional allecalion s made Lo each segment
basedonanaopropriate cost driver

2 Includes £0 3m{last year £nilydepreciation charged onthenvestment property

Segment assets and liabilities, including investments in associates and joint ventures, are not disclosed because they are not reported

to or reviewed by the Executive Committee.

3 EXPENSE ANALYSIS
202 2020
Total Total
£m Erm
Revenue 9,155.7 10,181.9
Cost of sales S (6,244.1) (6,746.5)
Gross profit - 2,911.6 34354
Selling and administrative expenses (3,018.9) (3,225.2)
QOther operating income 12.4 588
Share of results of Gcado Retail Limited . o o 64.2 (14.2)
Operating (loss)/profit (30.7) 2548

The figures above include revenue adjusting item charges of £11.2m {last year: Enil} and operating profit adjusting item charges of
£241.7m (Last year: £335.9rm), totatling £252 9m (last year: £335.9m) adjusting item charges within operating (loss)/profit.

The £252.9m (last year: £335.9m) adjusting items charges for the year (see note 5) are further analysed against the categories of
revenue (£11.2m; Last year: £nil), cost of sales (£86.3m gain; last year: E157.0m charge), selling and administrative expenses (£313.8m; last
year: £188.8m), other operating income (Enil; last year: £26.7m) and share of results of Ocado Retail Limited (£14.2rm; last year: £16.8m).

The selling and administrative expenses are further analysed below:

202) 2020
Total Tolal

£m £m

Employee costs? 1,339.1 14343
QOccupancy costs 2239 3525
Repairs, renewals and maintenance of property 95.8 81.0
Depreciation, amortisation and asset impairments and write-of fs? 7917 7724
Other costs B o _ ) ) o 568.4 585.0
Selling and administrative expenses 3,018.9 3,225.2

1 Ihereareanadditional £68 8m(last year £53 Im)employee costs recorded withincost of sales These costs are ncluded withinthe aggregate remuneration disclosures in note 10A
2 Includes furlough incame (see note 30)

3. Includes £0 3m{lasl year £mil) depreciation charged onthe investment property

Adjusting iterns categorised as selling and administrative expenses are further analysed as employee costs £100.4m (last year £23.1m),
occupancy costs £6.1m (last year: release £25.2m); depreciation, amortisation and asset impairments/reversals and write-offs £188.6m
(last vear: £139.9m); and cther costs £18 7m (last year: £51.0m).
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

4 (LOSS)/PROFIT BEFORE TAXATION

The following items have been included in arriving at (loss)/profit before taxation:

2021 2020
Em £m
Net foreign exchange gains 29 ()]
Cost of inventories recognised as an expense 5,427.6 5,762.3
Write-down of inventories recognised as an expense n7.0 389.0
Depreciation of property, plant and equipment
—ownad assets' 323 3292
-right-of-use assets 1531 174 6
Amortisation of intangible assets 131.6 164.8
impairments and write-offs of intangible assets and property, pltant and equipment 252.0 149.4
Impairment reversals of property, plant and equipment (73.1) (580
Impairrnents of right-of-use assets 52.7 84.4
Impairment reversals of right-of-use assets (36.9) (50.2)

1 Includes £0 3 (lastyear fndepreciation charged on tha investment property

Included in administrative expenses is the auditor's remuneration, including expenses for audit and non-audit services, payable to the

Company’s auditor Deloitte LLP and its associates as follows,

2021 2020

£m m
Annual audit of the Company and the consolidated financial statements 1.6 14
Audit of subsidiary companies 0.6 0.6
Total audit fees 2.2 2.0
Audit-related assurance services 0.2 0.2
Transaction-related services - 05
Total non-audit services fees 0.2 Q7
Total audit and non-audit services 24 27
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5 ADJUSTING ITEMS

The total adjusting items reported for the 53-week period ended 3 Aprit 2021is a net charge of £259.7m (Last year: £335.9m).
The adjustments made to reported profit before tax to arrive at adjusted profit are:

2021 2020
Notes £m £m
Included in revenue
Sparks loyalty programme transition {11.2) -
{11.2) -
Included in operating profit
Strategic programmes —Qrganisation 15,22 (123.7) (13.8)
Strategic programmes - UK store estate! 15,22 (95.3) (29.3)
Strategic programmes —international store closures and impairments 22 (3.6) (2.2)
Strategic programmes —UK logistics 15,22 {2.2) (10.2)
Strategic programmes —Operational transfarmation - (11.6)
Strategic programmes —Changes to pay and pensions 22 - (2.9)
Strategic programmes —{T restructure 22 - (0.4)
Directly attributable gains/lexpenses) resulting from the Covid-19 pandemic' 90.8 (166.5)
Intangible assetimpairments 14 (79.9) (13.4)
Store impairments, impairment reversals and other property charges' 15,22 6.9 (78.5)
Amortisation and fair value adjustments arising as part of the investment in
Ocado Retail Limited (14.2) {16.8)
Sparks loyalty programme transition (5.4} -
M&S Bank charges incurred inrelation to insurance mis-selling and Covid-19 forward
economic guidance provision (2.4} (126)
Establishing the investment in Ocado Retail Limited (L)) (1.2)
CMP and other pension equalisation 1 (1.0) -
Other - 235
(241.7) (335.9)
Included in net finance costs "
Remeasurement of contingent consideration including discount unwind (6.8) 2.9 E
Directly attributable gains/(expenses) resulting from the Covid-19 pandemic!? - 29 £
(6.8) - E
W
a
Adjustments to profit before tax {259.7} (335.9) g
1 Gansflexpenses) directly attnbutable tothe Covid-19 pandemic in the current and prior year are presented below, Lhis includes the resulting incrementalimpairment charge %

disclosed withinthe strategic programmes abave related to the UK store estate, UK stareimpairments, Internaltional store impairments and the impairment of per una goodwilt.

2021 2020

£m fm

Directly attributable gans/{expenses) resyiting from the Covid-19 pandemic-included in operating profit 80.8 {166.5)
Directly attributable gams/{exoenses} resutting from the Covid-19 pandermic—included n net finance costs? - 29
UK store estate imoairment s - (M 8&)
Store impairments - {242
Coodwllimparrment —per una - (134
Total Covid-19 gainsf{charges) 90.8 {212 8)

2 The2019/20 ganfor Directly atlrnbutable gains/{expenses) resulting from the Covid-12 pandemic wathin net finance costs1sa£2 9mganrelaling to forecast purchases na longer
expecled Lo oLcur
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

S ADJUSTING ITEMS CONTINUED

Strategic programmes —Organisation (£133.7m)

During 2020/21, the Group announced a commitment to
integrate more flexible management structuresinto store
operations as well as streamline the business at store and
management levelin the UK and Republic of Ireland as part

of the ‘Never the Same Again’ transformation. As part of the
transformation, the Group has incurred £9.5m of consultancy
costs. The changes have resulted in a reduction of ¢.8,200 roles
across central support centres, regional management and stores,
with a charge of £89.7m recognised in the period primarily for
redundancy costs associated with these changes. The majority
of the charges have been settled during 2020/21, with a provision
being held on the balance sheet for the remaining charges

The provision is expected to be fully utilised during 2021/22,

with no further significant charges anticipated.

During 2016/17, the Group announced a wide-ranging strategic
review across a number of areas of the business which included
UK organisation and the programme to centralise our London
Head Office functions into one buillding. A further £24 5m of
costs have been recognised in the period associated with
centralising the Croup's Londan Head Office functions, with a
£9.7m charge relating to the sub-let of previously closed offices.
£14 8m of these charges relate to closure costs to further
consolidate our London Head Office functions as announced
in February 2021. Total costs of centralising our London Head
Office functions into one building incurred to date are ¢.£98m.
Any future charges will relate to the updating of assumptions
and market fluctuations over the life of the sub-let lease.

These costs are reported as adjusting items on the basis that they
are significant in quantum, relate to a strategic inftiative focused
on reviewing our organisation structure and to aid comparability
from one percd to the next. The treatment as adjusting items is
consistent with the disclosure of costs for similar restructuring
and centralisation programmes previously undertaken.

Strategic programmes - UK store estate (£95.3m)

In November 2016, the Group announced a strategic programme
to transform the UK store estate with the overall objective to
improve our store estate to better meet our customers needs
The Group has incurred charges of £562.3m up to March 2020
under this programme primarily relating to closure costs
associated with stores identified as part of the strategic
transformation plans.

While Covid-19 has continued to impact the Croup's day-to-day
operations, the Croup has experienced a significant channel shift
from stores to ontine. The pandemic has driven a much faster and
more acute switch to online, accelerating the Group's ambition

to now achieve a Clothing & Home online sales mix of at (east
40% aver the next three years. This acceleration in channet shift
has required the Croup to revise the UK store estate strategic
programme in order to ensure the estate continues to meet our
customers needs. As a result, the programme has been further
accelerated with additional storesidentified as part of the
transfermation, extending the length to 10 years. Coupled with
this, the Group is identifying opportunities to unlock value from
the estate through redevelopments and new site acquisitions,
with charges and gains associated with these activities now
inciuded within the UK store estate programme.

The Croup has recognised a charge of £95.3m inthe year
inrelation to those stores identified as part of the revised
transformation plans. The charge primarily reflects a revised view
of latest store exit routes and assumptions underlying estimated
store closure costs in response to the unanticipated acceleration
in channel shift experienced as a result of the pandemic. The
charge primarily relates to impairment of buildings and fixtures
and fittings, and depreciation as a result of shortening the useful
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economic life of stores based on the latest approved exit routes.
Refer to notes 15 and 22 for further detail on these charges.

Further material charges relating to the closure and
reconfiguration of the UK store estate are anticipated over the
next 10 years as the programme progresses, the quantum of
whichis subject to change throughout the programme period as
decisians are taken in relation to the size of the store estate and
the specific stores affected. Following the latest view of store
clesure costs, at 3 April 2021, further charges of c.£268m are
estimated within the next 10 financial years, bringing anticipated
total programme costs since 2016 up to c.£926m.

These costsare reported as adjusting items on the basis that they
are significant in quantum, relate to a strategic initiative focused
on reviewing our store estate and to aid comparability from one
period to the next.

Strategic programmes - International store closures and
impairments (£3.6m)

1N 2016/17, the Group announced its intention to close owned
stores in 10 international markets. A charge of £3.6m has been
recogrised inthe year, reflecting an updated view of the
estimated final closure costs for certain markets and those costs
which can anly be recognised as incurred, taking the programme
costto dateto £148 6m.

The net charge is considered to be an adjusting itermn as it is part of
a strategic programme which over the five years of charges has
been significant in both guantum and nature te the results of the
Greup. No further significant charges are expected.

Strategic programmes - UK logistics (£2.2m)

In 2017/18, as part of the previously announced long-term
strategic programme to transition to a single-tier UK distribution
network, the Group announced the opening of a new Clothing &
Home distribution centre in Welham Green. As a direct result, the
Croup announced the closure of two existing distribution centres.

in February 2020, the next phase of the single-tier programme
was announced with the closure of two further distribution
cantres across 2020/21 and 2021/22. Anet charge of £2 2m has
been recognised in the period, reflecting an updated view of
estimated closure costs and transition project costs relating to
these closures. Total programme costs to date are £39.8m with
further charges next financial year.

The Group considers these costs to be adjusting items as they
have been significant in guantum and relate to a significant
strategic initiative of the Group. Treatment of the costs as being
adjusting items is consistent with the treatment of charges in
previous periods in relation to the creation of a single-tier
logistics network.

Directly attributable gains/{expenses) resulting from the
Covid-19 pandemic (£90.8m gain)

In March 2020, foliowing the onset of the Covid-19

glebal pandemic and subsequent UK government restrictions,
the Group sustained significant disruption to its operations.
inresponse to the uncertainty resulting from the pandemic,
coupled with the fast-paced changes taking place across

the retail sector, the Board approved a Covid-19 scenario
toreflect management'’s best estimate of the significant
volatility and business disruption expected as a result of the
ongoing pandemic.
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5 ADJUSTING ITEMS CONTINUED

As aresult,in 2019/20 the Croup identified total Covid-19 charges
of £212.8m across four adjusting items programmes. The charges
related to three separately identifiable areas of accounting
judgemenit and estimates: the write-down of inventories to net
realisable value; impairments of intangible assets and property,
plant and eguipment; and onerous Contract pravisions,
cancellation charges and one-off costs. The Group disclosed

in 2019/20 that should the estimated charges prove tobein
excess of the ameounts required, the release or reassessment of
any amounts previously provided would also be treated as
adjusting items.

The pandemic continued to impact the Group throughaut
2028/21 and it becarme increasingly more difficult to differentiate
Covid-19items from costs that support the underlying
perfarmance of the business. In addition, the estimated
timeframe over which these effects may impact the business
increased. As a result, the Group took the decision in the interim
2020/21 results to only include changes in estimates to items that
were included in adjusting items in 2019/20, in this case relating to
the inventery provision. Impairment reversals in the period were
not able to be reliably differentiated from the underlying
performance of the business and therefare have not been
recognised within this category.

Write-back of inventories to riet realisable vatue (£90.8m gain)

The carrying value of the Group's inventories at 28 March 2020
was £564.1m. The carrying value of this inventory split across the
UK Clothing & Home, UK Foed and International businesses
included gross inventories of £539.7m, £162 9m and £66.3m
respectively, against which a provision of £184.3m, £8.3m and
£12.2m was recognised.

Included within directly attributable expenses resulting from the
Covid-19 pandemic of £163.6m at 2019/20, was an incremental
write-down of inventory to net realisable value of £157.0m (UK
Clothing & Home: £145.3m; UK Food: £6.0m:; and International:
£5.7m), reflecting management’s best estimate of the impact

on the Group of the Covid-19 pandernic. Accordingly, of the total
£204.8m inventory provision, £157.0m was recognised in
adjusting itemsand £47.8min the underlying results.

The Group’s half year results announced on 4 November 2020
included a partial release of the £157.0m incremental write-down
of inventery. At the time of cur half year results announcement,
a second national lockdown had just been implemented with the
return of restrictions on non-essential retail and an expectation
that at the end of national lockdown the United Kingdom would
remain under regicnal tiered restrictions. However, stronger
trading, particularty in online, has allowed the Group to continue
to sell much higher volumes of stock than assumed versus the
Covid-19 scenario.

As aresult, and supported by the certainty provided by vaccines
and a clear government Covid-19 re-emergence strategy, a net
credit of £90.8m has been recorded, representing a significant
release to the inventory provisions recorded in the 2019/20
financial statements to align to our latest estimates based on
current sales performance, offset by chargesin the pericd
relating to reassessment of storage and fabric cancellation
provisions. incremental provisions remain in ptace whererisk
remains and include a provision of £10.8m against excess slow
moving personal protective equipment, committed to during the
peak of the first Covid-19 lockdown and incurred directly in
response to the Covid-19 pandemic. The total remaining provision
heldis £35.0m.

The carrying value of the Group's inventories at 3 April 2021 s
£624.6m, split across the UK Clothing & Home, UK Faad and
International businesses represents gross inventories of
£508.8m, £144.0mand £78.5m respectively, against which a

provision of £78.2m, £15.9m and £12.6rm has been recognised.
Included within the UK Clothing & Home provisionis an
incremental write-down of inventory to net realisabte value of
£18.6mreflecting management’s best estimate of the impact

of the Covid-19 pandemic on UK Clothing & Home inventory as at
3 April 2021. The total UK Clothing & Home inventory provisions
represent 15.4% of UK Clothing & Home inventory. The UK
Clothing & Home inventory provision is based on future trading
assumptions in line with the Group’s 2021722 Budget. However,
trading could be higher or lower than expected and a 5% increase
in the UK Clothing & Home inventory provision (from 15% to 20%)
would resultin a reduction in the valuation ofinventory held cn
the batance sheet of £25.4m and would result in a corresponding
increase Lo recognised loss before tax in the period.

The £90.8m directly attributable net gains from the Covid-18
pandemic are considered to be adjusting items as they meet the
Croup’s established definition, being both significant in nature
and value to the results of the Group inthe current period and
treatment as adjusting items is consistent with the treatment of
charges of a consistent nature recognised in 2019/20. Further
charges rmay be incurred in 2021/22 should government
lockdown restrictions be reinstated and restrictions on trade and
consumer behaviour return. Any future credits relating to these
items will continue to also be classified as adjusting.

The impact that Covid-19 has had on undertying trading
continues not to be recognised within adjusting items. The Group
has provided additional disclosure of the significant impacts of
Covid-19 an the underlying results on pages 38to 42.

Within this, the Croup has received support from the government
during the period in the form of Business Rates relief of £174.6m
and the Coronavirus Job Retention Scherme of £131.5m. Further
details of which are provided in note 30 — government support.

Intangible asset impairments (£79.9m)

The Group has recognised impairment charges in the pericd for
certain intangible assets.

Afurtherimpairment charge of £39.6rm has been recorded
against per una goodwill. The charge primarily reflects an
updated view of assumptions and cash flows to reflect the impact
of the new broader Brands strategy and a lenger Covid-19
recovery period, Refer to note 14 for further details on the
impairment charge related to per una goodwill.
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The per una goodwill impairment charge has been classified as
an adjusting item on the basis of the significant quantum of the
chargein the period to the results of the Group and for
consistency with prior periods.

In November 2020, the Croup performed a critical review of the
UK Clothing & Home operations teading to the launch of the
new MS2 division within UK Clothing & Horme to build on our
investment in data and digital and step change online growth.

The Group conducted a review of the intangible computer
software assets held on the balance sheet which were to be
replaced, retired or decommissioned as part of the MS2
programme. Animpairment charge of £40.3m has been
recognised reflecting significant changes to certain intangible
assets used by UK Clothing & Home.

These costs are considered to be adjusting items as they relate to
the transformation and the total costs are significant in guantum
and as a result not considered to ke normal operating costs of
the business No further significant charges are expected to be
recognised within adjusting items in relation to MS2.
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S ADJUSTING ITEMS CONTINUED

Store impairments,impairment reversals and property
charges (£6.9m gain)

The Croup has recognised a number of charges and credits in the
period associated with the carrying value of items of property,
plant and equipment.

In response to the ongoing pressures impacting the retail
industry in light of the ongeing Covid-19 pandermic, as well as
reflecting the Croup’s strategic focus towards growing online
market share, the Croup has revised future cash flow projections
far UK and International stores {excluding those stores that have
been captured as part of the LUK store estate programme). As a
result, store impairment testing has identified stores where the
current and anticipated future performance does not support
the carrying value of the stores. A charge of £66.4m has been
incurred primarily in respect of the impairment of assets
associated with these stores. In addition, a credit of £73.3m has
been incurred for the reversal of store impairments recognised
in previous periods, where revised future cash flow projections
more than support the carrying value of the stores, reflecting
improved trading expectations compared to those assumed

at the prior year end. Refer ta note 15 for further details on

the impairments.

The charges/credits have been classified as an adjusting item con
the basis of the significant guantum of the charge/creditin the
period to the results of the Group.

Amortisation and fair value adjustments arising as part of
the investment in Ocado Retail Limited (£14.2m)

Intangiblie assets of £366.0m were acquired as part of the
investment in Ocado Retail Limited in 2019/20relating to the
Ocado brand and acquired customer relaticnships. These
intangibles are being amortised over their useful economic lives
of 10-40 years with an amortisation charge of £17.5m recognised
in the period and a related deferred tax credit of £3.3m.

The amortisation charge and changes in the related deferred tax
liabitity are included within the Croup’s share of the profitor loss
of the associate and are considered to be adjustingitems as they
are based onjudgements about their value and economic life and
are not related to the Group's underlying trading performance.
Identifying these items as adjusting allows greater comparability
of underlying performance.

Sparks loyalty programme transition (£16.6m)

In July 2020, the Group relaunched its Sparks loyalty pragramme
as a Digital First loyalty scheme. The new Sparks prograrmme
removed certain elements of the old, such as peints and sale
access tiers, and introduced new instant rewards to deliver
immediate and ¢clearer value to customers far shopping with
M&S. As part of the transition to the new Sparks programime,
customers who were members of the old loyalty scheme were
provided with ‘thank you' gifts for their loyalty, the value of which
was determined in part with reference to the number of Sparks
points earned historically. These thank you' gifts consisted of
tote bags and vouchers for money of f future purchases. Asa
result, a charge of £16.6m has been recognised in the period
relating to one-off transition and ‘thank-you' costs associated
with the closure of the old Sparks programme.

These costs are directly attributable to the closure of the old
Sparks programme and are considered to be adjusting as they
are significant in guantum, are one-off in nature and not
considerad to be part of the normal operating costs of the
business. No similar charges of this type have been incurred by
the Group in the past, and ne further charges are expectedin
Future years.
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M&S Bank charges incurred in relation to insurance mis-selling
and Covid-19 forward economic guidance provision (£2.4m)

The Group has an economic interest in Marks and Spencer
Financial Services plc (trading as M&S Bank), a wholly owned
subsidiary of HSBC UK Bank plc, by way of a Relaticnship
Agreement that entitles the Group to a 50% share of the profits
of M&S Bank after appropriate deductions. The Croup does not
sharein any losses of M&S Bank and is net obliged to refund any
profit share received from HSBC, although future income may
be impacted by significant one-off deductions.

Since the year ended 31 December 2010, M&S Bank has
recognised in its audited financial statements an estimated
liability for redress to custormersin respect of pessible mis-selling
of financial products. The Group’s profit share and fee income
from M&S Bank has been reduced by the deduction of the
estimated liability in both the current and prior years. In line with
the accounting treatment under the Relationship Agreement,
thereis a cap on the amount of charges that can be offset against
the profit share in any one year, whereby excess liabilities carried
forward are deducted from the Croup's future profit share fram
M&S Bank The deductionintheperiodis £2.4m

The treatment of this in adjusting items is in line with previous
charges in relation to settlement of PPI claims and although it

is recurring, it is significant in quantum in the context of the

total charges recognised for PPl mis-selling to-date and is not
considered representative of the normal operating performance
of the Group. As previcusly noted, while the August 2019 deadline
to raise potential mis-selling claims has now passed, costs
relating to the estimated liability for redress are expected to
continue. The tatal charges recognised in adjusting items since
September 2012 for both PPt and Covid-19 forward economic
guidance provision is £338.3m which exceeds the total offset
against profit share of £225.1m to date and this deficit will

be deducted from the Croup's share of future profits from

M&S Bank.

Establishing the investment in Ocado Retail Limited (£1.7m)

In 2018/19, the Group announced its 50/50 investment in Ocado
Retail Limited. £4.6m of charges were recognised across 2018/19
and 2019/20 primarily relating to due diligence for the Ocado
Retail transaction and one-off charges, that are not part of the
day-to-day operational costs of cur business with Ccado Retail,
incurred in preparation for the (aunch in September 2020,

Afurther £1.7m of "getting ready” charges were incurred in
the pericd prior to launch on 1 September, bringing the total
one-off charges relating to Ocada Retail to £6.3m. No further
costs are expected.

These costs are adjusting items as they relate to a major
transactionand as aresult are not considered to be normal
operating costs of the business.

GMP and other pension equalisation (£1.0m)

The Group has recognised a charge of £1.0m in respect of the
Group's defined benefit pension liability arising from equalisation
of GMP for past transfers following a High Court ruling in
Novernber 2020, Additional detail on the Group's CMP
assessment is provided in note 11

Treatment of the costs as being adjusting items is consistent with
the treatment of charges recognised in 2018/19 in relation to the
equalisation of GMFP and other pension equailisation. Total CMP
and other pension equalisation costs are £21.5m.
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5 ADJUSTING ITEMS CONT!INUED

Remeasurement of contingent consideration including discount unwind (£6.8m)

Contingent consideration, resulting from the investment in Ocado Retail Limited, is remeasured at fair value at each reporting date
with the changes in fair value recognised in profit or loss. A charge of £6.8m has been recognised in the period, representing the
revaluation of the contingent consideration payable. The change in fair value is considered to be an adjusting item as it relates to a
major transaction and conseguently is not considered representative of the normal operating performance of the Group. The

remeasurement will be recognised in adjusting items until the final contingent consideration paymentis made in 2024/25.

6 FINANCE INCOME/COSTS

2021 2020
£m £m
Bank and other interest receivable 29 g6
Other finance income 1.8 59
Pension net finance income (see note 11F) 47.2 236
Interest income of subleases 5.5 59
Finance income before adjusting items 57.4 44,0
Finance income in adjusting items - 2.9
Finance income 57.4 469
Other finance costs (0.6) -
Interest payable on syndicated bank facility (3.9) (2.3
Interest payable on Medium Term Notes (86.4) (78.2)
Interest payable on commerciat paper facility (0.4) -
Interest payable on lease Liabilities {130.4) {136.3)
Unwind of discount on provisions (2.7) {4.9)
Unwind of discount on partnership tiability to the Marks & Spencer UK Pension Scheme {see note 12) (4.9) (6.9)
Finance costs before adjusting items (229.3) (231.6)
Finance costsin adjusting items (6.8) (2.9)
Finance costs (236.1) (234.5)
Net finance costs {178.7) (187.6)
7 INCOME TAX (CREDIT)/EXPENSE
A.Taxation charge
202) 2020
£m fm
Current tax
UK corporation tax on profits for the year at 19% (last year: 19%)
—current year 37 428
-adjustments in respect of prior years - 121y @)
UK current tax - e _(3.4) 387
Overseas current taxation
—current year 0.2 8.8
—adjustments in respect of prior years (0.2) (0N
Total current taxation o L o @4 474
Deferred tax '
- origination and reversal of temporary differences 6.7 0.4
- adjustments in respect of prior years (5.9) (4.3
~changesintaxrate oL (0-6) (39)
Total deferred tax (see note 23} ; 02 _-7 (7.6)
Total income tax (credit)/expense N (E_Z) B 39.8
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

B. Taxation reconciliation
The effective tax rate was 3.9% {last year: 59.3%) and s explained below.

2021 2020
Em £m
(Loss)/profit before tax (209.4} 672
Notional taxation at standard UK corporation tax rate of 19% {last year: 19%) (39.8) 12.8
Depreciation and other amounts in relation to fixed assets that do not gualify for tax relief 5.2 4.8
Otherincome and expenses that are not taxable or allowable for tax purposes 8.6 16.5
Joint venture results accounted for as profit after tax (14.6) -
Retranslation of deferred tax balances due to the change in statutory UK taxrates - (6.6}
Overseas profits taxed at rates different to those of the UK 0.7 (0.6)
Movement in unrecognised overseas deferred tax assets 0.9 08
Adjustments to the current and deferred tax charges in respect of prior periods {18.2) 8.3
Capital losses no longer recognised 25.8 -
Adjusting items:
- UK store and strategic programme impairments and other property charges where no tax relief is available 8.5 1.5
- International store closures and impairments (1.0} 07
- Other strategic programme income and expenses that are not taxable or allowable for tax purposes 13.0 50
- Amortisation arising as a part of the investrnent in Ocado Retail Limited 2.7 3.2
Total income tax {(credit)/expense (8.2) 39.8

The effective tax rate of profit before tax and adjusting items was 50.3% {last year: 20.7%).

Otherincome and expenses that are not taxable or allowable for tax purposes include a charge of £4 1m (last year: £12.8m charge)
inrelation to the Marks and Spencer Scottish Limited Partnership. Under this structure tax relief for payments to be made to the
Marks & Spencer UK Pension Scheme inrelation to the first partnership interest arose in the first 10 years of the structure and some
of this benefit is recaptured in subsequent years

Capital losses no longer recognised relate to a restriction on deferred tax assets recognised following changes to the UK tax
legislation. Please refer to note 23.

The UK Budget 2021 announcements on 3 March 2021 included measures to support econcmic recovery as a result of the ongoeing
Covid-19 pandemic. These included an increase to the UK's main corporation tax rate to 25%, which s due to be effective from 1 Aprit
2023 These changes were not substantively enacted at the balance sheet date and hence have not beenreflected in the measurement
of deferred tax balances at the period end. If the Group's deferred tax balances at the period end were remeasured at 25% this would
result in a deferred tax charge of £13.3m. 1t is not possible to accurately calculate how much of the deferred tax liability at the balance
sheet date would reverse at 19% vs 25%. This is because a large portion of the liability relates to the pension surplus for which future
actuarial gains or losses cannot be reliably forecasted.
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7 INCOME TAX (CREDIT)/EXPENSE CONTINUED

C.Current tax reconciliation

The current tax reconciliation shows the tax effect of the main adjustments made to the Croup's accounting profitsin order to arrive
at its taxable profits. The reconciling itemns differ from those in note 7B as the effects of deferred tax temporary differences are
ignored below.

2021 2020
£m £m
(Loss)/profit before tax (209.4) 67.2
Notional taxation at standard UK corporation tax rate of 19% (Last yvear: 19%) (39.8) 12.8
Disallowable accounting depreciation and other similar items 75.1 525
Deductibie capital allowances {50.0) (56.8)
Adjustments inrelation to employee share schemes 1.9 23
Adjustments in relation to employee pension schemes (4.7) 82
Qverseas profits taxed at rates different to those of the UK 0.7 (06)
Movement in unrecognised overseas deferred tax 0.9 0.8
Joint venture results accounted for as profit after tax (14.6) -
Current year losses carried forward 1.3 -
Other income and expenses that are not taxable or aliowable (0.1) 46
Adjusting items:
- UK store and strategic programme impairments and other property charges where no taxrelief
is available 8.5 21.0
—Internaticnal store closures and impairments {1.0) 05
—Other strategic programme income and expenses that are not taxable or allowable for tax purposes 5.5 3]
— Impairment to per una goodwitl 7.5 -
- Amortisation arising as a part of the investment in Ocado Retail Limited 2.7 32
Current year current tax charge 39 516
Represented by:
UK current year current tax 3.7 428 "
Overseas current year current tax 0.2 8.8 E
39 516 Z
UK adjustments inrespect of prior years {12.1) @ E
Overseas adjustments in respect of prior years (0.2) (SR} 2
Total current taxation {note 7A) (8.4) 474 g
3
w

B EARNINGS PER SHARE

The calculation of earnings per ordinary share is based on earnings after tax and the weighted average number of ordinary shares in
issue during the year.

The adjusted earnings per share figures have alsc been calculated based on earnings before adjusting items that are significant in
nature and/or guantum and are considered to be distortive (see note 5). These have been presented to provide shareholders with an
additional measure of the Group's year-on-year performance.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive
potential ordinary shares. The Group has four types of dilutive potential erdinary shares, being: those share options granted to
employees where the exercise price is less than the average market price of the Company's crdinary shares during the year; unvested
shares granted under the Deferred Share Bonus Plan; unvested shares granted under the Restricted Share Plan; and unvested shares
within the Performance Share Plan that have met the relevant performance conditions at the end of the reporting period.
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8 EARNINGS PER SHARE CONTINUED

Details of the adjusted earnings per share are sat out balow:

2021 2020
Em Em
(Loss)/profit attributabtle to equity shareholders of the Company (198.0) 237
Add/(less):
Adjusting items (see note 5) 259.7 3359
Tax on adjusting items {33.5) (43.6)
Profit before adjusting items attributable to equity shareholders of the Company 28.2 316.0
Mitlion Million
Weighted average number of ordinary shares inissue 1,953.5 1,8949
Potentially dilutive share options under Group's share option schemes' 15.0 10.7
Weighted average number of diluted ordinary shares 1,968.5 19056
1 Potenually dilut've share options only considered inrelation to adjusled diluted earnings per share as the Sroup made a basicloss per share
Pence Pence
Basic {loss)/earnings per share (10.1) 13
Diluted (loss)fearnings per share {10.1) 12
Adjusted basic earnings per share 1.4 16.7
Adjusted diluted earnings per share 1.4 16.6
9 DIVIDENDS
2021 2020 202 2070
per share per share £m £m
Dividends on equity ordinary shares
Paid final dividend - 6.8p - N5.1
Paid interim dividend - 39p - 76.0
- 107p - 1911
The Board of Directors has not proposed a final dividend for 2020/21. The Board of Directors continues to defer consideration of
further dividends until visibility of the pace and scale of market recovery has improved
10 EMPLOYEES
A. Aggregate remuneration
The aggregate remuneration and associated costs of Croup employees {including Executive Committee) were:
2021 2020
Total Total
Em £m
Wages and salaries 1,210.3 1,263.7
Social security costs 99.5 80.0
Pension costs 73 729
Share-based payments (see note 13) 19.3 18.5
Employee welfare and other personnel costs 43.7 5.8
Capitalised staffing costs {6.4) {22.5)
Total aggregate remuneration’ 1,437.7 1,464 4

1 Excluces amounts recognized withir adjusting iterms of £100 dm (last year £23 im}{secnotes3and 5)

Details of key management compensation are givenin note 28.
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10 EMPLOYEES CONTINUED

B. Average monthly number of employees

2021 2020
UK stores

- management and supervisary categories 4,870 5278
- ather 54,076 62,027
UK head office

—-management and supervisory categories 2,948 2947
- other 749 764
UK operations

- management and supervisory categories 17 115
-other 1,507 1,302
Cverseas 5,579 5,598
Total average number of employees ©9,846 78,031

The average number of full-time equivalent employees is 43,177 (last year: 53,988).

11 RETIREMENT BENEFITS

The Group provides pension arrangements for the benefit of its UK ernployees through the Your M&S Pension Saving Plan (a defined
contribution (DC) arrangement) and prior to 2017, through the Marks & Spencer Pension Scheme ("UK DB Pension Scheme™) (a defined
benefit (DB} arrangement).

The UK DB Pension Scheme operated on a final pensicnable salary basis and is governed by a Trustee board which is independent of
the Group. The UK DB Pension Scheme closed to future accrual on 1 April 2017, There will be ne further service charges relating to the
scheme and no future monthly employer contributions for current service. At year end, the UK DB Pension Scheme had no active
members (last year: nil), 53,674 deferred members (last year: 55,887) and 52,794 pensioners (last year: 52,165}.

The DC plan is a pension plan under which the Group pays contributions to an independently administered fund. Such contributions
are based upon a fixed percentage of employees pay. The Group has no legal or constructive obligations to pay further contributions
to the fund once the contributions have been paid. Members’ benefits are determined by the amount of centributions paid by the
Croup and the member, together with the investment returns earned on the contributions arising from the performance of each
individual's investments and how each member chooses to receive their retirement benefits. As a result, actuarial risk (that benefits
will be lower than expected) and investment risk (that assets invested in will not perform in line with expectations) fallon the
employee. At the year end, the defined centribution arrangement had soeme 46,191 active members (last year: 52,059) and scme
40,604 deferred members (last year: 33 578).

The Group also operates a small funded DB pension scheme in the Republic of Ireland. This scheme closed to future accrual on
31 October 2013, Other retirement benefits atso include a UK post-retirement healthcare scheme and unfunded retirement benefits.

The tetal Group retirement benefit cost was £23.9m (last year: £49.2m}. Of this, incorme of £43.3m {last year: incaormne of £20.2m) relates
to the UK DB Pension Scheme, costs of £64.0m (last year: costs of £65.6m) to the UK DC plan and costs of £3.2m (last year: costs of
£3.8m) to other retirerment benefit schemes.
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The most recent actuarial valuation of the UK DB Pension Scheme was carried out as at 31 March 2018 and showed a funding surplus of
£652m. This is animprovement on the previous position at 31 March 2015 {statutory surplus of £204m), primarily due to lower assumed
life expectancy. The Company and Trustee have confirmed, in line with the current funding arrangement, that no further contributions
will be required to fund past service as a result of this valuation {other than those already contractually committed under the existing
Marks and Spencer Scottish Limited Partnership arrangements - see note 12). We have yet to reach agreement with the Trustee of the
UK DB Pension Scheme with regards to the triennial actuarial valuation of the scheme as at 31 March 2021

In September 2020, the UK DB Pension Scheme purchased additional pensioner buy-in policies with two insurers for approximately
£750m. Together with the policies purchased in April 2019 and March 2018, the Scheme has now, in total, insured arcund 80% of the
pensioner cash flow liabilities for pensions in payment. The buy-in policies cover specific pensioner liabilities and pass all risks to an
insurer in exchange for a fixed premium payment, thus reducing the Group's exposure to changesin longevity, interest rates, inflation
and other factors.

In Nevember 2020, there was a further High Court ruling in relation to guaranteed minimum pension benefits. The latest ruling states
that trustees of defined benefit (DB) schemes that provided guaranteed minimum payments should revisit, and where necessary,
top-up historic cash equivalent transfer values that were calculated on an unegualised basis if an affected member makes a
successful claim. The impact of the ruling implies that pension scheme trustees are responsible for equalising the guaranteed
minimum payments for members who transferred out of its DB pension scheme. This has resulted in an increase in the liabilities of
the UK DB Pension Scheme of £1.0m, which was recognised in the results as a past service cost.

Annual Report & Financial Statements 2021 149



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

11 RETIREMENT BENEFITS CONTINUED

A.Pensions and other post-retirement liabilities

2021 2020
£m £m

Total market value of assets 10,4429 10,653.8
Present value of scheme liabilities {9,803.7) (8,743.3)
Net funded pension plan asset 639.2 12105
Unfunded retirement benefits (3-8) (39)
Post-retirement healthcare (4.0 {4.0)
Net retirement benefit surplus 631.4 1,902.6
Analysed in the statement of financial position as:

Retirement benefit asset 639.2 15150
Retirement benefit deficit (7.8} (12.4)
Net retirement benefit surplus 6314 1,902.6

In the event of a plan wind-up, the pension scheme rules provide M&S with an unconditional right to a refund of surplus assets
assuming the full settlement of plan liabitities. In the ordinary course of business, the Trustee has ne rights te wind up or change
the benefits due to members of the schemea. As aresutt, any net surplus in the UK DB Pension Scheme is recognised in fult.

B.Financial assumptions

The financial assumptions for the UK DB Pension Scheme and the most recent actuarial valuations of the other post-retirement
schemes have been updated by independent qualified actuaries to take account of the requirements of IA519 Employee Benefitsin
order to assess the liabilities of the schernes and are as follows:

2021 2020

% %
Rate of incregse in pensions in payment for service 2.2-3.2 19-27
Discount rate 2.00 2.40
Inflation rate for RPI 3.30 270
Long-term healthcare cost increases 7.30 6.70

C. Demographic assumptions

The UK demographic assumptions are mainly in line with those adopted for the last fermal actuarial valuation of the scheme
performed as at 31 March 2018, The UK post-retirement mortality assumptions are based on an analysis of the pensioner mortality
trends under the scheme for the peried to March 2018 The specific mortality rates used are based on the VITA lite tables, with future
projections based on up-to-date industry models, parameterised to reflect scheme data. The life expectancies underlying the
valuation are as follows:

2021 2020
Current pensioners (at age 65) —-male 22.2 2272
-female 25.0 249
Future pensioners - currently in deferred status (at age 65) -male 24.0 240
- female 26.8 26.8

D. Sensitivity analysis

The table below summarises the estimated impact of changes in the principal actuarial assumptions on the UK DB Pension Scheme
surplus:

2021 2020

£m £m
(Decrease)/increase in scheme surptus caused by a decrease in the discount rate of 0.25% {20.0) 50.0
(Decrease)/increase in scherme surplus caused by a decrease in the discount rate of 0.50% (30.0) 100.0
Decrease in scheme surplus caused by a decrease in the inflation rate of 0.25% (20.0) (50.0)
Decrease in scherme surplus caused by a decrease in the inflation rate of 0.50% (30.0) (100.0)
Increase in scheme surplus caused by a decreasein the average life expectancy of one year 300.0 240.0

The discount rate sensitivity is comparable to the sensitivity guoted last year-end. However, the sign has changed from an increasein
surplus to a reduction in surplus, as the TAS19 over-hedge' on gilt yields increased materially during the previous year. Consequently,
assets are projected to grow by less than liabilities this year, whereas assets were projected to grow by more than liabilities last year.

The sensitivity analysis above is based on a change in one assumption while holding all others constant. Therefare, interdependencies
between tha assumptions have not been taken into account within the analysis.
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11 RETIREMENT BENEFITS CONTINUED

E. Analysis of assets

Theinvestment strategy of the UK DB Pension Scheme is driven by its liability profile, including its inflation-tinked pension benefits.

In addition to its interest in the Scottish Limited Partnership (refer to nate 12), the scheme invests in different types of bond (including
corporate bonds and gilts) and derivative instruments (including inflation, interest rate, cross-currency and total return swaps) in order
to align movements in the value of its assets with movements in its liabilities arising from changes in market conditions. Broadly, the
scheme has hedging that covers 105% of interest rate movements and 102% of inflation moverments, as measured on the Trustee's
funding assumptions which use a discount rate derived from gilt yields.

By fundingits DB pension schemes, the Group is exposed to the risk that the cost of meeting its obligations is higher than anticipated.
This could occur for several reasons, for example:

- Investment returns on the schemes’ assets may be lower than anticipated, especially if falls in asset values are not matched by
similar falls in the value of the schemes’ liabilities.

- Thelevel of price inflation may ke higher than that assumed, resulting in higher payments from the schemes.

—~ Scheme members may live longer than assurned; for example, due to advances in healthcare. Members may also exercise {(or not
exercise) options in a way that leads to increases in the schemes’ Liabilities; for example, through early retirement or cormmutation
of pension for cash.

- Legislative changes could also lead to an increase in the schemes' liabilities.

In addition, the Group is exposed to additional risks through its obligation to the UK DB Pension Scheme via its interest in the Scottish
Limited Partnership (see note 12). In particular, under the legal terms of the Partnership, a default by the Group on the rental payments
to the Partrnership or a future change in legislation could trigger earlier or higher payments to the pension scheme, or anincrease in
the collateral to be provided by the Group.

The fair value of the total plan assets at the end of the reporting period for each category is as fotlows:

2021 2020
Quoted Unguoted Total Quated Unquoted Total
£m £m £m £m £m £m
Debt investments
—Government bonds net of repurchase agreements' 3,945.2 {1,443.5) 2,501.7 3,596.8 352.0 3,948.8
- Corporate bonds 6.4 1,036.6 1,043.0 62 7283 7345
— Asset-backed securities and structured debt - 256.1 256.1 - 264.4 2644
Scottish Limited Partnership Interest (see note 12) - 142.5 142.5 - 2.2 211.2 @
Equity investments 2
- Developed markets 450.9 - 450.9 3387 56.6 3953 ?_J
—Emerging markets 1311 - 1311 903 - 90.3 s
Growth asset funds z
—Glcbal property 5.4 276.3 282.2 58 2914 2972 g
- Hedge and reinsurance 43.8 299.0 342.8 326 385.1 N77 z
- Private eguity and infrastructure - 2241 224.1 — 175.4 175.4
Derivatives
- Interest and inflation rate swaps 18.4 298.6 317.0 19.9 2537 2736
- Foreign exchange contracts and other derivatives 93.2 4.5 97.7 {04 162 .4 162.0
Cash and cash equivalents 13.6 148.9 162.5 108 181.8 2899
Other
-Buy-ininsurance - 3,177.0 3,177.0 - 2,430.0 2,430.0
-Secureincome asset funds - 1,064.4 1,064.4 - 934.6 934.6
- Cther 38.7 n.2 2499 288 01 289
4,746.7 5,696.2 10,442.9 4,226.8 6,427.0 10,6538

| Repurchaseagreementswere £’ 443 S {last year £820 5m)

The fair values of the above equity and debt investments are based on publicly available market prices wherever available. Unguoted
investments, hedge funds and reinsurance funds are stated at fair value estimates provided by the manager of the investment or fund,
Property includes beth quoted and unguoted investments. The fair value of the Scottish Limited Partnership interest is based on the
expected cash flows and henchmark asset-backed credit spreads. Itis the policy of the scheme to hedge a propartion of interest rate
andinflationrisk. The scheme reduces its foreign currency exposure using forward foreign exchange contracts.

At year end, the UK schemes (UK DB Pensicn Schermne and post-retirement healthcare} indirectly held 75,223 {last year: 63,527)
ordinary shares in the Company through its investment in UK Equity Index Funds.
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11 RETIREMENT BENEFITS CONTINUED

F. Analysis of amounts charged against profits

Amounts recognised in comprehensive income in respect of defined benefit retirement plans are as follows:

2021 7020

£m £m
Current service cost 0.2 0.2
Administration costs 4.5 45
Past service costs 1.0 -
Netinterest incorme (47.2) (23.6)
Total {41.5) (18.9)
Remeasurement on the net defined benefit surplus:
Actualreturn on scheme assets excluding amounts included in net interestincome n7.5 477.3)
Actuarizl (gain)/loss - demographic assumptions (12.5) 10.0
Actuarial gain - experience' {82.6) (46.1)
Actuarial loss/{gain) - financial assumptions 1,332 (414.5)
Components of defined benefit expense/(income) recognised in other comprehensive income 1,354.5 (927.9)
1 Includesaf2.5mloss{last year £niljretatingto an equalisation charge recogmsed in 2018/12 that was reclassified from provisions nithe current perod
G.Scheme assets
Changes in the fair value of the scheme assets are as follows:

2021 2020

£m £m
Fair value of scheme assets at start of year 10,653.8 10,2247
Interest income based on discount rate 254.9 245 .4
Actual return on scheme assets excluding amounts included in net interest income' (117.5) 4773
Employer contributions 41.5 41.8
Benefits paid {379.4) {333.2)
Administration costs 4.3) 4.3)
Exchange movement (6.1} 21
Fair value of scheme assets at end of year 10,442.9 10,653.8
1 Theactuaireturnonschemeassets was a gainof £137 4m{last vear gainof £722 7m)
H.Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as follows:

2021 2020

£m £m
Present value of obligation at start of year 8,751.2 9,310.4
Current service cost 0.2 0.2
Adrinistration costs 0.2 0.2
Past service cost 1.0 -
Interest cost 2077 221.8
Benefits paid (379.4) (333.2)
Actuarial gain - experience’ {82.6) (46.1)
Actuarial (gain)/loss - demographic assumptions (12.5) 10.0
Actuarial lossf{gain) - financial assumptions 1,332 414.5)
Exchange movement (6.4} 2.4
Present value of obligation at end of year 9,811.5 8,751.2
Analysed as:
Present value of pension scheme liabilities 9,803.7 87433
Unfunded pension plans 3.8 3.9
Post-retirerment healthcare 4.0 4.0
Present value of obligation at end of year 9,811.5 8,751.2

Includesa £2.5mloss {last year Eniljrelatingtoan egualisatiancharge recognised 1 2018/19 that was reclass:fied from provisions in the current perioa

The average duration of the defined benefit obligation at 3 April 202115 12 years (last year: 19 years).
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12 MARKS AND SPENCER SCOTTISH LIMITED PARTNERSHIP

Marks and Spencer plcis a general partner and the Marks & Spencer UK Pension Scheme is a limited partner of the Marks and Spencer
Scottish Limited Partnership (the "Partnership”}. Under the partnership agreement, the imited partners have no involvernent in the
management of the business and shali not take any part in the control of the partnership. The general partner is responsible for the
management and control of the partnership and, as such, the Partnership 1s consolidated into the results of the Group.

The Partnership holds £1.4bn (last year: £1.4bn) of properties which have been leased back to Marks and Spencer plc. The Group retains
control over these properties, including the flexibility to substitute alternative properties into the Partnership. The first imited
partnership interest (held by the Marks & Spencer UK Pension Scheme) entitles the Pension Scheme to receive an annual distribution
of £71.9m until June 2022 from the Partnership. The second limited partnership interest (alsc held by the Marks & Spencer UK Pensicn
Scheme), entitles the Pension Scheme to receive a further annual distribution of £36.4m from June 2017 until June 2031. All profits
generated by the Fartnership in excess of these amounts are distnbutable to Marks and Spencer plc.

The partnership liability in relation to the first interest of £193.5m {last year: £207.4m}is included as a financial Llability in the Croup’s
financial statements as it is a transferable financial instrument and measured at amortised cost, being the net present value of the
future expected distributicns from the Partnership. During the year to 3 April 2021, an interest charge of £4.9m (last year: £6.9m)

was recognised in the income statement representing the unwinding of the discount included in this obligation. The first limited
partnership interest of the Pension Scheme is included within the UK DB pensicn scheme assets, valued at £142.5m {last year: £211.2m).

The second partnership interest is not a transferable financiat instrument as the Scherme Trustee does not have theright to transfer
it to any party other than a successor Trustee. [t is therefore not included as a plan asset within the UK DB pension scheme surplus
reported in accordance with 1AS19. Similarly, the associated Liability is not included on the Group's statement of financiat position,
rather the annual distribution is recognised as a contribution to the scheme each year.

13 SHARE-BASED PAYMENTS

This year, a charge of £19.3m was recognised for share-based payments (last year: charge of £18.5m). Cf the total share-based
payments charge, £9.2m (last year: £7.6rm) relates to the Save As You Earn share option scheme and a charge of £1.7m {last year: £4.9m)
relates te the Performance Share Plan. The remaining charge of £8.4m (last year: £6m) is spread over the other share plans. Further
details of the operation of the Group share plans are provided in the Remuneration Report.

A.Save As You Earn scheme

The Save As You Earn (SAYE) scheme was approved by shareholders for a further 10 years at the 2017 Annual Ceneral Meeting (ACM).
Under the terms of the scheme, the Board may offer options to purchase ardinary shares in the Company cnce in each financial year
to those employees wha enterinto Her Majesty’s Revenue & Custorns (HMRC) approved SAYE savings contract. The scheme allows
participants to save up to a maximum of £500 {last year: £250) each month. The price at which options may be offered is 80% of the
average mid-market price for three consecutive dealing days preceding the offer date. The options may nermally be exercised during

the six-month period after the completion of the SAYE contract. E

2021 2020 g

Weighted Weighted 2

Numbgr of average Number of average ;

opticns axercise price options exercise pnce -

QOutstanding at beginning of the year 53,139,941 190.7p 38,023,501 2679p §

Cranted 101,466,321 82.0p 34,087655 151.0p g

Exercised {556) 151.0p (49,610) 250.2p L
Forfeited (23,811,474) 155.7p (15727,568) 2379p
Expired - (11,642,826) 248.7p  (3194,037) 380.2p
Outstanding at end of year 119,151,406 99.4p 53139941 190.7p
Exercisable at end of year 7,211,376 212.5p 11,272515 249.6p

For SAYE share options exercised during the period, the weighted average share price at the date of exercise was 152.4p (last year: 265.7p).
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13 SHARE-BASED PAYMENTS CONTINUED

The fair values of the options granted during the year have been calculated using the Black-Scholes medel assuming the inputs

shown below:

2021 2070
3-yearplan

3-yearplan 2020 modified' 3-yearplan
Grant date Dec-20 Dec-20 Dec19
Share price at grant date 103p 103p 189p
Exercise price B2p 151p 151p
Opticn life in years 3 years 3 years 3years
Rigk-freerate 0.0% 0.0% 0.5%
Expected volatility 45.6% 45.6% 276%
Expected dividend yield 0.0% 0.0% 57%
Fair value of option 34p 19p 33p
Incremental fair value of option N/A 15p N/A

1 Inthecurrent year, there has been a mod ficationto the 2021 schemerelating to employees cancelling awards from previous years in substitution for awards granted under the 2021
scheme, The fairvalus ofthe modfied awards will be amortised hased on the incremental fair value The ircremental fajrvalue s the difference between the fair value of the 2021
opt.ons, being 34p, and the fair value of repriced previous awards, calculated using 2020 award assumptions, keeming the nibial exercise price consistent, The farvalug of the

modified options, being 15p for 2021 mocdified options s alreadyrecognised in operating Lass

Volatility has been estimated by taking the historical volatility in the Company’s share price over a three-year period.

The resutting fair value is expensed over the service period of three years on the assumption that 10% (last year: 10%) of options witl

lapse over the service period as employees leave the Group.

Outstanding options granted under the UK Employee SAYE Scheme are as follows:

Nurnbier o’ optians

Waghited average remainmg contractual tife (yoars)

Options granted

2021 2620 2021 2020 Opluion price

January 2016 - 3,720 - - 46p
January 2017 9,202 11,344 003 - 0.3 250p
January 2018 4,112,855 5,557,053 0.3 13 251p
January 2019 3,405,862 4,910,783 1.3 2.3 238p
February 2020 12,331,683 31,324 382 2.3 33 151p
February 2021 99,291,804 - 3.3 - 8Z2p
119,151,406 53139941 33 2.4 99p

1. Fortne purposeof the abovetable the option granleddaleis the contract start date

B. Performance Share Plan’

The Performance Share Plan (PSP) is the primary long-term incentive plan for approximately 170 of the most senior managers within
the Group. it was first approved by shareholders at the 2005 AGM and again at the 2020 ACM. Under the plan, annual awards, based
on a percentage of salary, may be offered. The extent to which an award vests is measured over a three-year period against financial
targets which for 2020/21 included earnings per share {(EPS), return on capital employed (ROCE), total shareholder return (TSR) and
strategic measures. The value of any dividends earned on the vested shares during the three years may also be paid on vesting.
Awards under this plan have been made in each year since 2005, More information is available in relation to this plan within the

Remuneration Report.,

During the year, 19,777 921 shares (last year:12,924,621) were awarded under the plan. The weighted average fair value of the shares
awarded was 101.4p {last year: 161.0p). As at 3 April 2021, 32,878,325 shares (last year: 20,502,705) were outstanding under the plan.

C.Deferred Share Bonus Plan’

The Deferred Share Bonus Plan (DSBP) was first introduced in 2005/06 as part of the Annual Bonus Scheme and was approved by

shareholders at the 2020 ACM. It may be operated for approximately 4,000 of the most senior managers within the Group. As part of
the plan, the managers are required to defer a proportion of any bonus paid into shares which will be held for three vears. There are no
further performance conditions on these shares, other than continued emptoyment within the Group and the value of any dividends
earned on the vested shares during the deferred period may alsc be paid on vesting. More information is available in relation to this
plan within the Remuneration Report.

During the year, no shares {last year: no shares) have been awarded under the planinrelation to the annual bonus. As at 3 April 2021,
422,672 shares {last year: 1,359,166} were outstanding under the plan.
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13 SHARE-BASED PAYMENTS CONTINUED

D. Restricted Share Plan’

The Restricted Share Plan (RSP} was established in 2000 as part of the reward strategy for retention and recruitment of seniar
managers who are vital to the success of the business and was approved by shareholders at the 2020 ACGM. The plan operates for the
senior management team. Awards vest at the end of the restricted period {typically between one and three years) subject to the
participant still being in employment of the Company on the relevant vesting date. The value of any dividends earned on the vested
shares during the restricted period may also be paid on vesting. More information is available in relation to this plan within the
Remuneration Report.

During the year, 11,996,948 shares (last year: 3,645,421) have been awarded under the plan. The weighted average fair value of the
shares awarded was 124.3p (last year: 150.0p). As at 3 April 2021,10,722,919 shares (last year: 4,896,084) were outstanding under
the plan.

E. Republic of Ireland Save As You Earn scheme

Sharesave, the Company's Save As You Earn scherme, was intreduced in 2009 to all employees in the Republic of Ireland for a 10-year
period, after approval by shareholders at the 2009 AGM and again at the 2019 AGM. The scheme is subject to Irish Revenue rules and
allows participants to save up to a maximum of €500 (last year: €320) each month. The price at which options may be offered is 80% of
the average mid-market price for three consecutive dealing days preceding the offer date. The options may normally be exercised
during the six-month period after the completicn cf the SAYE contract.

During the year, 1,409,129 options (last year: 327,689) were granted, at a fair value of 33.7p {last year: 33.4p}. As at 3 April 2021,
1,846,589 options (last year: 790,977) were outstanding under the scheme.

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust (the “Trust™) hoids 527,116 (last year: 1,557,996) shares with a book value of £0.1m

{last year: £3.4m) and a market value of £0.8m (last year: £1.5m). These shares were acquired by the Trust through a combination of
market purchases and new issues and are shown as a reduction in retained earnings in the consolidated statement of financial position.
Awards are granted to employees at the discretion of Marks and Spencer plc and the Trust agrees to satisfy the awards in accordance
with the wishes of Marks and Spencer plc under the senior executive share plans described above. Dividends are waived on all of

these shares.

G. ShareBuy

ShareBuy, the Company’s Share Incentive Plan, enables the participants to buy shares directly from their gross salary. This scheme
does not attract an IFRS 2 charge.

*  Allawards both this yearand last yearwera canditional shares. For the purpeses of calculating the number of shares awarded, the share price used isthe average of Lne mid-market.
pricefor the five consecutive dealing days preceding the grant date
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14 INTANGIBLE ASSETS

Camputer
Computer  software under
Goodwill Brands softwarc development Total
£m £m £ frn £n
At 30 March 2019
Cost 136.5 Nn2.3 1,402.2 74.6 11,7256
Accumulated amortisation and impairments {59.0) (109.5) {1,0257) (321 (1,225.7)
Net book value 775 2.8 3771 425 499.9
Year ended 28 March 2020
Opening net book value 775 2.8 3771 425 4999
Additicns - - 11 76.5 776
Transfers and reclassifications - - 91.8 (91.4) 0.4
Assetimpairments (13.4) - - - (13.4)
Asset write-offs - - (0.5) - 0.5
Amortisation charge - (2.8) (162.0) - (164.8)
Exchange difference (0. - - ),
Closing net book value 64.0 - 3075 276 35991
At 28 March 2020
Cost 136.4 N2.3 1,495 59.7 1,803.5
Accumulated amortisation, impairments and write-offs (72.4) n2.3) (1,187.6) (32.7) (1,404.4)
Netbook value 64.0 - 3075 276 3991
Year ended 3 April 2021
Opening net book value 64.0 - 307.5 276 399.]
Additions - 6.3 0.1 4.4 47.8
Transfers and reclassifications - - 447 {44.2) 0.5
Asset impairments' (39.6) - (40.0) - (79.6)
Asset write-offs - - {3.2) - (3.2)
Amortisation charge - (0.2) (131.4) - {131.6}
Exchange difference ) (0.7) - (0.3} - 1.0}
Closing net book value N 237 6.1 177.4 24.8 232.0
At 3 April 2021
Cost 135.7 118.6 1,539.6 56.9 1,850.8
Accumulated amortisation, impairments and write-offs (112.0) {112.5) {1,362.2) (32.1) (1,618.8)
Net book value 237 6.1 1774 248 2320
Goodwill related to the following assets and groups of cash generating units (CCUs):
peruna India Other Total goodwill
£m £&m £m Em
Net book value at 28 March 2020 56.1 7.2 0.7 64.0
Assetimpalrments {39.6) - - (39.6}
Exchange difference - (0.7) - (0.7}
Net book value at 3 April 2021 16.5 6.5 0.7 237

I Assetimpairments of £79 6mmare up of £33 6m charge recarded against peruna goodw Lk, £40 Ormin relation to replaced, retired or decommissioned as part of MS2 (seenote 5)

156 Marks and Spencer Group plc



NOTESTO THE FINANCIAL STATEMENTS CONTINUED

14 INTANGIBLE ASSETS CONTINUED

Goodwill impairment testing

Goodwill is not amortised but is tested annualty for impairment with the recoverable amount being determined from valuein
use calculations.

The goodwill balance relates to the goodwill recognised on the acquisition of per una £16.5m (last year: £56.1m), India £6.5m
(last year: £7.2m) and other £0.7m {last year: £0.7m).

GCoodwill for India is monitored by management at a country level, including the ccmbined retail and wholesale businesses, and has
peen tested forimpairment on that basis.

The per una brand is a definite life intangible asset amortised on a straight-line basis over a period of 15 years. The brand intangible
wds auyuired fur o cosl of £80.0m and is held at a net book value of £nil (last year: £nil). I he per una goodwill and brand are considered
together forimpairment testing purposes and are therefore tested annually for impairment,

The cash flows used forimpairment testing are based on the Croup’s latest budget and forecast cash flows, covering a three-year
period, which have regard to historical performance and knowledge of the current market, together with the Group's views cn the
future achievable growth and the impact of committed cash flows. The cash flows include ongoing capital expenditure required to
rnaintain the store network but exclude any growth capital initiztives not committed.

Cash flows beyond this three-year period are extrapolated using a long-term growth rate based on the Croup’s current view of
achievable long-term growth. The Group's current view of achievable long-terrm growth for per unais 0.5% (last year: 0.7%), which is a
reduction from the overall Group long-term growth rate of 1.75% (last year: 2%}. The Group’s current view of achievable long-term
growth for India is 5.9% (last year: 5.9%).

Management estimates discount rates that reflect the current market assessment of the time value of money and the risks specific
to each asset or CGU. The pre-tax discount rates are derived from the Croup's post-tax weighted average cost of capital ("WACC™)
which has been calcutated using the capital asset pricing model, the inputs of which include a country risk-free rate, eguity risk
prermium, Group size premium and a risk adjustment {(beta). The post-tax WACC is subsequently grossed up to a pre-tax rate and was
11.0% for per una(last year: 9.7%) and 12 9% for India {last year: 14.3%).

Management has performed sensitivity analysis on the key assumptions in the impairment rmodel using reasonably possible changes
in these key assumptions, both individually and in cornkination. Management has considered reasonably possible changes in key
assumptions that would cause the carrying amounts of goodwilt or brands to exceed the value in use for each asset.

For India, thereis no reasonably possible change in key assumptions that would lead to animpairment and the assumptions do not
give rise to a key source of estimation uncertainty.

peruna

The future cash flows applied in the per una calculation reflect the Group’s current plan for the per una brand over the next three
years. These plans reflect the updated trading position of the per una brand post Covid-19 and rationalisation of the per una range
whereby certain product ranges have been removed from the brand.

The trading assumptions applied in the prior year reflected the expectation that the impact of Covid-19 would Llast 12 months, with
sales and customer trends returning to pre-pandemic levels in 2021/22. Therefore, the impact of Covid-19 was reflected within the
forecast per una sales for 2020/21 onty, with return to pre Covid-19 levels by February 2021, Ayear on, it has become apparent that the
recovery of per una sales will take longer and that thera is likely to be a permanent shift in customer behaviour and habits, especially
triggered by two additional lockdowns in the second half of the financial year. As a result, the revised plan assumes a per una sales
declineof . 40%in 2021/22 vs 2019/20, followed by maderate increases in sales in years 2 and 3 of the plan. The revised plan does not
return to 2019/20 sales levels.
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Inthe medium tc long-term, the key assumption driving the value in useis the ability te generate prefitable growth in the context of
significant change in the UK retail market. The model assures 0.5% (last year: 8.7%) growth into perpetuity, which is the per una sales
growth assumed in year 3 of the plan. If a shorter trading period was assumed then this could result in a further impairment.

The outcome of the value in use calculationis an impairment of £39.6m (prior year impairment charge of £13.4m).

As disclosed in the accounting policies {note 1), the cash flows used within the impairment model are based on assumptions which are
sources of estimation uncertainty and small movements in these assumptions could lead to a further impairment. Management has
performed sensitivity analysis on the key assumpticns in the impairment model using reasonably possible changesin these key
assumptions for the per una brand. Individually a 50-basis point increase in the WACC rate or a reduction in the perpetuity growth rate
to 0% would cause an increase in the impairment below £0.7m. A 20% reduction in cash flows over the whole three-year plan period
would cause a £3 3m further impairment and in combination, these reasonably possible changes in the key assumptions would causea
further impairment of £3.9m.

Computer software impairment testing

Following the announcement of the new MS2 division, the Group conducted a review of the intangible computer software assets held
on the balance sheet which were to be decommissioned, replaced or retired as part of the MS2 programme. An impairment charge and
write off of £40.0m has been recognised reflecting significant changes to certain intangible assets used by UK Clothing & Home.

Jaeger

During the period, the Group recognised additions to brand intangible assets of £6.3m, relating to the purchase of the Intellectual
Property of the Jasger brand (including registered trademarks, goedwill, logos, domain names and social media accounts) as part of
an asset acquisition.
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NOTES TOQ THE FINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT

The Group’s property, plant and equipment of £5,058 6m {last year: £5,494.2m) consists of owned assets of £3,562.6m (last year:

£3,863.9m) and right-of-use assets of £1,496.0m (last year: £1,630.3m).

PROPERTY, PLANT AND EQUIPMENT - OWNED

Assetsinthe

Landand Fixtures, fittings course of
buldings andeguipment construction Tolal
Em £m £m £m

At 30 March 2019
Cost 2,8859 56736 981 B,6576
ﬂccumulated depreciation, impairments and write-offs L 6371} ] (4,015.6) (18.0) - (4,670.7)
Netbookvalue 22488 1,658.0 801 39869
Year ended 28 March 2020
Opening net bogk value 2,248 8 1,658.0 801 39869
Additions 21 277 2449 27A7
Transfers and reclassifications 22.2 183.6 (205.0) 0.8
Impairment reversals 257 324 - 58.1
Impairment charge (73.9) (52.7) - (126.6)
Asset write-offs {1.8) (7.3} - (3.9)
Depreciation charge {62.0) (267.2) - (329.2)
Exchange difference 6.3 1.8 - A
Closing net book value o 20674 15765 1200 38639
At 28 March 2020
Cost 2,887.5 5,4571 138.0 8,482.6
Accumulated depreciation, impairments and write-cffs (720.0) (3.8806)  (80) (4,618.7)
Net book value o o 21674 15765 1200 38639
Year ended 3 April 2021
Opening net bockvalue 2,167.4 1,576.5 120.0 3,863.9
Additions 3.8 18.6 92.1 4.5
Transfers and reclassifications 7.2 157.0 (162.6) 1.6
Impairment reversals 369 36.2 - 731
Impairment charge' (73.2) (48.7) - (121.9)
Asset write-offs (29.8) (17.4) {0.1) (47.3}
Depreciation charge (83.3) (228.5) - {311.8)
Exchange difference _(6.6) (2.8) {03 (9.5)
Closing net book value B 2,0224 _ 1,4909 493 3,562
At 3 April 2021 o '
Cost 2,809.9 5,450.2 67.5 8,327.6
Accumulated depreciation, impairments and write-offs (787.5) (3,959.3) (18.2) (4,765.0)
Net book value T o 2,022.4 1,490.9 493  3,562.6

1 Assetimparments of £121 9mmaceuo of £48 2mchargeas aresult of UK sioreimparment testing. £/3 Amcharge relating to the ongoing UK stare estate programme and
£0 3minrelationto assets replaced, ret red or decommiss oned as part of tne M52 programme {see nole 3)

Asset write-offs in the year include assets with gross book value of £67.4m (last year: £680.5m) and £nil (last year: £nil) net book value

that are no longer in use and have therefore been retired.
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NOTES TOTHEFINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Right-of-use assets

The Croup adopted IFRS 16 Leases from 31 March 2019 Refer to note 1 for the accounting policy. The right-of-use assets recognised on
adgoption of IFRS 16 are reflected in the underlying asset classes of property, plant and equipment.

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the periog:

Landand Fixtures, fittings

bulldings andeguipment Tatat

£m m £m

As at 30 March 2019 1,637.8 376 1,6754
Additions 140.3 40.4 1807
Transfers and reclassifications 0.2 (0.2) -
Disposals (18.9) - (18.9)
Impairment reversals 50.2 - 50.2
Impairment charge (84.4) - (84.4)
Depreciation charge (155.9) (18.7) (174.6)
Exchange difference 1.8 G 18
As at 28 March 2020 1,571 59.2 1,630.3
Additions 37.2 13.1 50.3
Transfers and reclassifications 0.3 - 0.3
Disposals (5.5) 0.2 (5.3)
Impairment reversals 36.9 - 36.9
Impairment charge (52.7) - {52.7}
Depreciation charge {132.0) {21.1) (153.1)
Exchange difference o (10.6) (0.1) {10.7)
Asat 3 April 2021 1,4447 513 1,496.0

Impairment of property, plant and equipment and right-of-use assets

For impairment testing purposes, the Croup has determined that each store is a separate CGU, with the exception of Outlets stores,
which are considered together as cne CCU. Click & Collect sales are included in the cash flows of the relevant CGU.

Each CGU is tested for impairment at the balance sheet date if any indicators of impairment have beenidentified. Stores identified
within the CGroup’s UK store estate programmme are automatically tested for impairment (see note 5). The ongoing Covid-19 pandemic
is considered animpairment trigger and as a result all stores have been tested forimpairment.

The value inuse of each CGU is calculated based on the Croup's latest budget anda forecast cash flows, covering a three-year pericd,
which have regard to historic performance and knowledge of the current market, together with the Group’s views on the future
achievable growth and the impact of committed initiatives. The cash flows include ongoing capital expenditure required to
maintain the store network, but exclude any growth capitalinitiatives not committed. Cash flows beyond this three-year pericd are
extrapolated using a long-term growth rate based on management’s future expectations, with reference to forecast GDP growth.
These growth rates do not exceed the long-term growth rate for the Croup’s retail businesses in the relevant territory. If the CGU
relates to a store which the Croup has identified as part of the UK store estate programme, the value in use calculated has been
madified by estimation of the future cash flows up to the point where it is estimated that trade will cease and then estimation of the
timing and amaount of costs associated with closure detailed fully in note 5.

The key assumptions in the value in use calculations are the growth rates of sales and gross profit margins, changes in the operating
cost base, long-term growth rates and the risk-adjusted pre-tax discount rate. The pre-tax discount rates are derived from the Group's
weighted average cost of capital, which has been calculated using the capital asset pricing modet, theinputs of which include a
country risk-free rate, equity risk premium, Group size premium and a risk adjustment (beta). The pre-tax discount rates range from
8.9% to 14.0% (last year: 8.6% to 16.8%). If the COU relates te a store which the Group has identified as part of the UK store estate
programme, the additional key assumptions in the value in use calculations are costs associated with closure, the disposal proceeds
from store exits and the timing of the store exits.
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

15 PROPERTY, PLANT AND EQUIPMENT CONTINUED

Impairments - UK stores excluding the UK store estate programme

During the year, the Greup has recognised animpairment charge of £66.4m and impairment reversals of £64.5m as a result of UK store
impairment testing uprelated to the UK store estate programme {{ast year: impairment charge of £69 3m). The impaired stores were
impaired to their ‘value in use’ recoverable amount of £98.5m, which is their carrying value at year end. The stores with impairment
reversals were written back to their 'value inuse recoverable amount of £223.0m. These impairments and impairment reversals have
been recognised within adjusting items (see note 5).

For UK stores, cash flows beyond the three-year period are extrapolated using the Group's current view of achievable long-term
growth of 1.75%, adjusted to 0% where management believes the current trading performance and future expectations of the store
do not support the growth rate of 1.75%. The rate used to discount the forecast cash flows for UK stores is 8.9% flast year: 8.6%).

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model are based on assumptions which are
sources of estimation uncertainty and small movernents in these assumptions could lead to further impairments, Management has
performed sensitivity anatysis an the key assumptions in the impairment model using reasonably possible changes in these key
assumptions across the UK store portfolio.

Areduction in sales of 5% from the three-year plan in year 3 would result in an increase in the impairment charge of £33.0mand a

25 basis point reduction in gross profit margin from year 3 cnwards would increase the impairment charge by £4 0m. In combination,
a 1% fatlin sales and a 10 basis point fall in gross profit margin would increase the impairment charge by £7.0m. Reasonably possible
changes of the other key assumptions, including a 50 basis point increase in the discount rate or reducing the long-term growth rate
to 0% across all stores, would not result in a significant increase to the impairment charge, either individually or in combination.

Areduction in sales of 5% from the three-year plan in year 3 would result in a reduction in the reversat of £11mand a 25 basis point
reduction in gross profit margin from year 3 onwards would have no impact en the reversal In combination, a 5% falt in sales and a
25 basis point fall in gross profit marginwould reduce the reversal by £2.0m.

Impairments - UK store estate programme

During the year, the Group has recognised an impairment charge of £107.9m and impairment reversals of £36.7m relating to the
ongoing UK store estate programme (last year: impairment charge of £132.0m and impairment reversals of £108 3m). These stores
were impaired to their 'value in use’ recoverable amount of £109.6m, which is their carrying value at year end. The impairment
charge relates to the store closure programme and has been recognised within adjusting items (see note 5). Impairment reversals
predominantly reflect improved trading expectations compared to those assumed at the end of the prior year end.

Where the planned closure date far a storeis outside the three-year plan periocd, no growth rate 15 applied. The rate used to discount
the forecast cash flows for UK stores is 8.9% (last year: 8.6%).

As disclosed in the accounting paolicies (note 1}, the cash flows used within the impairment models for the UK store estate programme
are based on assumptions which are sources of estimation uncertainty and small movernents in these assumptions could lead to
further impairments. Management has performed sensitivity analysis on the key assumptions in the impairment model using
reasonably possible changes in these key assumpticns across the UK store estate programme.

Adelay of 12 months in the probable date of each store exit would result in a decrease in the impairment charge of £24.7m. A 5%
reductioninplanned sales in years 2 and 3 {where relevant) would result in anincrease in the impairment charge of £21.7m. Neither a
50 basis point increase in the discount rate, a 25 basis point reduction in management gross margin during the period of trading nor a
2% increase in the costs associated with exiting a store would result in a significant increase to the impairment charge, individually or in
combination with the other reasonably possible scenarios considered.

Impairments - International stores

During the year, the Group has recognised an impairment reversal of £8.8m in Ireland (last year: impairment charge of £9.0m) and
£nilin the Czech Republic (Last year: £0.2m) as a result of store impairment testing.

ForIrish stores, cash flows beyond the three-year period are extrapolated using a long-term growth rate of 0%. The rate used to
discount the forecast cash flows for Irish stores is 10.0% (last year: 14.1%).

As disclosed in the accounting policies (note 1), the cash flows used within the impairment model are based on assumptions which
are sources of estimation uncertainty and small movements in these assumptions could lead to further impairments. Management
has performed sensitivity analysis on the key assumptions in the impairment model using reasonably possible changes in these
key assumptions.

ForIrish stores, reasonably possible changes in other key assumptions, including a reduction in sales of 5% from the three-year planin
years 2 and 3 toreflect a potential recession, a 25 basis point reduction in gross profit margin throughout the plan period, a 50 basis
pointincrease in the discount rate or a 1% fallin sales combined with & 10 basis point fallin gross profit margin would not resultin a
change in the impairment reversal.
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NOTESTOTHE FINANCIAL STATEMENTS CONTINUED

16 OTHER FINANCIAL ASSETS

2021 2020
£m £m
Non-current
Unlisted investments 97 97
Current
Short-term investments’ 184 1z

1 Includes £9 2mi{last vear £5 Bm)of maney market deposits held by Marks and Spencer plein an escrow account.

Upon transition to IFRS 9, unlisted equity investments were irrevocably designated as fair value through other comprehensive income.
Other financial assets are measured at fair value with changes in their value taken to the income statement.

17 TRADE AND OTHER RECEIVABLES

2021 2020
£m £m
Non-current
Trade receivables 0.1 0.2
Leasereceivables—net 62.8 69.2
Other receivables 2.1 22
Prepayments 196.4 191.¢
o B 261.4 2626
Current
Trade receivables 109.8 150.8
Less: provision for impairment of receivables 37y = (40
Trade receivables —net ] - } ] 106.1 146.8
Leasereceivables - net - 01
QOther receivables 30.5 41.0
Prepayments 53.9 84.8
Accruedincome 19.1 253
B 2096 298.0

The directors consider that the carrying amount of trade and other receivables approximates their fair value. The Group's assessment
of any expected credit losses is included in note 21. Included in accrued income is £5.7m (last year: £17.4m) of accrued supplier income
relating to rebates that have been earmed but not yet invoiced. Animmaterial arnount of supplier income that has been invoiced but
not yet settled against future trade creditor balances is included within trade creditors, where thereis a right to of fset. Theimpact on
inventory isimmaterial as these rebates relate to food stock which has been sold through by the year end.

The maturity analysis of the Group's lease receivables is as follows:

2021 2020
£m £m
Timing of cash flows
Within one year 4.8 71
Between one and two years 4.8 4.7
Between two and three years 4.7 47
Between three and four years 4.7 47
Between four and five years 6.1 47
More than five years N o 128.9 135.0
Total undiscounted cash flows o o 154.0 160.9
Effectofdiscounting (79.3) (86.9)
PrejniV_alue of lease payments recejvable . 74.7 740
Less: provision forimpairment of receivaples o {11.9) _@n
Netinvestment in the lease 62.8 69.3
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

18 CASH AND CASH EQUIVALENTS

Cash and cash equivalents are £674.4m {last year. £254 2m {restated)). The carrying amount of these assets approximates their
fair value.

The effective interest rate on short-term bank deposits is 0.06% {last year: 0.42%). These deposits have anaverage maturity of 5 days
(last year: 3 days).

19 TRADE AND OTHER PAYABLES

2020
2021 {Restated)
£m im
Current

Trade and other payables’ 1,091.5 1,017.8
Social security and other taxes 46.8 64.4
Accruals 407.5 3793
Deferred income S ) ) ] 53.2 ) 39.5
) 1,599.0 1501.0

Non-current
Other payables 179.2 206.6
Deferredincome ) i ) B 131 16.0
o ' 192,3 2226

1 Seenotel for detaiks onachange inaccounting policy and the resulling restaterment
Includedwithin current trade and other payablesis £33.6m (last year: £nil) and non-current other payables is £178.4m (last year:
£202.4m) of contingent cansideration relating to the investment in Ocado Retail Limited. See note 21 for further details.

A contract liability arises in respect of gift cards and voucher schemes as payment has been received for a performance obligation
which will be performed at a later point in time. Included within trade and other payables are gift card/voucher scheme tiabilities:

2021 2020

£m Im

Opening balance 180.8 186.9
Issues 363.2 4238
Released to the income statement (349.6) (4299)
Closing balance 194.4 180.8

The Group operates a number of supplier financing arrangements, under which suppliers can obtain acceierated settlement on
invoices from the finance provider. This is a form of reverse factoring which has the objective of serving the Group's suppliers by
giving them early access to funding. The Group settles these amounts in accordance with each supplier's agreed payment terms.

The Groupis not party to these financing arrangements and the arrangements do not permit the Croup to obtain finance from the
provider by paying the provider later than the Group would have paid its supplier. The Croup does not incur any interest towards the
provider on the amounts due to the suppliers. The Group therefore discloses the amounts factored by suppliers within trade payables
because the nature and function of the financial liability remain the same as those of other trade payables.

The payments by the Group under these arrangements areincluded within operating cash flows because they continue to be part
of the normal operating cycle of the CGroup and their principatl nature remains operating - i.e. payments for the purchase of goods
and services.

At 3 April 2021, £272 6m (last year: £215 6rm) of trade payables were amounts owed under these arrangements. During the year,
the maximum facility available at any one time under the arrangements was £305.0im (last year: £299.0m).

Inresponse to the Covid-19 pandemic, during the year the Group impiemented extended payment terms for suppliers in
Clothing & Home.
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NOTES TOTHE FINANCIAL STATEMENTS CONTINUED

20 BORROWINGS AND OTHER FINANCIAL LIABILITIES

2020
2021 (Restated)
£&m £mn

Current
Bank loans and overdrafts 4.7 5.5
Lease liabilities 219.4 1972
6.125% £400m Medium Term Notes 2027 163.5 -
Interest accrued on Medium Term Notes 452 35.1
] e - a3 2478
Non-current T
6.125% £300m Medium Term Notes 20210 - 2992
3.00% £300m Medium Terr Notes 2023 298.5 298.0
4 75% £400m Medium Term Notes 2025'5 412.2 3994
3.75% £300m Medium Terrm Notes 20264 298.3 -
3.25% £250m Medium Term Notes 2027 248.0 2476
7125% US$300m Medium Term Notes 203722 192.2 1921
Revaluation of Medium Term Notese 24.2 648
Leaseliabilities o o 2,186.5 236438
- o 3,659.9  3.8659
Total 4,092.7 4037

. Thesenotes are ssued under Marks and Spencer ple's £3bn Euro Medium Term Note pregramme and all pay interest annually

Interest onthese bonds is payable semi-annually

US$300m Medium Term Note exposure swapped to sterling {fixed-to-fixed cross currency interest rate swaps)

InNovember 2020,a£300m 3 75% Medium Term Note was issued which matures inMay 2026

The Group occasionally enters into interest rate swaps to manage interest rate exposure Atyear ena, £ril lastyear £175m)was swapped from fixed to flaating rate. Alseincludes
£13.6m (lastyear £1 2Zm)of far value adjustment for terminated hedges to be amortised over the remaining debt maturnity.

Revaluation consists af foreign exchange loss on revaluatian of the 7125% US$300m Medium Term Notes 2037 of £24 2m{last year £50 8rn) Last yearthusalsoincluded afair value
hedge adjustment of £13.6m

7 Scenotetfordetals onachangeinaccounting policy and the resulting rostatement

Leases

N W

jal

The Group teases various stores, offices, warehouses and equipment with varying terms, escalation clauses and renewal rights.

The Group has certain leases with lease terms of 12 months or less and leases of assets with low values. The Croup applies the
‘short-term lease’and 'lease of low-value assets recognition exemptions for these leases.

Set out below are the carrying amounts of lease liabilities and the movements during the period.

2021 2020

£m Em

Opening lease liabilities 2,562.0 2,576.8
Additions 48.3 2041
Interest expense relating to lease ligbilities 133.8 141.3
Payments (316.7) (335.7)
Disposals (7.8) (25.7)
Exchange difference . 37y 12
T - _2,4059  2,5620

Current o - 219.4 197.2
Non-current 2,186.5 2,364.8

The maturity analysis of lease liabilities is disclosed in note 21 (a).

Future cash outflows related to the post break clause period included in the lease liability

The Group holds certain leases that contain break clause options to provide operational flexibility. In accordance with IFRS 16, the
Croup has calculated the full lease term, beyond break, to represent the reasonably certain tease term (except for those stores
identified as part of the UK store estate programme) within the total £2,405.9m of lease liabilities held on the balance sheet.

The following amounts were recognised in profit or loss:

2021 2020

£m £m

Expenses relating to short-term ieases 4.6 10
Expenses relating to low-value assets 1.0 24
Expenses relating to variable consideration 2.5 6.0
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

21 FINANCIAL INSTRUMENTS

Treasury policy

The Group operates a centralised treasury function to manage the Group's funding requirements and financial risks in line with the
Board-approved treasury policies and procedures, and their delegated authorities. ,

The Group's financial instruments, other than derivatives, comprise borrowings, cash and liquid resources and various iterns, such as
trade receivables and trade payables that arise directly from its operations. The main purpose of these financial instruments 1s to
finance the Group's operations.

The Croup treasury function alsa enters into derivative transactions, principally interest rate swaps, cross-currency swaps and forward
currency contracts. The purpose of these transactions is to manage the interest rate and foreign currency risks anising from the
Croup's cperations and financing.

It remains the Croup's policy not to hold or issue financialinstruments for trading purposes, except where financial constraints !
necessitate the need te liguidate any outstanding investments. The treasury function is managed as a cost centre and does not
engage in speculative trading.

Financial risk management

The principal financial risks faced by the Group are liquidity and funding, counterparty, foreign currency and interest rate risks.
The policies and strategies for managing these risks are summarised on the following pages:

(a) Liquidity and funding risk
The risk that the Group could be unable to settle or meet its obligations as they fall due:

- The Group's funding strategy ensures a mix of funding sources cffering sufficient headroom, maturity and flexibility,
and cost-effectiveness to match the requirements of the Group.

- Marks and Spencer plc is financed by a combination of retained profits, bank borrowings, Medium Term Notes and comrnitted
syndicated bank facilities.

- Operating subsidiaries are financed by @ combination of retained profits, bank borrowings and intercompany loans. |

At year end, the Group had a committed syndicated bank revolving credit facility of £1.1bn set to mature on 15 April 2023. The facility
contains only one financial cavenant, being the ratic of earnings before interest, tax, depreciation and amortisation; to net interest and
depreciation on right-cf-use assets under IFRS 16. The covenant is measured semi-annually. The Group was not in breach of this
covenant at the reporting date.

Due to uncertainty around the ramifications of the Covid-19 pandemic on the reported covenant, formal agreement has been
reached with the lending syndicate of banks to substantially relax the covenant conditions for the tests arising in September 2021
and March 2022

The Croup also has a number of uncommitted facilities available to it. At year end, these amounted to £25m (last year: £50m), all of
which are due ta be reviewead within a year. At the balance sheet date, a sterling equivalent of £nil {last year: £nil) was drawn under the
committed facilities and £nil{last year: £nil) was drawn under the uncommitted facilities.

In addition to the existing borrewings, the Group has a Eurc Medium Term Note programme of £3bn, of which £1.4bn (last year: £1.3bn)
wasinissuance as at the balance sheet date. Theinitial rate of interest is fixed at the date of issue and the Notes are referred to as fixed
rate borrowings throughout the Annual Report as the coupon does not change with movements in benchmark interest rates. However,
the rate of interest on certain Notes varies both up and down in response to third-party credit ratings (to above/below Baa3 or above/
below BBB-) that reflects the relative deterioration ar improvement in the Croup’s cost of credit, and the interest payable on these
Notes increases from the next interest payment date following a relevant credit rating downgrade. As the original contractual terms
of these Nates provide for changes in cash flows to be reset to reflect the relative deterioration or improverment in the Group’s cost

of credit, the Group considers these Notes to be floating rate instruments when determining amortised cost under IFRS 9 and
consequently the Group applied IFRS 9 paragraph B5.4.5, which requires no adjustment to the carrying amount of the labilities or
immediate impact on profit and loss. If the Croup had determined these Notes to be fixed rate instruments, the Notes would be
remeasured to reflect the revised cash flows discounted at the original effective rate. This would result in initially a higher interest
expense to profit or Loss, of fset by lower interest charges subsequently, when compared to the Group's treatment. The Group
assessed that there are alse no implications on the application of fair vatue hedge accounting. Prior to the early settlement of the
Group’s interest rate swaps, the hedge effectiveness requirements of IFRS 9 were met, with an identified economic relatienship in
existence between the designated hedged itern and the hedging instrument, with their respective fair values expected to move in
oppaosite directions.

As part of the Ocado Retail Limited investment, Ocado Retail Limited entered into a £30m, three-year revolving credit facility.
Along with Ocado Group Ple, the Group has provided a parent guarantee to cover 50% of the £30m revolving credit facility provided
by BNPP to Ocado Retail Limited.
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The table below summarises the contractual maturity of the Group's non-derivative financial liabilities and derivatives, excluding trade
and other payables and accruats. The carrying value of all trade and other payables (excluding contingent consideration payable}

and accruals of £1,466.2m {last year: £1,401.3m) is equal to their contractual undiscounted cash flows (see note 19) which are due within
one year. Contingent consideration {see the fair value hierarchy section within note 21) of £33.7m (last year: £nil) is expected to become
payable within one year and £190.8m (last year: £222.6m}) between two and five years.

Partnership
Lability tothe Total borrowings

Marks & Spencer andother Tolal derivative
Bank loansand Medium Term Lease UK Pens'on financial  Cashinflowon Cashoutflowon assctsand
overdrafts Notes Labitities® Scheme (note12) liabilities denvatives' der’vatives Liabilit'es
£m Lm Em £m £m im fm £m
Timing of cash flows
Within one year {15.5) 71.9) (340.2) (71.9) (499.5) 19720 (1,898.0) 74.0
Between one and
twoyears - (371.9) (329.4) (71.9) (773.2) 183.5 (167.2) 16.3
Between two and
five years - “451.6} (834.2) (71.9) (1,357.7) 2968 (238.4) 584
More than five years - (840 (3,674.2) - (4,838.2) 2353  (1883) 470
Total undiscounted
cash flows {15.5) (2,059.4) {5178.0) (215.7) (7,468.6) 2,6876 (2,491.9) 185.7
E_iie_(;ng__di_scc_)in_ti_ng ) -~ 5232 2,616.0 83 3,717747.57
At 28 March 2020
{restated)? (15.5) (1,536.2) (2,562.00 (207.4) 4,3210)
Timing of cash flows
Within one year @.7) (244.8) (326.3) (124.9) (700.7) 2,082.2 (2,143.0) (60.8)
Between one and
two years - (74.8) (289.1) (71.9) (435.8) 208.8 (210.2) (1.4)
Betweentwoand
five years - (898.8) (754.6) - (1,653.4) 46.5 (43.8) 27
More than five years L - (987.7)  (3,293.2) - (4,280.9) 404.0  (36B.6) 354
Total undiscounted
cash flows 4.7) (2,206.1} {4,663.2) (196.8) (7,070.8) 2,741.5 (2,765.6) {24.1)
Effect of discounting - 524.0 2,257.3 3 27846
At 3 April 2021 {a.7) (1,682.1) (2,405.9) (193.5) (4,286.2)

1. Cashinflows and outflows on derwative instruments that require gross settlement (such as crass currency swaps and forward foreign exchange contractsare disclosed gross
Cashinflows and outflows onderivative instruments that settle on a netbasis are disclosed net

2 Seenatelfordetailsonachangeinaccounting policy andthe resulting restatement

3 Totalundiscountedlease payments of £764 Omrelating to the period post break clause, and the earliest contractual lease exit point, areincluded in lease Labilities. These
undiscounted lease payments should be excluded when determning the Group's contractual ndeotedness under these leases, where thereis a contractual right to reak.

(b) Counterparty risk

Counterparty risk exists where the Group can suffer financial loss through the default or non-performance of the counterparties
with whom it transacts.
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Exposures are managed in accordance with the Croup treasury policy which limits the value that can be placed with each approved
counterparty to minimise the risk of Loss. The minimum long-term rating for all counterparties is long-term Standard & Poor’s
(S&P)Moody's A-/A3 (BBB+/Baal for committed lending banks). In the event of a rating by one agency being different from the
other, reference will be made to Fitch to determine the casting vote of the rating group. In the absence of a Fitch rating the lower
agency rating will prevail. Limits are reviewed regularly by senicr management. The credit risk of these financial instruments is
estimated as the fair value of the assets resulting from the contracts.
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The table below analyses the Group's short-term investments and derivative assets by credit exposure excluding bank balances,
store cash and cashin transit.

Creditrating of counterparty

ADA Af Ah AA- A A A- BEBB+ Total
£m £ £m fm £m £m £m £fm fm
Short-term investments' - - - 424 59.4 15.7 - 36 1211
Net derivative assets” - - - 792  6e62 %8 00~ - W22
At 28 March 2020 . - 1216 1256 425 - 36 2933
AAA Ads AA AA- Av A A- BBE. Total
£m £m £m £m £m £m £m Em £m
Short term investments' - - - 544 182.4 250.3 4.7 3.3 495.1
Netderivativeassets” =~~~ = =~ = =~ ~ - 8 6 = - - 89
At3Aprit2021 - - - 54.4 190.7 250.9 47 3.3 504.0

1 Includescash ondeposit and money market funds held by Marks and Spencer ScottishLim'ted Partnership, Marksand Spencer ple and Marks and Spencer General Insurance.
Excludescashin handandintransit of £197 /m{last year £144 8m)
2. Standard & Poor's equivalent rating shown as reference to the major ity credil rating of the counterparty frameither Standard & Poor's, Meody's or Ftcnwhere applicable

The Group has a very low retail credit risk due to transactions principally being of high volume, low value and short maturity.

The maximum exposure to credit risk at the balance sheet date was as follows: trade receivables £106.2m (last year: £147 Om),
lease receivables £62.8m (last year: £69.3m), other receivables £32.6m (last year: £43.2m}, cash and cash equivalents £674.4m
(last year: £254.2m) and derivatives £33.1m (last year: £172.2m).

Impairment of financial assets

The credit risk managerment practices of the Group include internal review and reporting of the ageing of trade and other receivables
by days past due by a centralised accounts receivable function, and grouped by respective contractual revenue stream, along with
liaison with the debtors by the credit control functicn.

The Group applies the IFRS 9 simplified approach in measuring expected credit losses which use a lifetime expected credit loss
allowance for all trade receivables and lease receivables.

To measure expected credit losses, trade receivables have been grouped by shared credit risk characteristics along the lines of
differing revenue streams such as international franchise, food, UK franchise, corporate and sundry, as well as by geographical
location and days past due. In addition to the expected credit losses calculated using a provision matrix, the Group may provide
additional provision for the receivables of particular customers if the deterioration of financial position was observed. The Group’'s
trade receivables are of very low credit risk due to transactions being principally of high volume, low vatlue and short maturity.
Therefore, it also has very low concentration risk,

The expected loss rates are determined based on the average write-offs as a proportion of average debt over a period of 36 months
prior te the reporting date. The historical loss rates are adjusted for current and farward-looking information where significant.

The Group considers GDP growth, unemployment, sales growth and bankruptcy rates of the countries inwhich goods are sold to

be the most relevant factors and, where the impact of these is significant, adjusts the historical loss rates based on expected changes
inthese factors.

Historical experience has indicated that debts aged 180 days or over are generally not recoverable. The Croup has incorperated this
into the expected loss model through a uniform loss rate for ageing buckets below 180 days dependent on the revenue stream and
country and providing for 100% of debt aged over 180 days past due. Where the Group specifically holds insurance or holds the legal
right of offset with debtors which are also creditors, the loss provision is applied only to the extent of the uninsured or net exposure.

Trade receivables are written off when there is ho reasonable expectation of recovery. Indicators that there may be noreasonable
axpectation of recovery include the failure of the debtor to engage in a payment plan, and failure to make contractual payments
within 180 days past due.

Impairment losses on trade receivables are presented as net impairment losses within operating profit and subsequent recoveries are
credited to the same tine item.
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Upto 30 days 31-60days 61-50days 91-180days 181days or more
Current pastdue past due pastdue pastdue pasl due Total
Asat28 March 2020 £mn £m £m £m £m Em fm
Gross carrying amount —
tradereceivables 127.7 19.6 1.7 0.4 Q.5 09 150.8
Bp,e,c,te.d loss rate o N 1.59% 7772163% ) 24.60% 3.75% 2_9.2_2% 100.0% 267%
Lifetime expected creditioss 20 0.5 0.4 = 0.2 09 40
Net carrying amount 125.7 19.] 13 c4 03 - 146.8
Upto30days 31-60days 61-90 days 91-180 days 181 days or more
Current past due past due past due pastdue past due Total
Agat 3 Aprit 2021 £m £m Em £m £m £m £m
Gross carrying amount —
trade receivables 95.0 9.9 2.0 0.8 0.8 1.3 109.8
Expected loss rate B 1.45% 5.43% 12.88%  1578% 17.06% 100.0%  3.40%
Lifetime expected creditloss 14 0.5 0.3 A 0.1 1.3 37
Net carrying amount 93.6 924 1.7 07 0.7 - 106.1

The closing loss allowances for trade receivables reconciles to the opening loss allowances as follows:

2021 2020
Trade recaivables expected loss provision £m m
Opening loss allowance as at 28 March 2020 4.0 32
(Decrease)/increase in loss allowance recognised in profit and loss during the year {0.3) 09
Receivables written of f during the year as uncollectable - o5
Closing loss allowance as at 3 April 2021 3.7 4.0
The closing loss allewances for lease receivables reconciles to the opening Loss allowances as follows:

2021 2020
Leasereceivables expected loss provision £m fm
Opening loss allowance as at 28 March 2020 4.7 -
Increase in loss allowance recognised in profit and loss during the year' 7.2 4.7
Receivables written off during the year as uncollectable - -
Closing loss allowance as at 3 April 2021 1.9 47

1 Relatestothc sub-let of previausly closed offices associated with the strategic programme to centralise the Group's London Head Qf4ce functions {sec note 5)
The provision for other receivablesis highly immaterial (it can be quantified) and therefore no disclosure is provided.
{c) Foreign currency risk

Transactional foreign currency exposure arises primarily from the import of goods sourced from overseas suppliers and also from
the export of goods from the UK te averseas subsidiaries. The most significant exposure is to the US dollar, incurred in the sourcing of
Clothing & Home products from Asia.

Croup Treasury hedges these exposures principally using forward foreign exchange contracts progressively based on dynamic
forecasts from the business. Hedging begins around 14 manths ahead of the start of the season, with between 80% and 100% of the
risk hedged eight months before the start of the season.

Other exposures arising frem the export of goods to overseas subsidiaries are also hedged progressively cver the course of the year
before they are incurred. As at the balance sheet date, the gross notional value in sterling terms of forward foreign exchange sell or
buy contracts amounted to £1,776.6m (last year: £1,872.9m) with a weighted average maturity date of six months (last year: sixmonths).

Cains and losses in equity on ferward foreign exchange contracts designated in cash flow hedge relationships as at 3 April 2021 will be
reclassified to the income statement at various dates over the following 16 months (last year: 18 menths) from the balance sheet date.
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The foreign exchange forwards are designated as cash flow hedges of highly probabie forecast transactions. Both spot and forward
points are designated in the hedge relaticnship, under IFRS @ the currency basis spread may be excluded from the hedge relationship
and recognised in other comprehensive income - cost of hedging reserve. The change in the fair value of the haedging instrument, to
the degree effective, is deferred in equity and subsequently either reclassified to profit or loss or removed from equity and includedin
the initial cost of inventory as part of the “basis adjustment”. This will be realised in thé income statement once the hedged iterm is soid.
The Group has considered and elected not to recognise the currency basis spread element in the cost of hedgingreserve, owing to the
relativetly short-dated nature of the hedging instruments.

The Croup regularly reviews the foreign exchange hedging portfolic to confirm whether the underlying transactions remain highly
probable. Any identified instance of over-hedging ar ineffectiveness would result in immediate recycling to the Income Statement.

A change in the timing of a forecast item does not disqualify a hedge relationship nor the assertion of “highly probable” as there
remains an econamic relationship between the underlying transaction and the derivative. In accordance with the Group's treasury
policy, hedges are entered into by business line and by season. In the prior period, management identified over-hedging in Clothing &
Home stock purchases resulting in a gain of £2.9m in profit and loss. No such over-hedging has been identified in the current period.

The foreign exchange forwards are recognised at fair value. The Group has considered and elected not to appty credit/debit valuation
adjustments, owing to their relatively short-dated nature. The risks at the reporting date are representative of the financial year.

The Group also holds a number of cross-currency swaps te designate its fixed rate US dollar debt to fixed rate sterling debt. These are
reported as cash flow hedges. The change in the fair value of the nedging instrument, to the degree effective, is retainedin other
comprehensive income, segregated by cost and effect of hedging. Under IFRS 3 the currency basis on the cross-currency swaps is
excluded from the hedge designation and recognised in other comprehensive income - cost of hedging reserve. Effectivenessis
measured using the hypothetical derivative approach. The contractual terms of the cross-currency swaps include break clauses every
five years which allow for the interest rates to be reset (last reset Decembear 2017). The hypothetical derivative is based onthe original
critical terms and so ineffectiveness may result. Inorder to more closely align the hedging instrument with the criginal hypothetical,
the Group successfully renegotiated the cross-currency swaps portfolic during the prior year, receiving £7.7m cash settlement from
the counterparty banks, and increasing the average pay fixed GBP teg from 7.3% to 7.5%.

The cross-currency swaps are recognised at fair value. The inclusion of credit risk on cross-currency swaps will cause ineffectiveness
of the hedge relationship The Group has considered and elected te apply credit/debit valuation adjustments, owing to the swaps’
relabive materiality and longer dated nature.

The Group also hedges fareign currency intercompany loans where these exist. Forward foreign exchange contracts in relation tothe
hedging of the Group's foreign currency intercompany loans are classified as fair value through profit and loss. The corresponding fair
value movement of the intercompany loan balance resulted in a £1.4m gain (last year £3.4m gain) in the income statement. As at the
balance sheet date, the gross notional value of intercompany loan hedges was £172.0m {last year: £157.0m).

After taking into account the hedging derivatives entered into by the Group, the currency and interest rate exposure of the Group's
financial liabilities, excluding short-term payables and the liability to the Marks & Spencer UK Pension Scheme, is set out below:

2021 2020

Fixed rate Floating rate Total F xedrate Floating rate Total,
£m £m £m im £m £m

Currency
Sterling 3,886.2 4.7 3,890.9 36722 205.6 38778
Eurc 95.8 - 95.8 109.8 - 109.8
Other | - w60 -  wWeo 1261 - 1261
7 ap88.0 47 40927 3,9081 2056 41137

The floating rate sterling borrowings are cash balances classified as overdrafts.

As at the balance sheet date and excluding lease liabilities, post-hedging the GBP and USD fixed rate borrowings are at an average rate
of 5.3% (last year 4.8%) and the weighted average time for which the rate is fixed is six years ((ast year: six years).

During the year, the Group closed out all interest rate swaps designated in hedge relationships {last year: £175m)
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() Interest rate risk
The Group is exposed to interest rate risk in relation to sterling, US dollar and euro variable rate financizl assets and liabilities.

The Group’s policy is to use derivative contracts where necessary to maintain a mix of fixed and floating rate borrowings to manage
this risk. The structure and maturity of these derivatives correspond to the underlying borrowings and are accounted for as fair value
or cash flow hedges as appropriate.

At the balance sheet date, fixed rate borrowings amounted to £4,088.0m (last year: £3,908.1m) representing the public bond issues
and lease liabilities, amounting to 99% (last year: 95%} of the Group’s gross borrowings.

The effective interest rates at the balance sheet date were as follows:

2021 2020

% %

Committed and uncommitted borrowings N/A N/A
Medium Term Notes 5.3% 46%
Leases 5.4% 5.5%

The Croup has closely monitored the market and the output from the various industry working groups managing the transition

to new benchmark interest rates. This includes announcements made by LIBOR regulaters (including the Financial Conduct
Authority (FCA)) regarding the transition away from GBP LIBOR to the Sterling Overnight Index Average Rate (SONIA).

In March 2021, the FCA announced that it will no longer seek to persuade, or compel, banks to submit LIBOR frorm 31 December 2021
(for USD LIBOR: 30 June 2023).

In response to the announcements, the Group hasidentified any contracts with reference to LIBOR within the business and has
appointed a project team to ensure a smooth transition to alternative benchmark rates under the governance of the Head of Treasury.
The work is ongoing but is expected to complete well ahead of the cessation of the publication of LIBOR.

During the year, the Group closed out all pay six-month GBP LIBOR, receive CBP fixed interest rate swaps (last year: £175m). The Group
no longer holds any derivatives or hedge relationships that reference LIBOR.

The Croup will continue to apply the Phase 1 amendments to IFRS @ (which were adopted last year) until the uncertainty arising from
theinterest rate benchmark reforms that the Group is exposed to ends. The Group has assumed that this uncertainty will not end untit
the Group's contracts that reference LIBORs are amended to specify the date on which the interest rate benchmark will be replaced,
the alternative benchmark rate and the relevant spread adjustment. This will, in part, be dependent on the intraduction of fallback
clauses which have yet to be added to the Group’s contracts and the negotiation with lenders.
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Derivative financial instruments

The below table iliustrates the effects of hedge accounting on the consclidated statement of financial position and consolidated
income statement through detailing separately by risk category and each type of hedge the details of the associated hedging

instrument and hedged item.

28March 2020

Current

Neon-current

Forward foreign

Forward foreign

Farward faroign

exchange exchange Interest Cross-currency exchange Interest
contracts contracts rate swaps Swaps contracts rate Swaps
£m £m £m £m £m £m
Hedging risk strategy Cash flow FVTPL Fairvalue Cash flow Cash flow Fairvalue
hedges hedges hedges hedges hedges
Notional/currency legs 1,6993 1570 - 1935 1736 175.0
Carrying amount assets 71.0 2.5 - 83.8 10.2 18.4
Carrying amount (liabilities) (10.2) (2.8) - - (0.7) -
Maturity date toFep 2021 to Cct 2020 - Dec 2037  toAug202] Jun 2025
Hedge ratio 100% 100% - 100% 100% 100%
Description of hedged item Highly inter- GBP fixed USD fixed Highty CBPfixed
probable company rate rate probable rate
transactional loans/ borrowing borrowing transactional borrowing
FX exposures deposits FX exposures
Change in fair value of 334 {0.6) - 79.7 m 38
hedging instrurnent
Change in fair value of hedged item (30.5) 4.0 - (7.7} {1.7) (3.8)
used to determine hedge effectiveness
Weighted average hedge rate forthe year GBP/USD 1.3, N/A - 75%GBP/USD 1232, -
CBR/EUR11E CBP/EUR 115
Amounts recognised within finance 29 34 - 59 - -
costs in profit and loss
Balance on cash flow hedge reserve at (37.3) N/A N/A (400 9.8) N/A
28 March 2020
Balance on cost of hedging reserve at - N/A N/A [¥A)] - N/A
28 March 2020
3 April 2021
Current Non-current
Forward foreign  Forward foreign Ferward foreign
exchange exchange Interest Cross-currency exchange Interest
contracts contracts rate swaps SWaps contracts rateswaps
£m £m Em £m £m £m
Hedging risk strategy Cashflow FVTPL Fair value Cash flow Cash flow Fair value
hedges hedges hedges hedges hedges
Notional/currency legs 1,585.9 3338 - 193.5 190.7 -
Carrying amount assets 321 0.7 - - 0.3 -
Carrying amount (liabilities) (83.9) (2.1) - (8.1) (2.6) -
Maturity date to Sep 2021 toJan 2022 -  toDec2037 toMay2022 -
Hedge ratic 100% 100% - 100% 100% -
Description of hedged itemn Highly Inter- - USD fixed Highly -
probable company rate probably
transactional loans/ borrowing transactional
FX exposures deposits FX exposures
Change in fair value of (100.2) (M.1) - (9.7) {11.8) -
hedging instrument’
Change in fair value of hedged item 100.2 12.5 - 93.0 n.s -
used to determine hedge effectiveness
Weighted average hedge rate for the year GBP/USD - - 7.5% GBP/USD -
1.32, 1.28,GBP/
GBP/EURL.13 EUR1.12
Arnounts recognised within finance - 1.4 - 13 - -
costs in profit and loss
Balance on cash flow hedge reserve at 40.6 - - 254 2.2 -
3 April 2021
Balance on cost of hedging reserve at - - - {5.8) - -

3 April 202

1 Tne£(117)m “arvatue change represented Inthe "ar value moverment of the forward contracts under FYTPLcons sts ofeconomic nedges of certa nintercompany toans/deposits
andforwa<d contracts that are no longer inhedge relatonships (tatal equivalent notional £333 Bmj Ofthisfa-rvalue change, £(10 2jmrelates to rmoavernents in valid hedge
relationships that de-desigrated at the end ofthe f rancial year and were rec _assified tothe cost of inventary Thisline alsoincludesthe cash settlements of the dervative positions

duningtae year
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3 April 2021 28 March 2020
Notional value Fair value Notionalvalue Fair value
Assets Liabilities Assets Liabilities Assets Liabibles Assels Liatnlities
£m £m £m £m £m £m £fm £m
Current
Forward foreign —cash flow 449.0 1,136.9 32 (83.9) 1,385.0 3143 71.0 (10.2)
exchange contracts hedges
-FVTPL 72.2 261.6 0.7 {(12.1) 619 951 25 (2.8)
521.2 1,398.5 32.8 (96.0) 1,4469 4094 735 {13.0)
Non-current
Cross currency swaps ~cash flow - 193.5 - (8.1} 1935 - 838 -
hedges
Forward foreign - cash flow 46.2 144.5 0.3 {2.6) 1531 20.5 16.2 0.7)
exchange contracts hedges
Interest rate swaps - fair value - - - - 175.0 - 18.4 -
hedges
46.2 338.0 0.3 {10.7) 5216 205 124 0.7)

The Group's hedging reserves disclosed in the conseclidated statement of changes in equity, relate to the following hedging
instruments:

Cost of Cost of Total

hedging  nedging cost of Hedge Hedge Hedge Total
reserve FX reserve  Deferred  hedging reserve FX reserve reserve  Deferred hedge
denvatives CCIRS tax reserve denvahves CCIRS  giltlocks tax reserve
£m £m £m £m m Em £m £m £m

Opening balance 31 March 2019 - (14.6) 29 mn.z) Mmn 329 0.2 (7.4) 14.6

Add: Change in fair value of hedging instrument

recognised in OCI - - - -  (59.2) {888 - - (147.8)

Add: Costs of hedging deferred and recognised

in OCI - 75 - 7.5 - - - - -

Less: Reclassified to the cost of inventory — — - - 218 - - - 21.8 "
Less: Reclassified from OCl to profit or loss — E
included in finance costs - - - - 29 156 [(OR))] - 18.4 z
Less: Deferred tax - - (1.5) (1.5) - - - 24.4 24.4 E
Closing balance 28 March 2020 - (7.1} 1.4 {(5.7) (45.6) (40.J) 0.1 170 (68.6) ”E.’
Opening balance 29 March 2020 - (7.1} 1.4 (57) (456) {400 0.1 170 {68.6) c
Add: Change in fair value of hedging instrument 3
recognised in CCl - - - - 1222 92.0 - - 214.2 fry
Ada: Costs of hedging deferred and recognised

in OCt - 1.3 — 1.3 - - - - -

Less: Reclassified to the cost of inventory - - - - (339 - - - (33.9)

Less: Reclassified from OCl te profit or loss - - - - - (26.5) - - (26.5)

Less: Deferred tax - - 0.2) (0.2) - - - (304) (30.4)
Closing balance 3 April 2021 - (5.8) 1.2 (46) 427 25.4 01 (134) 548

1 Cross-currencyinterestratc swaps
2. Othercomoerehensive income
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In the previous year, management identified over-hedging in Clothing & Home stock purchases. The portion transferred from the cash
flow hedge reserve and recognised in profit or loss in relation to forecast purchases not expected to occur amounted to a gain of
£29m. The corresponding cash flow hedges were discontinued prospectively; derivatives with the noticnal value of US$76.6m were
subsequently accounted for at fair value through profit or less. No such over-hedging has been identified in the current year.

During the year, the Group closed out allinterest rate swaps designating its GBP fixed debt to floating debt which were reported as
Fair value hedges (see note 20 for details of fair value adjustment). At 3 April 2021, the Croup had a deferred fair value adjustment of
£13.6m in borrowings relating to terminated fair value hedges. The ineffective portion recognised in profit or loss that arose from fair
value hedges amounted to a nil gain or loss as the loss on the hedged iterns was £4.4m (last year: gain of £3.8m)and the gain on the
hedging instruments was £4.4m {last year: loss of £3.8m).

2021 2020
Movement in hedged items and hedging instruments £m £
Net gain/(loss)in fair value of interest rate swap 4.4 {3.8)
Net {loss)/gain on hedgead items (4.4} 38

Ineffectiveness - -

The Group holds a number of cross-currency interest rate swaps to designate its USD to CBP fixed debt. These are reported as
cash flow hedges. The ineffective portion recognised in profit or loss that arises from the cash flow hedge amounts to a £1.3m gain
{last year: nil gain or loss}) as the gain on the hedged iterms was £93.0m (last year: £79.7m loss) and the movement on the hedging
instrurments was a £91 7m loss (last year: £79.7m gain). Anil gain or loss {last year: £5.9m gain) was recognised in profit or loss as
previously realised ineffectiveness reversed out.

2021 2020
Movement in hedged items and hedging instruments £m £m
Net (loss)/gainin fair value of cross-currency interest rate swap (91.7) 797
Net gain/{loss)on hedged items 93.0 (79.7)
Ineffectiveness 1.3 -

Sensitivity analysis

The table below illustrates the estimated impact on the income statement and equity as a result of market movements in foreign
exchange and interest rates in relation to the Croup’s financialinstruments. The directors consider that a 2% +/~ {last year: 2%)
movement ininterast rates and a 20% +/— (last year: 20%) movernent in sterling against the relevant currency represents a reasonably
possible change. However, this analysis is for illustrative purposes only. The Group believes that these illustrative assumed movements
continue to previde sufficient guidance.

The table excludes financial instruments that expose the Group to interest rate and foreign exchange nsk where such ariskis fully
hedged with another financial instrurment. Also excluded are trade receivables and payables as these are either sterling denominated
or the foreign exchange risk is hedged.

Interest rates The impact in the income statement due to changes in interest rates reflects the effect on the Group’s floating rate debt
as atthe balance sheet date. The impact in equity reflects the fair value movement in relation to the Croup’s cross-currency swaps.

Foreign exchange The impact from fareign exchange movements reflects the change in the fair value of the Group’s transactional
foreign exchange cash flow hedges at the balance sheet date. The equity impact shown for foreign exchange sensitivity relates to
derivatives. This value is expected to be materially offset by the re-translation of the related transactional exposures.

2% decrease n 2% ncreasein  20% weakening strengthenzias;
interast rales interest rates nsterling instering
£m fm frm fm
At 28 March 2020
Impact on income statement: gain/{loss) 31 .7} - -
impact on other comprehensive income: gain/{loss) 268 (19.7) 2127 (212.7)
At 3 April 2021
Impact onincome statement: (loss)/gain {9.2) 9.2 - -
Impact on other comprehensive income: (Loss)/gain (2.1) 4.7 199.4 (199.4)
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21 FINANCIAL INSTRUMENTS CONTINUED

Offsetting of financial assets and liabilities

The following tables set out the financial assets and financial liakilities which are subject to offsetting, enforceable master netting
arrangements and similar agreements. Amounts which are set off against financial assets ang liabilities in the Group’s balance sheet
are set out below. For trade and other receivables and trade and other payables, amounts not offset in the balance sheet but which
could be offset under certain circumstances are also set out. To reconcile the amount shown in the tables below to the Statement of
Financial Position, items which are not subject to offsetting should be included.

Net tinancial Relaled
assets/ amountsnotset
(Liabil'ties) per offinthe
Gross financial  Gross financiat statementof statement of
assels/ flianilhiesy/ financial financial
{liapiliLies) assets set off position position Net
Em Em £m frn £m
At 28 March 2020
Trade and other receivables 186 (14.3) 43 - 43
Derivative financial assets 185.9 - 185.9 {13.7) 1722
2045 (14.3) 190.2 (13.7) 1765
Trade and other payables (272.8) 143 {258.5) - (258.5)
Derivative financial liabilities (13.7) - (13.7) 137 -
{286.5) 143 (272.2) 13.7 (258 5)
Net financial Related
assets) amounts not set
{liabilities) per offinthe
Grossfinancial Gross financial statement of statement of
assets/ {liabilities)/ financial financial
{liabilities) assets set off position positicn Net
£m £m £m £m £m
At 3 April 2021
Trade and other receivables 16.5 {12.8) 37 - 37
Derivative financial assets 331 - 33.1 (33.7) -
49.6 {12.8) 36.8 (33.0) 37
Trade and other payables (257.4) 12.8 {244.6) - {244.6)
Derivative financial liabilities (106.7) - {106.7) 331 (73.6)
(364.1) 12.8 (351.3) 33. (318.2)

Armounts which do not meet the criteria for offsetting on the balance sheet but could be settled net in certain circumstances
principally relate to derivative transactions under ISDA agreements where each party has the option to settle amounts on a net basis
inthe event of default of the other party.
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Fair value hierarchy
The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by vatuation technigque:

- Level l:quoted {unadjusted) prices in active markets for identical assets and liabilities. The Group had no level 1 investments or
financialinstruments.

- Level 2. not tradedin an active market but the fair values are based on guoted market prices or alternative pricing sources with
reasonable levels of price transparency. The Group's level 2 financial instruments include interest rate and foreign exchange
derivatives. Fair value is calculated using discounted cash flow methodology, future cash flows are estimated based on forward
exchange rates and interest rates {from observable market curves) and contract rates, discounted at a rate that reflects the credit
risk of the various counterparties for those with a long maturity.

- Level 3: techniques that use inputs which have a significant effect on the recorded fair value that are not based on observable
market data.
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21 FINANCIAL INSTRUMENTS CONTINUED

At the end of the reperting period, the Group held the following financial instruments at fair value:

2021 2020
Levell Level2 Level 3 Total Levell Level 2 Level 3 Total
Em £m £m £m £m £m m £m

Assets measured at fair value
Financial assets at fair value
through profit or toss
~derivatives held at FYTPL - 0.7 - 0.7 - 25 - 25
Derivatives used for hedging - 32.4 - 32.4 - 183.4 - 183.4
Short-term investments - 18.4 - 184 - nz - n7
Unlisted investments' - - 9.7 9.7 - - 97 a7
Liabilities measured at fair value
Finarcial Liabilities at fair value
through profit or loss
- derivatives held at FVTRL - (12.1} - {12.1} - (2.8} - {2.8)
—contingent consideration’ - - {212.0) (212.0) - E (202.4) {202 4)
Derivatives used for hedging - {94.6) ~ (94.6} - 109 - (10.9)

There were no transfers between the levels of the fair value hierarchy dunng the penod. There were also no changes made to any of
the valuation techniques during the period.

1 ke Group bolds £3 7min unbisted equity securthes measured at fair va.ue through other comprehensivemcome (last year £9 /rn)(see nate 18)whickus alevel 3 instrument Yhelar
vatue of this investment is deterrmined wthreference to The net agset value af the entity in wh chtheinvestment s held, whichin turnderves the majority of its net asset value
through athird-party property valuation

2 Aspart of theinvestment n OcadoRetal Limited, a conbingent considerabion arrangement was agreed The far value of contingenl cons.derat .on payablois eshmated by
caleulating the present value of the fulure excected cash flows The contingent consideration arrangerment compnsées Lhree separate elementswhich only become payable onthe
achievement of three separate financial and operaional performancetargels, the most signmificant of whichis Ocado Retail Limited achieving a speciflied targeat level of earmings in
the financial vear ending Navember 2023 The maximum potentia, undiscounted amount of all future payments that the Grougs could be required La make under the arrange ment 1s
E187 5m plus interest of 4%

The fair value was estimated by apply ng an approprate discount ratetothe exoected future payments Thekey assumpbionstake inta consideration the nrobab ity of meeting
cachperformancelargetand the discount factor The performancetargets arcbinary and, based on the latest Five-year plan of Ovado Retail | imited, arc expected tobe met and
therefore the fair value reflects the fuil, discounted £187 Sm plus interest, and itis therefore expectod that £33 7re will become payablein 702127 and £190.8mwill become payable
in2024/25 Should some, or ail, of these targels not be met, less, or no, consideration would be payable, Snould the discount rate applied be cnanged, tre farr value of the
contingent consideration wouldchange, but the amount of consideration that would ultmately be paid would not necessar ly cnange Thediscount rates usedranged from 0 8% to
20% (last year 1 7% to ? 2%}and a1 0% change inthe discount rates wouldresultin achange in fair value of £6 Um(last year £7 3rm) AS% changemthe forecastlevel of earmings used
teassessthe performance targets wouid notresalt a sigmhicant change in fair value of the contingent consideration

The Marks & Spancer UK Pension Scheme holds a number of financial instruments which make up the pension asset of £10,442.9m
(last year: £10,653.8m) Level 1 and Level 2 financial assets measured at fair value through other comprehensive income amounted to
£5,446.0m {last year: £6,328.7m}. Additionally, the scheme assets include £4,996 9m (last year: £4,325.1m) of Level 3 financial assets
See note 11 for information on the Group's retirement benefits.

The following table represents the changes in Level 3 instruments held by the Pension Schemes:

2021 2020

£m m

Opening balance 4,325 32161
Fair value gain/(less) recognised in ather comprehensive income 68.3 {130.0)
Additional investment 8035 01,2391
Closing balance 4,996.9 43751

Fair value of financial instruments

With the exception of the Creup's fixed rate bond debt and the Partnership liability to the Marks & Spencer UK Pension Scherme
(note 12}, there were no material differences between the carrying vatue of non-derivative financial assets and financial liabilities and
their fair values as at the balance sheet date.

The carrying value of the Group's fixed rate bond debt (level 1 equivalent) was £1,682 Tm (last year: £1,536.2m); the fair value of this debt
was £1,807.6m (last year: £1,531.4m}which has been calculated using quoted market prices and includes accrued interest. The carrying

value of the Partnership liability to the Marks & Spencer UK Pension Scheme (level Z equivalent) is £193.5m (last year: £207.4m) and the

fair value of this liability is £185.5m (last year: £202.7m).
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21 FINANCIAL INSTRUMENTS CONTINUED

Capital policy

The Group’s objectives when managing capital (defined as net debt plus equity) are to fund investment in the transformation and
rebuild balance sheet metrics towards levels consistent with investment grade, to safeguard its ability to continue as a going concern
in order to provide optimal returns for shareholders and to maintain an efficient capital structure to reduce the cost of capital.

In doing so, the Group's strategy is to rebuild a capital structure commensurate with an investment grade credit rating and to retain
appropriate levels of liguidity headroom to ensure financial stability and flexibility. To achieve this strategy, the Croup regularly
monitors kay credit metrics such as the gearing ratio, cash flow to net debt and fixed charge cover to maintain this position. In addition,
the Group ensures a combination of appropriate committed short-term liquidity headroom with a diverse and balanced long-term
debt maturity profile. As at the balance sheet date, the Group’s average debt maturity profile was six years (last year: six years).

During the yvear, the Group maintained credit ratings of Bal (negative) with Muudy's and BB+ (negative) with Standard & Poor’s,

'n order to maintain or realign the capital structure, the Croup may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or sell assets toreduce debt.

22 PROVISIONS

Property  Restructuring Other 2021 2020
£m £m £m Em fm
At 28 March 2020 60.0 12.6 5.4 78.0 1734
Provided in the year - charged to profit or loss 22.5 105.2 9.6 137.3 443
Pravided in the year - charged to property, ptant and equipment 25.9 - - 259 (16.9)
Releasadin the year (29.8) (7.6) (0.1) (37.5) {93.2)
Utilised during the year (4.6) (81.6) (0.3) (86.5) (351
Exchange differences - {0.1) - {0.1} 06
Discount rate unwind 27 - - 2.7 49
Reclassified to the pension liability S _ - - (2.5) (2.5) -
At 3 April 2021 76.7 28.5 121 Nn7.3 780
Analysed as: -
current - S 431 215
Nan-current 74.2 565

Property provisions relate primarily to cbligations such as dilapidations arising as a result of the closure of stores in the UK, as part of
the UK store estate strategic programme. These provisions are expected to be utilised over the period to the end of each specific lease
(up to 10 years).

Restructuring provisions relate to the estimated costs associated with the strategic programme to reduce roles across central support
centres, regional management and cur UK and Republic of Ireland stores; the histerical international exit strategy; and the strategic
programme to transition to a single-tier UK distribution netwark. These provisions are expected to be utilised within the next year and
overthe period of closure of sites.

Other provisions include amounts in respect of probable liabilities for employee-related matters.

Provisions related to adjusting items were £100.8m at 3 April 2021 (last year: £71.1m), with a net charge in the year of £30.im (see note 5).

Annual Report & Financial Staterments 2021 175

w
=
z
w
Z
w
=
<
=
[
.}
4
o)
z
<
2
'S




NOTES TO THE FINANCIAL STATEMENTS CONTINUED

23 DEFERRED TAX

Deferred taxis provided under the balance sheet liability method using the tax rate at which the balances are expected to unwind

of 19% as applicable (last year: 19%) for UK differences and local tax rates for overseas differences. Details of the changes to the

UK corporation tax rate and the impact on the Group are describedinnote 7.

The movements in deferred tax assets and biabilities (after the of fsetting of balances within the same jurisdiction as permitted by

IAS12 - Income Taxes) during thea year are shown below.

Deferred tax assets/{liabilities)

Landand Capital Otner
buildings allowancesin Pensian shart-term
temporary excess of temporary tempaorary Total UK Oversaas
differences depreciation differences differences deferred tax deferredtax Total
£m rm £ £m £m Ern Em
At 31 March 2019 (30 {61 (1952) 104 (121.0) 1.4 (119.6)
Credited/(charged)to
income staternent 18 59 n 92 9.8 (2.2) 76
Credited/(charged)to equity/
other comprehensive income ~ - (196.5) (24.4) (220.9) a5 (22G.4)
At 28 March 2020 (28.3) ©2) (398 8) 952 (332 (0.3) (332.4)
At 29 March 2020 (28.3) ({0.2) (398.8) 95.2 {332.1) (0.3) (332.4)
Credited/(charged}ta
Income statement {22.0) 22.8 (7.6) 4.5 (2.3) 21 {0.2)
Credited/(charged)te equity/
other comprehensive income - - 257.7 35.8 293.5 {3.2} 290.3
At 3 April 2021 (50.3) 226 (148.7} 135.5 {40.9) (1.4) (42.3)

Other short-term temporary differences relate mainly to employee share options, financial instruments and IFRS 16.

The deferred tax liability on land and buildings temporary differences is reduced by the benefit of capital losses with a gross value of
£228.0m (last year: £3357m) and a tax value of £43.3m {last year: £63.8m). From 1 April 2020, the UK rules restricting the use of brought
forward losses to 50% of profits or gains in excess of £5m per year were extended to include capital losses. The changein tax legislation
has resulted in a restriction in the capital losses recognised by £108.6m (Last year: £nil). It is nat considered there are sufficient future
taxable profits to recognise the carry forward loss which is considered an unrecognised deferred tax asset at the year end. Due to
uncertainty over their future use, no benefit has been recognised in respect of trading losses carried forward in overseas jurisdictions
with a gross vatue of £11.0m (last year: £9.5m) and a tax value of £3.0m (last year: £2.6m).

Adeferredtax asset of £10.5m has been recognised on current year trading lossesin the UK which are being carried farward. The
utilisation of these lossesis dependent on the existence of future taxable profits, which we expect to arise in future years without the

one-off current year impact on trading from Covid-19.

No deferred tax is recognised in respect of undistributed earnings of overseas subsidianes and joint ventures with a gross value
of £24.1m (last year: £27.0r} unless a material liability is expected to arise on distribution of these earnings undér applicable tax

legislation. Thereis a potential tax liability in respect of undistributed earnings of £2.3m (last year: £2.6m) however this has not been
recognised by the Group, and it is probabte that the temporary difference will not reverse in the foreseeable future.
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24 ORDINARY SHARE CAPITAL

200 2020
Shares £m Snares Em

Issued and fully paid ordinary shares of 25p each

At start of year 1,950,059,808 4876 1,625000,230 406.3

Sharesissued onrightsissue - - 325009968 81.3

Shares issued inrespect of share option schemes } 6,453,783 1.6 49610 - -

At end of year 1,856,513,591 489.2 1950,059,808 4876

Issue of new shares

In May 2019, the Company offered a fully underwrillen rights issue to existing shareholders on the basis of 1 share for every 5 fully paid
ordinary shares held. As a result, 325,009,968 ordinary shares with an aggregate nominal value of £81.3m were issued for cash
consideration of £601.1m. Transaction costs of £26.4m were incurred resulting in £493.4m being recognised in share premium.

6,453,783 (last year: 49,610} ordinary shares having a neminal value of £1.6m {last year: £0.0m) were allotted during the year under the
terms of the Company’s share schemes which are described in note 13 of the Group financial statements. The increase from prior year
is driven by DSBP, PSP and RSP schemes which were previously satisfied through market purchase. The aggregate consideration
received was £0.0m (last year: £0.1m).

25 CONTINGENCIES AND COMMITMENTS

A.Capital commitments

2021 2020
£m Em

Commitments in respect of properties in the course of construction 88.3 787
Software capital commitments 10.6 86
98.9 873

B. Other material contracts

In the event of termination of our trading arrangements with certain warehouse operators, the Croup has a number of eptions and
commitments to purchase some property, plant and equipment, at values ranging from historical net book value ta market value,
which are currently owned and operated by the warehouse operators on the Croup’s behalf. These options and commitments would
have an immaterial impact on the Croup’s Staterment of Financial Position.

See note 12 for details on the partnership arrangement with the Marks & Spencer UK Pension Scheme.

26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASH FLOWS

Cash flows from operating activities

2021 2020
£m £m
(Loss)/profit onordinary activities after taxation (201.2) 274
Income tax (credit)/fexpense (8.2) 398
Finance costs 236.1 2345
Finance income (57.4) (46.9)
Operating (loss)/profit {30.7) 2548
Share of results of Ocado Retail Limited (78.4) (2.6)
Decrease/(increase) in inventcries 41.2 (29.3)
Decrease/(increase)in receivables 67.4 (9.2)
Increase/(decrease) in payables' 159.5 (29.3)
Depreciation, amortisation and write-offs 603.1 6325
Non-cash share-based payment expense 19.3 18.5
Defined benefit pension funding (37.0) (37.9)
Adjusting items net cash outflows?? (Mma.n (75.4)
Adjusting items M&S Bank? (2.4) (12.6)
Adjusting operating profit items o L _ - 252.9 3359
Cash generated from operations 876.7 10454

1 Seenoctelfardetails onachangein accounling policy and the resulting restaterment.

2. Excludes £12.4m{last year £11 3mjol surrender payments included within repayment of lease liabilitiesin the consolidated statement of cash flows relauing te leases withinthe
UK store estate programme

3 Adjustingtams net cash outflows relate to strategic programme costs associated with the UK store estate, organisation, UK logisties, the utissation of the provisions far
International store closures and impairments, expenses directly attributable to the Covid-19 pandem:c, cash dutflows incurred as part of the Sparks loyalty programme transitien
andestablishingthe investment iInOcadoRetaill Limited

4 Adjustirgiterns M&S Bank relates to M&S Bank income recognised in aperating profit offset by charges incurredin relation to Lhe insurance rmis-selling provision, whichis a
non-casnitem
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27 ANALYSIS OF NETDEBT

A.Reconciliation of movement in net debt

Changes Lcase additions

Exchange and

At 31 March nfar and othernon-cash AL 28 Mareh
2008 Casn flow values remeasurements movements? 2020
£ fm £m £m Em Em
Net debt
Bank loans, overdrafts and syndicated bank facility
(see note 20) (3.5) (12.0) - - - (15.5)
(3.5) (12.3) - - - {15.5)
Cash and cash equivalents (see note 18)‘ o _3os5 56.8) - - 0.5 2542
Net cash per statement of cash fl.ows ) ) 30707 (688 - . - 05 2387
Curre\lE other financial assets (see note16) s 0300 - - - _n7
Medium Term Ncotes (see note 20) (1,673.8) 2301 - - (92.5) (1,536.2)
Lease liabilities (see note 20) (2,576.8) 3357 - (2041 (116.8) (2,562.0)
Partnership liability to the Marks & Spencer UK
Pension Scheme (seencte 12) o (262 N9 - s (8.4 (202.7)
Derlvatwes held to hedgeﬂegﬂmm Term_lfl_otes 239 (7 7) 860 7 - - 22
Llabllltles from fmancmg activities - (44929) 630.0__ 8.0 (204 1) (2177) (4,198.7)
Less: Cashflows related to interest and
derivative instruments o o 626 _ @5y 80 - 236.2 (23)
Net debt (3 981, 5) 216.0 - (2040 19.0 (3,950.6)
Cnanges Lease additions Cxchange and
At 29March infar and  other non-cash At 3 April
2020 Cash flow values  remeasurements movernents? 200
£m Em £m £Em Em £
Net debt
Bank loans, overdrafts and syndicated bank facility
(seencte 20} - Q55 & - - = 4y
{15.5) . 8 - - - (4.7}
Cash and cash equivalents (see note 18)' . 2542 4235 - = 33 6744
Netc cashp 1sh per statement of cash flows ) _ 2387 4343 - - 33 669.7
Current other financial assets (see note 16) &  n7 _ 67 - - - 184
Medium Term Notes (see note 20) (1,536.2) (87.9) - - (58.0) (1,682}
Lease liabilities (see note 20) (2,562.0) 316.7 - 48.3) (M2.3 (2,405.9)
Partnership liability to the Marks & Spencer UK
Pension Scheme (see note 12) L o (eoayy 236 0 - - &4 _ (185.5)
Derivatives held to hedge Medium Term Notes _ w2z 0 (40) (96.3} - - _(8.1)
Liabilities from financing ac actwmes I A =) 2384 _(863) 483 (1767 (4,281.6)
Less: Cashflowsrelated to interestand
derivative ingtruments L o (2.3) (212.6) 96.3 _ 1962 776
Net debt (3.950.6) 466.8 - (48.3) 6.2 (3,515.9)
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27 ANALYSIS OF NET DEBT CONTINUED

B. Reconciliation of net debt to statement of financial position

202t 2020
£m Em
Statement of financial position and related notes
Cash and cash equivalents (see note 18)' 674.4 25472
Current other financial assets (see note 16) 18.4 17
Bank loans and overdrafts (see note 20} a.7) (15.5)
Medium Term Notes - net of foreign exchange revaluation (see note 20) {1,657.9) 1,471.4)
Lease tiabilities (see note 20) (2,405.9) (2,562.0)
Partnership liability to the Marks & Spencer UK Pension Scheme (see note 12 and 21) ) ) ) ] (193.5) (2074

(3,569.2)  (39904)

Interest payable included within related borrowing and the partnership liability to the
Marks & Spencer UK Pension Scheme 53.3 398

Total net debt (3,5159)  (3.9506)

1. Seenclellordetaisonachange naccounting policy and theresulting restatement
2. Exchange and other non-cash movernents includes interast charge on Medium Term Notes of £86 4mi(last year £78 2) interestcharge on lease Liabilives of £130 4m
{lastyear £139 3)and interest charge relaling to Partnership Liability to the Marks & Spencer UK Pension Scherme of £4.9m (last year £6 9m)

28 RELATED PARTY TRANSACTIONS

A, Subsidiaries

Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosedin this note. Transactions between the Company and its subsidiaries are disclosed in the Company's separate financial
statements.

B. Joint ventures and associates

A shareholder loan facility with Ocado Retail Limited was established in the prior year, with Ocado Retail Limited having the ability to
draw down up to £30m from each shareholder. The facility was not utilised by Ocado Retail Limited during the year ended 3 April 202}
(last year: not utilised}.

As part of the Ocado Retail Limited investrent, Ocado Retail Limited entered into a £30m, three-year revolving credit facility. Along
with Ocado Group Plc, the Group has provided a parent guarantee to cover 50% of the £30m revolving credit facility provided by BNPP
to Ocado Retail Limited. The revelving credit facility was undrawn at 3 Aprit 2021 (last year: undrawn).

The following transactions were carried out with Ocado Retail Limited, an associate of the Croup.

Sales and purchases of goods and services:

2021 2020
£m fron
Sales of goods and services 28.5 -

Purchases of goods and services - -

Included within trade and other receivables is a balance of £2.3m (last year: £nil) owed by Ocado Retail Limited.

C.Marks & Spencer UK Pension Scheme

Cetails of other transactions and balances held with the Marks & Spencer UK Pension Scheme are set out in notes M and 12.

D. Key management compensation

The Group has determined that the key management personnet constitute the Board and the members of the Executive Committee.

2021 2020

£m £m
Salaries and short-term benefits 8.6 59
Share-based payments 3.2 1.7
Total n.s 76
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

The Group holds a 50% interest in Ocado Retail Limited, a company incorporated in the UK. The remaining 50% interest is held by
Ocado Group Plc. Ocada Retail Limited is an online grocery retailer, operating through the ocade.com and ccadozoom.com websites.

Ccado Retail Limited is cansidered an associate of the Group as certain rights are conferred on Ocado Croup Ple for an initial period of
at least five years from acquisition in August 2019, giving Ocado Group Pl control of the company. Following this initial period, a
reassessment of control will be required as the Group will have an opticr to otitain more power over Ocado Retail Limited if certain
conditions are met. If the Croup is deemad to have obtained control, Ocado Retail Limited will then be consolidated as a subsidiary of
the Group. Through Board representation and shareholder voting rights, the Croup is currentty considered to have significant
influence, therefore the investment in Ocado Retail Limited is treated as an associate and applies the equity method of accounting.

Ocado Retail Limited has a financial year end date of 29 November 2020, aligning with its parent company, Ocadoe Group Plc. For the
Croup’'s purpose of applying the eguity method of accounting, Ocado Retail Limited has prepared financial information te the nearest
quarter-end date of its financial year end, as to do otherwise would be impracticable. The results of Ocado Retail Limited are
incorporated in these financial statements from 2 March 2020 to 28 February 2021. There were na significant events or transactions in
the period from 28 February 2021 to 3 April 2021.

The carrying armount of the Groug's interest in Ocado Retail Limited is £819.0m (last year: £754.8m). The Croup's share of Ocado Retail
Limited profits of £64.2m {last year; £14.2m loss) includes the Croup's share of underlying profits of £78.4m, which includes £25.2m of
exceptionalincome before tax related to insurance receipts (share of profit last year: £2 6m) and adjusting item charges of £14.2m
{last year: £16 8m) {see note 5),

Summarised financial information in respect of Ocado Retail Limited (the Grouw's only material associate) is set out below and
represents amounts in the Ocado Retail Limited finandial staterments prepared in accordance with IFRS, adjusted by the Croup for
eguity accounting purposes.

Asat 28 Feb Asal 1 Mar

2021 2020

£m £m

Qcado Retail Limited

Current assets 353.9 4849
Non-current assets 336.8 206.6
Current liabilities {245.7) (489.7)
Non-current liabilities {264.6) (178.2)
Net assets 180.4 236

2 Mar 2020to0 5 Aug2019to

28Feb 2021 1Mar 2020

£m £m

Revenue 2,353.2 9797
Profit for the pericd 156.8 51
Other comprehensive income - -
Total comprehensive income 156.8 51

Reconciliation of the above surnmarised financal information to the carrying amount of the interestin Qcade Retail Limited
recognised in the consolidated financial statements:
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NOTES TO THE FINANCIALSTATEMENTS CONTINUED

29 INVESTMENTS IN JOINT VENTURES AND ASSOCIATES CONTINUED

Asat3 Apr As at 28 Mar
2021 2020
£m Im

Ocado Retail Limited

Net assets 180.4 236
Proportion of the Croup’s ownership interest 90.2 1.8
Goodwill 449, 4497
Brand 249.2 2557
Customer relationships 88.3 989
QOther adjustments to align accounting policies (63.5) (66.4)
Acquisition costs 5.7 57
Carrying amount of the Croup’s interest in Ocado Retail Limited 819.0 754.8

In addition, the Group holds immateriat investments in joint ventures totalling £6.8m (last year: £5.6m}. The Croup's share of losses

totalled £1.3m (last year: £0.9m loss).

30 GOVERNMENT SUPPORT

During the year, the Group has received support from governmentsin connecticn with its respense to the Covid-19 pandemic.

This support included furlough and job retention scheme reliefs, tax payment deferral schemes and business rates relief.

The Group has recognised government grant income of £131.5m in relation to furlough programmes, such as the Coronavirus Job

Retention Scheme ([CJRS) in the UK, and its eguivalentsin other countries. The salary expense relating to those colleagues on
furlough during the period was £181.8m.

The Group also benefited from the business rates holiday for the retail, hospitality and leisure sector of £174.6m.

There are no unfulfilled conditions or contingencies attached to these grants.

31 SUBSEQUENT EVENTS

Subsequent to the balance sheet date, the Group has monitored trade performance, internal actions, as well as other relevant external
factors (such as changes in any of the government restrictions). No material changes in key estimates and judgements have been

identified as adjusting post balance sheet events. There have been no material non-adjusting events since 3 April 2021.
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COMPANY STATEMENT OF FINANCIAL POSITION

Asat3April  Asal 2BMarch
2021 2020
Notes £Em £m

Assets
Non-current assets
Investments in subsidiary undertakings cé 9,730.8 8,763.2
Total assets 5,730.8 8,763.2
Liabilities
Current liabilities
Amounts owed to subsidiary undertakings 2,541.8 2,543.4
Total liabilities 25818 25434
Net assets ) 7,189.0 6,219.8
Equity
Qrdinary share capital c7 489.2 487.6
Share prermium account c7 910.4 910.4
Capital redemption reserve 2,210.5 2,210.5
Merger reserve c7 1,262.0 3M.0
Retained earnings o e 2,316.9 2,3003
Total equity 7,189.0 6,219.8

The Company’s profit for the year was £951.0m (last year: loss of £892 5m)

The financial statements were approved by the Board and authorised for issue on 25 May 2021. The financial staternents also comprise

the notes Cl1to C7.
Steve Rowe, Chief Executive Officer
Registered number: 04256886

T e

Eoin Tonge, Chief Financial Officer

COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY

Ordinaryshare  Share premium redei?aptlwtjar: Retained

cap tat account roserve  Mergerreserve earnings Totat

£m £rm fm £m fm £m

At 31 March 2019 406.3 416.9 2,210.5 1,397.3 2,2900 6,721.0
Loss forthe year - - - - (892.5) (892.5)
Dividends - - - - 191y (191.0)
Capital contribution for share-based payments - - - - 7.6 76
Sharesissued an rightsissue 81.3 4934 — - - 574.7
Sharesissued on exercise of employee share options - 01 - - - o
Realisation of merger reserve - - - (1,086.3) 1,086.3 -
At 28 March 2020 487.6 910.4 2,210.5 3.0 2,300.2 6,219.8
At 29 March 2020 487.6 910.4 2,210.5 3n.o 2,300.3 6,219.8
Profit for the year - - - - 951.0 951.0
Capital contribution for share-based payments - - - - 16.6 16.6
Shares issued on exercise of employee share options 1.6 - - - = 16
Reclassification to merger reserve - - - 951.0 {951.0) =
At 3 Aprit 2021 489.2 910.4 2,210.5 1,262.0 2,316.9 7,189.0
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COMPANY STATEMENT OF CASH FLOWS

53weeksended 52 weeksended
3April2021  28March 2020
£m £m
Cash flow from investing activities
Dividends received - 193.8
Additionat investment in subsidiary - (572.4)
Net cash (used in)/generated from investing activites - - (378.6)
Cash flows from financing activities
Shares issued on exercise of employee share options 1.6 01
Repayment of interccmpany loan (1.6) (5.
Proceeds from rights issue net of costs - 5747
Equity dividends paid o S 18]
Net cash generated from/{used m) financing activities 3786

Net cash inflow

Cash and cash equivalents at beginning and end of year
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

C1ACCOUNTING POLICIES

General information

Marks and Spencer Group plc (the “Company™)is 2 public company limited by shares incorporated in the United Kingdom under the
Companies Act and is registered in England and Wales. The address of the Company’s registered office is Waterside House, 35 North
Wharf Road, London W2 TNW.

The principal activities of the Company and the nature of the Company’s operations is as a holding entity.

These financial statements gre presented in sterling, which is the Company's functional currency, and are rounded to the nearest
hundred thousand.

The Company’s accounting policies are the same as those set out in note 1 of the Group financial statements, except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The Company grants share-based
payments to the employees of subsidiary companies. Each period the fair value of the employee services received by the subsidiary
as a capital contribution from the Company is reflected as an addition to investments in subsidiaries.

Loans from other Graup undertakings and all other payables are initially recorded at fair value, which is generally the proceeds
received. They are then subsequently carried at amortised cost. The loans are non-interest bearing and repayable on demand.

In accordance with the exemption allowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own
income statermnent or statement of comprehensive income.

Key sources of estimation uncertainty
Impairment of investments in subsidiary undertakings

The carrying value of the investment in subsidiary undertakings is reviewed forimpairment or impairment reversal on an annual basis.
The recoverable amount is determined based on value in use which reguires the determination of appropriate assumptions (which are
sources of estimation uncertainty) in relation to the cash flows over the three-year strategic plan period, the long-term growth rate to
be applied beyond this three-year period and the nsk-adjusted pre-tax discount rate used to ciscount the assumed cash flows to
present value.

Estimation uncertainty arises due to changing economic and market factors, the channel shift from stores to online, increasing
technological advancement and the Group's ongoing strategic transformation programmes. While performance during 2020/21 has
exceeded the estimates made at last year end, there is still significant uncertainty regarding the impact of Covid-19 on the Group’s
operations and on the global economy. See note C6 for further details on the assumptions and associated sensitivities,

The Company's financial risk 1s managed as part of the Group's strategy and policies as discussed in note 21 of the Group
financial statements.

C2 EMPLOYEES

The Cormpany had no employees during the current or prior year, Directors received emoluments in respect of their services to the
Company during the year of £1,093,458 (last year: £1.081,875). The Company did not operate any pension schemes during the current
or preceding year. For further information see the Remuneration Report.

C3 AUDITOR’S REMUNERATION

Auditor’s remuneration in respect of the Company’s annual audit has been borne by its subsidiary Marks and Spencer plc and has
beendisclosed on a consolidated basis in the Company's consolidated financiat statements as required by Section 494(4)(a) of the
Companies Act 2006.

CA4D|VIDENDS

2071 2020 2021 2020
per share per snare £m £mn

Dividends on equity ordinary shares
Paid final dividend - 6.8p - 151
Paid interim dividend - 39p - 760
) ] ’ B - 10.7p - 1911

The Board of Directors has not proposed a final dividend for 2020/21. The Board of Directers will continue to defer consideration of
further dividends until visibility of the pace and scale of market recovery has improved.,

CS RELATED PARTY TRANSACTIONS

During the year, the Company has not received any dividends from Marks and Spencer plc{last year: £193.8m) and decreased its
loan from Marks and Spencer ple by £1.6m (last year: £5.1m). The outstanding balance was £2,541 8m (last year: £2,543 4m)and is
non-interest bearing. There were no other related party transactions.

184 Marks and Spencer Group plc



NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS

A.Investments in subsidiary undertakings

2021 2020

£m Em

Beginning of the year 8,763.2 9,269.5
Contributions to subsidiary undertakings relating to share-based payments 16.6 76
Additions - 5724
Impairment reversalficharge) - o L 9510 (1,086.3)
End of year 9,730.8 8,763.2

Sharesin subsidiary under Lakings represent the Company’s investrment in Marks and Spencer plc and Marks and Spencer
Holdings Limited.

During the previous year, the Company purchased additional shares in Marks and Spencer Holdings Limited (E572.4rm) to fund the
investrment in Ccado Retail Limited.

Impairment of investments in subsidiary undertakings

The Company evaluates its investments in subsidiary undertakings annuatly for any indicators of impairment or impairment reversal.
The Company considers the relationship between its market capitalisation and the carrying value of its investments, among other
factors, when reviewing forindicators of impairment. As at 3 April 2021, the market capitalisation of the Croup was significantly below
the carrying value of its investment in Marks and Spencer plc of £8,207.4m, indicating a potential imgpairment. However, perfoermance
of the Group during 2020/21 has been mare favaurable thanthe estimates assumed in the Covid-19 scenario in 2019/20, indicating a
potential impairment reversal.

The recoverable amount of the investrment in Marks and Spencer plcis determined based on a value in use calculation. The Company
has updated its assumptions as at 3 April 2021, reflecting the latest budget and forecast cash flows covering a three-year period.

The pre-tax discount rate of 8.9% (last year: 8.6%) was derived from the Croup’s weighted average cost of capital, the inputs of which
included a country risk-free rate, equity risk premium, Group size premium and a risk adjustment (beta). The long-term growth rate of
1.75% {last year: 2.00%) was based on inflation forecasts by recognised bodies and with reference to rates used within the retail industry.

The Company has determined that the recoverable amount of its investment in Marks and Spencer plcis £9,158.4m and as a result has
recognised animpairment reversal of £951.0m. This reversal primarily relates to improved trading expectations, reflecting the Group’s
strategy and current three-year plan which reflects the latest view of trading and recovery from the pandemic as well as the year-on-
year reduction in net debt. Refer to the strategic repert for details of the key drivers of the strategic plans which cash flow projections
are based on for the purpose of determining value in use.

Sensitivity analysis

As disclosed in the accounting policies note Cl, the cash flows used within the value in use model, the long-term growth rate and the
discount rate are sources of estimation uncertainty. Management has performed a sensitivity analysis on the key assumptions and
using reascnably possible changes would resultin the following impacts:

- A25-basis point decrease in the long-term growth rate would reduce the impairment reversal by £306.6m;
- A 5% reduction in cash flows from the three-year plan would reduce the impairment reversal by £506.6m;
- A 50-basis point increasein the discount rate would reduce the impairment reversal by £655.7m.

In the event that all three were to occur simultanecusly, animpairment charge of £431.5m would be recorded.
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings

In accordance with Section 409 of the Companies Act 2006, a full list of related undertakings, the country of incorporation and the
effective percentage of equity owned, as at 3 April 2021 is disclosed below.

Subsidiary and other related undertakings registered in the UK?

Proportion  Proportian Proportion  Proporlion
of shares of snares of shares of shares
held by the neld by held by the held by
Company subsidiary Company  subsidiary
Name Shareclass (%) (%) Name Share class (%) (%)
Amethyst Leasing (Holdingsj Limited £ ordinary - 100 Marks and Spencer Llardinary A 100 -
Founders Factory Retail Limited £0 0001 - 0.004  PensionTrust Limited® flordinary B - -
Registered office: Northcliffe ardinary £lordimary C - -
House, Young Street, London, £0.0001 _ 100
- Marks and Spencer plc £0 25 100 -
England, W8 5EH preferred i P ordinary
Hedge End Park Limited £lordinary B - 50  Marksand Spencer Property Flordimary - 1090
Registered Office: 33 Holborn, Developments Limited
Londa.n, .EC'IN2HT Marks and Spencer Partnership - 0g
MES Limited £lordinary - 100 scottish Limited Partnershipt interest
Manford (Textiles) Limited {1 ordinary - 100 Registerad Office: 2-28 St Nicholas
Marksand Spencer Company NA - _ Street, Aberde-en.,AB'IDmU
Archive (CIC)® Ocado Retail Limited £001 - 50
- Registered Office: Apollo Court ordinary
£lord - 100 4 . .
Marks and Sparis Limited i fnary 2 Bishop Square, Hatfield Business
Marksand Spencer Llordinary - 100 Park, Hatfield, Hertfardshire,
(Northern Ire:.ndi L"mh!fd N United Kingdom, AL10 9EX
Registered Office: Waterfront Plaza, - . P -
8 Laganbank Road, Belfast, BT1 3LR St. Michael (Textiles} Limited £1 ordinary - 100
Marks and Spencer €114 - 100 St. Michael Finance ple flordinary - 100
France Limited ordinary
Marks and Spencer Guernsey Parlnership - 100

Investments LLP

nterest

UK REGISTERED SUBSIDIARIES EXEMPT FROM AUDIT

The following UK subsidiaries will take advantage of the audit exemption set out within section 479A of Lthe Companies Act 2006 for the year ended

3 April 2021 Unless otherwise stated, the undertakings listed below are registered at Walerside House, 35 North Wharf Road, Landon, W2 TNW,

United Kingdom, and all have a single class of ordinary share with a nominal value of £1.

Praporton  Proport'on Proportion Proport’on
of shares of snares of shares of shares
held by the held oy held by the held by
Company subsichary Company Company  subsichary Caompany
Name {%) (%) number Name (%) (%) number
Amethyst Leasing {Properties) Limited - 100 4246534 Marks and Spencer 2005 {Kingston-on- - 100 5502523
Busyexport Limited _ 100 4411320 Thames Satellite Store) Limited
Marks & Spencer Outlet Limited - 100 4039568  Marksand Spencer 2005 (Kingston-on- - 106 5502520
Limi
Marks & Spencer Simply Foods Limited - W0 4739922 ;"ar:‘:::;;::“ "“'t::os " - e
— a cer arman House -
Marks and Spenhcer (Br.a-dford) I..lmlted - 100 10011863 Kingston Store) Limited
::;:‘:t::‘&sg’;?::“z";'E;t:ll';";‘:::r . 100 - SCASIS Marksand Spencer 2005 {Pudsey Store) - 00 5502544
96 Fountainbridge, Edinburgh, ’ Limited n
Midlothian, EH3 9GA Marks and Spencer 2005 (Warrington - 100 5502502
Marks and Spencer (Jaeger) Limited - 100 13098074 :em;:'ait:::;r:t:zos Chomter o5 Ty
ari r [ -

Marks and Spencer L - 100 5502582 Limited
{Property Investments) Limited " —
Marks and Spencer = 00 5507513 Marks and Spencer Holdings Limited 100 - 11845975
(Property Ventures) Limited Marks and Spencer Hungary Limited - 100 3540784
Marks and Spencer 2005 - 100 5502608  Marksand Spencer international - 1o 2615081
(Brooklands Store) Limited Holdings Limited
Marks and Spencer 2005 {Chester - 100 5502519 Marksand Spencer Investments - 100 490308
Satellite Store) Limited Marks and Spencer Property - 100 2100781
Marks and Spencer 2005 (Chester Store} - 100 5502542  Holdings Limited
Limited Minterton $ervices Limited - 100 4763836
Marks and Spencer 2005 {Fife Road ~ 100 5502598 Ruby Properties (Cumbernauld) Limited - 100 4922798
Kingstan Store) Limited Ruby Properties (Mardwick) Limited B W00 4716018
;‘:;:;::S;::::)’jz?&fla’9"‘“' - 100 3502546 pyby Properties (Long Eaton) Limited - 100 471603
Marks aind Spencer 2005 (Hedge End N o0 Gipasig  Properties(Thorncliffe) Limited - 100 471610
Store) Limited Ruby Properties (Tunbridge) Limited - 100 4716032
Marks and $pencer 2005 {Kensington -~ 100 5502478 Simply Food (Property Investments) - 160 5502543
Store) Limited Simply Food {Property Ventures) Limited - 100 2239799

The Company will guarantee the debts and liabilities of the above UK subsidiary undertakings at the balance sheet date of £38 3min accordance with
section 479C of the Companies Act 2006 The Company has assessed the probability of loss under the guarantee as remote

() Allcompanies registerad atWaterside f fouse, 35 Narth Wharf Road, London, W2 "Nw, United & ngdom, unless otherwise stated
{) Noshare capital, as the company 1s imted by guarantee Marxsand Spencer pic s the sole member
{ui)ln accordance witn the arbicles of association of Marks and Spencer Pens ion Trust Lirnited, the holders of Band Cardinary shares are both directors of that campany

vMarks and Spencer (Intial LPY Limited and Marks and Spencer Pens.an Trust Limited are tne urmited partners Marxs and Spencer ple s the General Partner
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NOTESTO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 INVESTMENTS CONTINUED

B. Related undertakings continued
international subsidiary undertakings®

Proportionof Proportion of

Registered shares held oy Registered shares held by
Name address Counlry Shareclass subsidiary (%) Name address Country Shareclass subsidiary (%)
Marks and Aurora Place, Australia AUD 2 Ordinary 100 Marks and 24-27 Mary Street, iretand €1.25 Ordinary 100
Spencer 88 Phillip Street, Spencer Oublin, Ireland
{Australia) Sydney, NSW (treland)
Pty Limited 2000, Australia Limited
Marksand 4th Floor, 97 Rue  Belgium €1 21 Crdinary 160 Marks and 24-27 Mary Street, Ireland N/A -
Spencer Royale, 1000 Spencer Dublint, Ireland
{Belgium) SPRL Brussels, Belgum Pensions Trust
Marks & Brunswick Square, Canada CAD1Common 100 (Ireland)
Spencerinc.  1Cermain Street Company
Suite 1700, :-_.'l'l";"‘f::tgz
Saint-John, New
Brunswick, E2L Marksand 31 Ahad Haam Israel NISOrdinary 100
W3, Canada Spencer{lsrael) Street , Tel Aviv
Marks and Unit01-048/F,  China Registered 10  Limited (in 65202, 1srael
Spencer Eco City 1788, Capital liquidation)
(Shanghai) 1788 West Nan PerUnaltalia ViaGiotto25- italy €10rdinary 100
Limited JingRoad, SRL{in 59100 Prato, Itaty
Shanghai, China liquidation)
Marks and Vyskocilova Czech CZK1.000 100 Marksand 15Esplanade,St.  Jersey £10rdinary 100
Spencer Czech 1481/4, Michle, Republic Ordinary Spencer Helier, JE1 iRE,
Republica.s ]C‘lzoeg‘r?htasgl?c, CZK 100,000 100 {Jersey) Limited Jersey
o Crdinary M & S Mode Pring Netherlands €100 Ordinary 100
CZK 1,000,000 100 International Bernhardplein
Ordinary aVv. 200,10971B,
" n i
Marks and Vyskocilova Czech Registered 100 Qg{is&iiﬁs
Spencer 1481/4, Michle, Republic Capital
Services S.R.0 14000, Prahad, Marks and grmsh ot Netherlands €450 Ordinary 100
Cezech Republic Spencer crnhardplein
1097 JB
Marks & 33-35Ermou Creece €30rdinary 80 g‘:deﬂand) i?v?stcor?:lain
ape!mar ) fca;trr‘;a;:éﬁ\thens‘ Netherlandé
arinopoulos
CreecegA Marks and Prins Netherlands €100 Ordinary 100
— - . Sp BY Bernhardplain
lgnazia Limited HeritageHall,Le  Guernscy £10rdinary 9999 200, 1097 JB
Marchant Street, Amsterdam, 0
izaegrgir:é)?y‘ Netherlands z
u
- Marks and Prins Netherlands €450 Ordi 10 Z
Teranis Heritage Hall, Le  Guernsey L1 Ordinary 9999 5:‘:":::. Bernhardplet etheriands renary C o
Limited Marchant Street, StoresBN.  200,1097.JE, il
St Peter Port, GY't w
’ Amsterdam, o
AJH, Guernsey Netherlands <
i u
M.5.General HertageHall,Le Guernsey Partnership 100 Marks & Avenida da Portugal €10rdinary 190 z
Insurance L.P. MarchantStreet, Interest i G
Spencer Liberdade 249, b
St Peter Port, GY1 {Portugal) Lda. 125C-143 Lisbon, Iy
4JH, Guernsey (inliquidation) Porlugal
:Iarks and ‘]Sé"'ltf;oog’ &Th Hong kang  HKDI Ordinary 100 Marks and 77 Robkinson Road, Singapore No Par Value 100
pencar /F, Tawer ° Spencer #13-00 Robinson Ordinary
{(HongKong)  Cateway, 9 Canton I .
b t Road. Tsim Sh (Singapore) 77 Singapore
e o oo Investments 068396,
imite HS:riw!g E;‘ﬂc‘;on, Pte. Ltd. Singapore
Marks and Tower C,RMZ Indha INRIQ Ordinary 100 z‘:l? (3&2;{;ﬁ;—.ﬁzuﬁguzeanoc%rral Spain €1 Ordinary 100
Spencer{India) Millenia, 4th Floor, q Madrid, Spain
Pvt Limited Lake Wing, #1 ,
Murphy Road, Marksand Waoolworths South Africa ZAR2 CGrdinary 100
Bangalcre, Spencer (SA) House, 93
560008, India (Pty)Limited Longmarket
Marksand  4th Floor.Court  India INR 10 Class A 5 ool cape Toun
Spencer House, Lokmanya {14.619% of total -
Reliance India Tilak Marg, Dhob capital) Marksand HavalaniKarsisi  Turkey TRL 25 00 100
PeLmited 0507 india INR10 Class B 100 Chothmg  Ticaret Merien ernary
’ 3 saeoniona Textile Trading A3 Blok, KatiIt
pital) J18.C Yesilkay, Bakirkoy
INR 5 Class Ch 0 Istanbul Turkey
@1837% of tota. Marksand  AnchorFlaza.No Romana RON18 30 100
capital) Sp 26Z Timisoara Ordinary
Aprell Limited 24,’23 Mary Street, treland €1 250rdinary 100 Romania SA Boulevard, 3rd
Dublin 1, Ireland {in liguidation) glgor.é::emise_s no
-1, 6th District,
Bucharest,
Romania
NOTE:Anumber of the companies listed are legacy companies which no longer serve any operational purpose.
{1) Theshares of allinternational subs:diary undertakingsare held by companies withinthe Group other thanthe Company (Marks and Spencer Group ple)
{iiy INR 5 Class C shares 100% owned by JV partner.
() No share capital as the company s imited by guarantee
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C7 SHARE CAPITAL AND OTHER RESERVES

Issue of new shares

In May 2019, the Company offered a fully underwritten rights issue to existing shareholders on the basis of 1 share for every 5 fully
paid ordinary shares held. As a result, 325,009,968 ordinary shares with an aggregate nominal value of £81.3rm were issued for cash
consideration of £601.3m. Transaction costs of £26.6m were incurred resulting in £493.4m being recognised in share premium.

6,453,783 (last year: 49,610} ordinary shares having a nominal value of £1.6m (last year: £0.0m) were allotted during the year under the
terms of the Company's share schemes which are described in note 13 of the Group financial statements. The aggregate consideration
received was £0.0m{last year: £0.1m).

Merger reserve

The Company’s merger reserve was created as part of a Group reorganisation that occurred in 2001/02 and has an economical
relationship to the Company’s investment in Marks and Spencer pic. Last year,an amount equal to the impairment charge of
£1,086.3m was transferred from the merger reserve to retained earnings as that amount has become a realised profit in accordance
with TECH 02117 Following the reversal of impairment recognised in the current year, an amount egual to the reversal of £951.0m has
been transferred from retained sarnings to the merger raserve, in accordance with TECH 02/17
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GROUPFINANCIAL RECORD

2020 2019
2021 52 weeks 52 weeks 2018 2017
53 weeks (Restated) (Restated) 52 weeks 52 weeks
£m £m £m £m Im
Income statement
Revenue'
UK Clothing &Home 2,239.0 3,2091 3,499.8
UK Food 6,138.5 6,028.2 59034
Total UK 8,377.5 92373 9403.2 9,610 9,447
International 789.4 944 6 G74.] 1,087.2 1180.3
Revenue before adjusting items 9,166.9 10,181.9 10,377.3 10,6982 10,6220
Adjusting items included in revenue (1.2) - - - -
Revenue 9,155.7 10,181.8 10,377.3 10,698.2 10,6220
Operating profit/(loss)'
UK Clothing & Home (130.8) 2239 355.2
UK Food 228.6 236.7 2129
Ocado 78.4 26 -
Cther 1.9 16.8 270
Total UK 178.1 480.0 5951 5354 626.2
International 44.1 10.7 130.5 135.2 64.4
Total operating profit before adjusting items 222.2 590.7 7256 670.6 690.6
Adjusting items included in operating profit {252.9) (335.9) (427.5) (514.1) (437.49)
Total operating profit (30.7) 2548 2981 156.5 2532
Net interest payable (219.1) (21.2) (23%.7) (107.4) (cen
Pension finance income 47.2 236 258 177 293
Net finance costs before adjusting items (171.9) (187.6) (213.9} (89.7) (76.8)
Adjusting items included in net finance costs {6.8) - - - -
Net finance costs (178.7) (187.6) (213.9} (89.7) (76.8)
Profit before tax and adjusting items 50.3 4031 5.7 5809 613.8
(Loss)/profit on ordinary activities before taxation (209.2) 67.2 84.2 66.8 176.4
Income tax credit/(expense) 8.2 (39.8) (38.9) 37.7) (60.7)
(Loss)/profit after taxation (201.2) 27.4 453 29. 157
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GROUPFINANCIAL RECORD CONTINUED

2021 2020 2019 2018 2017
S2weeks 52 weeks 52 weeks 52 weeks 52 weeks
Basic earnings/
Weighted average ordinary
Basic earnings per share' sharesinissue (10.)p 13p 25p 1.6p 72p
Adjusted basic earnings/
Weighted average
Adjusted basic earnings per share'  ordinary shares in issue 1.4p 16.7p 23.7p 278p 304p
Dividend per share declared in
respoct of the year - 3%p 13.3p 18.7p 18.7p
Adjusted earnings per
Dividend cover share/Dividend per share - 4.3x 1.8x 1.5x 1.6x
Operating profit before
Retail fixed charge cover depreciation/Fixed charges 2.0x 3.4x 3.6% 3.8x 3.4x
Statement of financial position
Net assets (Em) 2,285.8 3,708.5 24692 2954.2 3,504
Net debt?? (Em) 3,515.9 3,950.6 3,981.5 1,827.5 19347
Capital expenditure {£m) 146.9 3320 2945 3005 331.2
Stores and space
UK stores 1,037 1038 1043 1,035 979
UK selling space (m sq ft) 16.8 16.8 17.2 176 i74
Internaticnal stores 472 483 445 429 455
Internationat selling space (m sq ft) 5.1 50 49 5.2 59
Staffing (full-time equivalent)
UK 44,423 49,094 50,578 53,273 53,562
International 4,754 4,894 4,862 5,655 6,202

The above results are prepared under IFRS for each reporting oeriod on aconsistentbasis, with the exceotianof the adoption of IFRS9and IFRS 1510 2019 for wh chi comparatve periods
have ~at been restated and the adoplion of IFRS 16 .1 2020 for which tne comparative penod of 2019 hasbeenrestated

1 Basedoncentinu.ng operations
2 Excludesaccruedinterest

3 Seenotelfordetals onachangeinaccounting policy and the result’ ng restatement 'n 2020 and 2019
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GLOSSARY

The Group tracks a number of alternative performance measures in managing its business, which are not defined or specified under
the requirements of IFRS because they exclude amounts that are included in, or include amounts that are excluded from, the most
directly comparable measure calculated and presented in accordance with IFRS, or are calculated using financial measures that are
not calculated inaccordance with IFRS.

The Group believes that these alternative performance measures, which are not considerad to be a substitute for or superior to IFRS
measures, provide stakeholders with additional helpful information on the performance of the business. These alternative performance
measures are consistent with how the business performance is planned and reported within the internal management reperting to the
Board. Some of these alternative performance measures are alsc used for the purpose of setting remuneration targets.

These alternative performance measures should be viewed as supplemental to, but not as a substitute for, measures presented in the
consolidated financiat information relating to the Croup, which are prepared in accordance with IFRS. The Group believes that these
alternative performance measures are useful indicators of its performance. However, they may not be comparable with similariy-titled

measures reported by other comparnies due to differences in the way they are calculated.

Closestequivalent Reconciling items to
APM statutory measure statutory measure Definition and purpose
Income statement measures
Like-for-like Movement in Sales fromnon The period-on-period change in revenue (excluding VAT) from stores
revenue growth revenue perthe  like-for-like stores  which have been trading and where there has been no significant change
income statement (greater than 10%) in footage for at least 52 weeks and online sales.
The measure is used widely in the retail industry as an indicator of sales
performance. It excludes the impact of new stores, closed stores or stores
with significant foctage change.
2020/21 2019/20
£m £rm
UK Food
Like-for-like 5,831.1 5,754.4
Net new space’ 163.7 7738
Week 53 143.7 -
Total UK Food revenue 6,138.5 6,028.2
UK Clothing & Home
Like-for-like 2,164.5 30845
Net new space 34. 1246 @
Week 53 40.4 - Z
Total UK Clothing & Home revenue 2,239.0 3,209 E
<[
1 UKFoodnet newspaceincludes salesto Ocado Retail Linited, 5
Food LFL ex Movementin Sales from non The pericd-on-period change in Food excluding the hospitality and 3
hospitality and revenue per like-for-like stores  franchise categories revenue (excluding VAT from stores which have g
franchise the Incocrme and hospitality been trading and where there has been no significant change (greater g
Statement and franchise than 10%) in footage for least 52 weeks and online sales. The LFL measure o
categories is used widely in the retail industry as an indicater of sales perfarmance.

it excludes the impact of new stores, closed stores or stores with
significant footage change. The hospitality category includes cafés,
counters and marketplace. This measure has been introduced as both
haspitality and franchise were closed for a majority of the year.

2020/21 2019720
£m £rm %

UK Food
Like-for-Uke 5,83L1 h754.4 1.3
Hospitality (52.0) (249.9) (79.)
Franchise (420.2) (491.0) (14.4)
Like-for-like ex hospitality
and franchise 5,358.9 5,014.0 6.9
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GLOSSARY CONTINUED

Closest aquivalent
APM statutory measure

Reconciling items to
statutory measuré

Definition and purpose

Ihcome Statement Measures continued

Clothing & Home None Not applicable Clothing & Home revenue through stores and through the Clothing &

stores/Clething & Home online platforms. These revenues are reported within the UK

Home ontine Clothing & Home segment resuits. Store revenue excludes revenue from
‘shop your way' and click & collect, which are included in online revenue.
The growth in revenues on a year-on-year basis is a good indicater of the
performance of the stores and online channels. This measure has been
introduced given the Group's focus on online sates.

2020/21 2019/20

£m £m %
UK Clothing & Home
Stores 1,088.9 2,4878 (56.2)
Onlire 1,109.7 7213 53.%
Total UK Clothing & Home
revenue - 52-week basis 2,198.6 3,209 (31.5)
Week 53 40.4 - -
Total UK Clothing &
Home revenue 2,239.0 3,209. (30.2)

M&S.comrevenue/  None Not applicable Total revenue through the Group’s online platforms. These revenues are

Online revenue reported within the relevant UK Clothing & Home, UK Food and
International segment results. The growth in revenues on a year-on-year
basis is a good indicator of the performance of the online channel and
is a measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
withinincentive plans.

International online None Not applicable International revenue through International online platforms. These
revenues are reparted within the International segment resutts. The
growth in revenues on a year-on-year basis is a good indicator of the
performance of the online channel. This measure has been introduced
given the Group's focus on online sales.

2020721 2019/20
£m fm %
International revenue
Stores 613.6 8674 (29.3)
Online 165.7 772 Nnas
Week 53 10.1 ~ -
At reported currency 789.4 9446 {16.4)

Revenue growthat  None Not applicable The period-on-period change inrevenue retranslating the previous

constant currency year revenue at the average actual periodic exchange rates usedin
the current financial year. This measure is presented as a means
of eliminating the effects of exchange rate fluctuations on the
period-on-period reported results.

2020721 2019/20

Em £ %
International revenue
At constant currency 7793 9427 173
Impact of FX retranslation - 19 -
International revenue —
52-week basis 779.3 944 .6 (17.5)
Week 53 10.] - -
At reported currency 789.4 9446 (16.4)

Adjusting items None Net applicable These items which the Group excludes from its adjusted profit metricsin

order to present a2 further measure of the Group's performance. Each of
theseitemns, costs orincomaes, is cansidered to be significant in nature
andfor quantum or are consistent with items treated as adjusting in prior
periods. Excluding these items from profit metrics provides readers with
helpful additicnalinformation on the performance of the business across
periods becauseitis consistent with how the business performance is
planned by, and reported to, the Board and the Executive Cormmittee
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GLOSSARY CONTINUED

APM

Closest equivalent
statutory measure

Reconciling items to
statutory measure

Definition and purpose

Income Statement Measures continued

Revenue before
adjustingitems

Revenue

Adjusting items
(See note 5)

Revenue before the impact of adjusting items. The Group considers this
to be animportant measure of Group performance and is consistent with
how the business performance is reported and assessed by the Board
and the Executive Committee. This measure has been introduced as
certain adjustments have been made to revenue for the first time in
accordance with the Group’s policy for adjusting items.

Operating
profit before
adjusting items

Operating profit

Adjusting items
{See note b)

Operating profit before the impact of adjusting items. The Croup
considers this to be an important measure of Croup performance and is
consistent with how the business performance is reported and assessed
by the Board and the Executive Committee.

Finance
income before
adjusting items

Finance income

Adjusting items
(Seenote b)

Finance income before the impact of adjusting items. The Croup
considers this to be animportant measure of Croup performance andis
consistent with how the business performanceis reported and assessed
by the Board and the Executive Committee.

Finance costs before

Finance costs

Adjusting items

Finance costs before the impact of adjusting items. The Group considers

adjusting items (Seenote b) this to be an important measure of Group performance and is consistent
with how the business performance is reported and assessed by the
Board and the Executive Committee.
Interest on leases Finance Finance The net of interest income on subleases and interest payabte on lease
income/costs income/costs liabilities. This measure has been introduced as it allows the Beard and
(Seenote B6) Executive Committee to assess the impact of IFRS 16 Leases.
Net financial Finance Finance Calculated as net finance costs, excluding interest on leases and
interest income/costs incoeme/costs adjusting iterns. The Group considers this to be animportant measure of
(Seenote 6) Croup performance and is consistent with how the business performance
is reported and assessed by the Board and the Executive Committee.
EBIT before EBIT Adjusting items Calculated as profit before theimpact of adjusting itemns, net finance
adjusting items (Seenote 5) cests and tax as disclosed on the face of the consolidsted income
statement. This measure is used in calculating the return on capital
employed for the Group.
QOcadoe Retail EBIT Not applicable Calculated as Ocado Retail Limited earnings before interest, tax,

Limited EBITDA

depreciation, amartisation, impairment and exceptionatitems.

Profit before tax

and adjusting items

Profit before tax

Adjusting items
(SeenoteB)

Profit before the impact of adjusting items and tax The Group considers
this to be an important measure of Group performance andis consistent
with how the business performanceis reported and assessed by the
Board and the Executive Committee.

This is a measure used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measure is used
within incentive plans.

v
£
z
w
=
w
s
<
=
2]
-
a
u
z
<
z
o

Adjusted basic

earnings per share

Earnings
per share

Adjusting items
(See note 5)

Profit after tax attributable to owners of the parent and before the
impact of adjusting items, divided by the weighted average number of
ordinary sharesinissue during the financial year.

This is @ measure used within the Group's incentive plans. Refer tothe
Remuneration Report for an explanation of why this measure is used.

Adjusted diluted

earnings per share

Diluted earnings
per share

Adjusting iterns
(Seenote 5)

Profit after tax attributable to owners of the parent and before the
impact of adjusting items, divided by the weighted average number of
ordinary shares in issue during the financial year adjusted for the effects
of any potentially dilutive options.

Effective tax
rate before
adjusting items

Effective taxrate

Adjustingitems
and their

tax impact
(Seenote 5)

Total income tax charge for the Group excluding the taximpact of
adjusting items divided by the profit before tax and adjusting items.
This measure is an indicator of the ongoing tax rate for the Group.
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GLOSSARY CONTINUED

Closest equivalent
APM statutory measure

Reconciling items to
statutory measure

Definition and purpose

Income Statement Measures continued

52-week basis
for the 2020/21
financial year

Corresponding
eguivalent
statutory measure

Last trading
week of 2020/21

The Group's financial year ends on the nearest Saturday to 31 March.

The current financial year is for the 53 weeks ended 3 April 2021 with the
comparative financial year being for the 52 weeks ended 28 March 2020.
In order to provide comparability with the prior year results, adjustments
have been made to the 2020/21 53-week income statement to remove
sales, operating costs and other items relating to the (ast trading week
of the 2020/21 financial year. In determining the week 53 adjustment,
revenue and cost of goods sold represent the actual trading
performance in that week, with overhead expenses allocated
proportionally to week 53.

2020/21 Exclude week 53 202042
En im 52-weex basis

Revenue
UK Food 61385 (143.7) 59948
UK Clothinrg & Hom_e 2,2390 ) {40.4) 2,198_‘6_
Total UK Retail 8,3775 (184.1) 8,193.4
International - 789.4 10y 7783
Total Group G669 (1942) 89727
Operating profit/{loss) before
adjusting items
UK Food 2286 {150} 213.6
UK Clothing & Home (130.8) 1.4 (129.4)
International 44 1.0 451
Adjusted profit before tax
Total Croup 50.3 (8.7} 416
Loss before tax
Total Group (209.4) 8.2 201.2)

Balance sheet measures

Net debt None

Reconciliation
of net debt
(see note 27)

Net debt comprises total borrowings (bank and bonds net of accrued
interest and lease liabilities), net derivative financial instruments that
hedge the debt and the Scottish Limited Partnership Liability to the
Marks and Spencer UK Pension Scheme less cash, cash equivalents and
unlisted and short-term investments. Net debt does not include
contingent consideration as it 1s conditional upoen future events which
are not yet certzin at the balance sheet date.

This measure is a good indication of the strength of the Group's balance
sheet position and is widely used by credit rating agencies.

Net debt excluding None
lease ligbilities

Reconciliation
of net debt
(see note 27)

Lease liabilities
(see note 20)

Calculated as net debt less lease liabilities. This measure is a good
indication of the strength of the Group's balance sheet position and is
widely used by credit rating agencies.

Cash flow measures

Net cashinflow
from operating
activities

Free cash flow

See Financial
Review

The cash generated from the Group's operating activities less capital
expenditure, cash lease payments and interest paid.

This measure shows the cash retained by the Group in the year,

Net cash inflow
frorm operating
activities

Free cash flow
pre-shareholder
returns

See Financial
Review

Calculated as the cash generated from the Croup’s operating activities
less capital expenditure and interest paid, excluding returns to
shareholders (dividends and share buyback)

This measure shows the cash generated by the Group during the year
that is available for returning to shareholders and is used within the
Group's incentive plans.
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GLOSSARY CONTINUED

Closest equivalent Reconciling items to
APM statutory measure statutory measure Definition and purpose
Other measures
Covid-19 scenario None Not applicable As part of the Croup’s normal financial planning process, the Beard

approved the 2020/21 budget and three-year plan.

As aresult of the UK government restrictions on trade that were
announced in response to the Covid-19 pandemic, the Group revisited the
2020/21 budget and three-year plan to determine a downside scenario.

The downside scenario assumed the government guidelines at the
period end continued for a period of at least four months, resultingina
significant decline in sales for the remainder of 2020/21, as outlined

in the basis of preparation in the Croup’s 2020 Annual Report and
Financial Statements.

This downside scenario was approved by the directors and is defined as
the Covid-19 scenario.

Capital expenditure None Not applicable Calculated as the purchase of property, plant and equipment,
investment property and intangible assets during the year, less proceeds
from asset disposals excluding any assets acquired or disposed of as part
of & business combination or through an investment in an associate.

Ocado Retail Limited None Not applicable References made to Ocado Retail Limited also include its two
subsidiaries, Speciality Stores Limited (disposed on 31 January 2021y and
Paws & Purrs Limited.

Return on capital None Not applicable Calculated as being EBIT' before adjusting iterns divided by the average
employed of opening and closing capital employed. The measures used in this

calculation are set out below:

2020721 20°9/20

£m £m

EBIT before adjusting items 2222 5907
Net assets 2,285.8 3,708.5
Add back:
Partnership liakility ta the "
Marks & Spencer UK Pension Scheme 193.5 2074 =
Deferred tax liabilities 42.3 3324 E
Non-current borrowings and other E
financial liabilities 3,659.9 3,8659 i
Retirement benefit deficit 7.8 124 2
Derivative financial instruments 73.6 - 2
Current tax liabilities - - é
Less:
Investment property (15.2) {15.5)
Derivative financial instruments - (172.2)
Retirement benefit asset (639.2) (1,915.0)
Current tax assets {35.4) {19.3}
Net operating assets 5,573.1 6,004.6
Add back: Provisions related to
adjusting items 100.8 711
Capital employed 5,673.9 6,075.7
Average capital employed 5,874.8 5,887.5
ROCE % 3.8% 10.0%

This measure is used within the Group's incentive plans. Refer to the
Remuneration Report for an explanation of why this measureis used
within incentive plans.

1 EBITis notdefinedwithinIFRS but s awidety accepted profit measure being earnings before interest andtax
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Imporloant netice

NOTICE OF ANNUAL
GENERAL MEETING
2021

Tuesday 6 July 2021 at TTam
Held at, and broadcast from, Waterside House
35 North Wharf Road, London, W2 TNW

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in any doubt as to the action you should take, you should immediately consult
your stockbroker, bank manager, solicitor, accountant or other independent professional
adviser authorised under the Financial Services and Markets Act 2000 if you are resident in the
United Kingdom or, if you reside elsewhere, another appropriately authorised financial adviser.
if yau have sold or otherwise transferred all your shares in the Company, please forward this
document and accompanying documents (except any personalised form of proxy, if applicable)
to the purchaser or transferee, or to the stackbroker or other agent through whom the sale or
transfer was effected, for transmission to the purchaser or transferee.
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NOTICE OF MEETING 2021

DEAR SHAREHOLDER

66

lam pleased to
announce the 20th
Annual General
Meeting of Marks and
Spencer Group plc
will be held on

6 July 2021. ’,

Nick Folland,
General Counsel and
Company Secretary

ANNUAL GENERAL MEETING (AGM)

YOUR VOTE CCUNTS

As the Chairman has touched en inhis
message to shareholders contained

in your Notice of Availability, last year's
AGM was an unprecedented success.
While Covid-19 restrictions prohibited
public gatherings so that physical
attendance was not permitted, our first
fully digital meeting received higher levels
of shareholder engagement than we've
seeninrecent years. Nearly three times as
many of you took the time to watch the
broadcast live, vote or submit guestions to
our Board, for which we were truly grateful.

To build on last year’s success and ensure
that we provide another accessible,
engaging and democratic AGM, this year
we will be hosting another fully digitally
enabled meeting. I'm very pleased to say
that we will alsc be joined by Kamal
Ahmed who will be acting as a shareholder
advocate, to help share your views and
ensure that shareholder questions are put
tothe Board. Kamal will be known te many
of you as he previously held roles as the
Editorial Director, Economics Editor and
Business Editer at the BBC.

The 2021 AGM will be broadcast from
M&S's Waterside House Support Centre
atTlamon 6 July 2021.

For statutory and regulatory purposes,
the place of the meeting will be Waterside
House, 35 North Wharf Road, London

W2 INVW. Shareholders are invited to
participate in the ACM electronically via a
Live webcast, which you can access by
logging on to https://web.lumiagm.com.
On this website, you can also submit
questions and your voting instructions,
both during the meeting and in advance.
A step-by-step guide on how to join the
meeting electronically and submit your
votes and guestions can be found on
pages 207 to 209. We strongly encourage
you to log on and submit any questions
you might have in advance of the meeting,
so that your views are heard even if you are
unable to participate live.

As the meeting will be predominantly
digital, Board members physically at the
place of meeting will not be available for
shareholder interaction in person, as they
will be taking part in the meeting
broadcast under studio conditions.
Shareholders are advised not to travel to
the venue onthe day.

Your voteis important to us. You can:

- Register your proxy vote electronically
by logging on to either the Lumi AGM
platform, our Registrar’s website,
shareview.co.uk, or by using the service
offered by Furoclear UK &ireland
Limited for members of CREST.

- Complete and return a paper proxy
form {enclosed with this notice if
you have elected for hard copy
documents, or otherwise available
fram Eguiniti on request).

- Jointhe ACM cnline and vote
electronically. Please see page 208
of this Notice for further detazils.

VOTING BEFORE THE MEETING

Your vote counts and all sharehclders are
encouraged to vote either in advance or
on the day. There are several ways to
submit your voting instructions in advance
of the meeting, which are available from
the publication date of this Notice:

(1) The Lumi website.

(2) Equiniti's Shareview website.

(3) The CREST or Proxymity electronic
proxy appointment platforms.

{4} By completing and returning a paper
proxy form.

Paper proxy votes must be received by

no later than NNam on Friday 2 July 2021.
Paper proxy forms are available from
Equiniti on request; you can call our
shareholder helpline on 0345 609 0810,
or use any of Equiniti's alternative contact
detailslisted on page 210. Votes submitted
electronically via the Lumi or Shareview
websites, ar via the CREST or Proxymity
platfarms, (options 1, 2 and 3 above)
should be registered by no later than lam
on Friday 2 July 2021. After then, you will
no longer be able to submit your proxy
vote via Shareview, CREST or Proxymity.
Voting via the Lumiwebsite will also close
at this time, but will reapen for voting on
the day of the meeting.

You will be able to vote in one of three
ways for each of the resolutions: “For”,
“Against” or “Vote Withheld”. Please
note that a “Vote Withheld”is not a vote
in Llaw and will not be counted in the
calculation of votes “For”and "Against”
each resolution.
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JOINING THE MEETING AND
VOTING ON THE DAY

You canwatch the broadcast live, vote and
ask guestions on the day of the meeting
via the Lumi website. Please refer to pages
207 to 208 for instructions on how to join
the meeting and submit your votes and

guestions on the day. VOTING RESULTS

our shareholders, directly. if you would tike
to ask your question at the ACM in person,
you can send us a video recording of
yourself asking your guestion by email to
AGMquestionsubmission@marks-and-
spehcer.com, to be received by no later
than Spm on Friday 2 July.

M&S WEBSITE

Qur corporate website,
marksandspencer.com/thecompany,
is the principal means we use to
communicate with our shareholders.
Thereis a wealth of information

online including:

A copy of our full Annual Report,

Voting on all resolutions on the day will
be by way of 2 polland the Lumi website
will recpen at 9.30am on Tuesday 6 July
for this purpose, Votes can be cast once
the Chairman has declared the poll open.

QUESTIONS

On the day, your questions witl be posed
to the Board by Kamal Ahmed. Where we
receive a number of questions covering
the same topic, Kamal will group these to
address as many of your gueries as
possible.

t0 99.97% in favour.

1tis, of course,important to us that we
have the opportunity to hear from you,

The results of the voting will be
announced through a Regulatory
Information Service and will be published
on our website marksandspencer.comy
thecompany on 6 July 2027, or as soon

as reasonably practicable thercafter.

which includes our Strategic Report.

Allthe latest M&S news, press releases
and investor presentations.

A detailed account of our approach to
corporate governance at M&5s.

In 2020, all resolutions were passed at the
meeting with votes ranging from 90.8%%

EXPLANATORY NOTES

An expianation of each of the resclutions
to be voted on at the AGM s set out below
and on pages 202 to 204.

EXPLANATORY NOTES TO THE RESOLUTIONS

TO RECEIVE THE REPORTS
AND ACCOUNTS 1

The Board asks that shareholders receive the Annual Report
and Financial Statements far the 53 weeks ended 3 April 2021

APPROVAL OF THE DIRECTORS’ <
REMUNERATION REPORT .3

The Directors' Remunreration Report sets out the pay and
benefits received by each of the directors for the year ended

3 April 2021. In line with legislation, this vote is advisory and the
directors entitlement to remuneration is not conditional on it.
ELECTION OF

DIRECTORS 3_‘] 2

The directors believe that the Board continues to maintain

an appropriate balance of knowledge and skills and that all

the non-executive directors are independent in character

and judgement. This follows a process of formal evaluation,
which confirms that each director in office at the time of the
evaluation makes an effective and valuable contribution to the
Board and demonstrates commitment to the role {including
rmaking sufficient time available for Board and Committee
meetings and other duties as required). Evelyn Bourke joined
the Board on 1 February 2021, Evelyn has led transformative
change and brings extensive experience in financial services,
risk and capital managerment and mergers and acquisiticns,
Fiona Dawson also joined the Board on 25 May 2021 Fiona has
an in-depth knowledge of the UK and global food retail industry
and astrong track recerd in sustainability, health and wellbeing,
particularly women’s entreprenaurship and numan rights.
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in accordance with the UK Corporate Covernance Code, all
directors will stand for election or re-election, as relevant, at the
ACM this year Bicgraphies are available on pages 62 and 63 of
the Annual Report, with further details available on our website,
marksandspencer.com/thecompany. It is the Board's view that
the directors' biographies illustrate why each director’s
caontributionis, and continues to be, important to the
Company’s long-termn sustainable success.

APPOINTMENT AND &
REMUNERATION OF AUDITOR 1!5_‘14

On the recommendaticn of the Audit Committee, the Board
proposes in resolution 13 that Deloitte LLP be reappointed
as auditor of the Carnpany.

Resolution 14 proposes that the Audit Cormmittee be authorised
to determine the level of the auditor's remuneration.

AUTHORITY TO SUB-DIVIDE

THE ORDINARY SHARES 15

Resolutions 15,16 and 22 relate to the nominal value of the
Cormpany’s crdinary shares, having the effect of reducing the
nominal value from £0.25 to £0.01.

At last year's AGM, shareholders approved resolutions to
amend the Company’s share plan rules, ensuring that they alt
permit the use of treasury or new issue shares ta satisfy share
awards. References to share plans means the Marks and
Spencer Croup Restricted Share Plan 2015, the Marks and
Spencer Group Deferred Share Bonus Plan 2015, and the Marks
and Spencer Group Performance Share Plan 2015, all as
amended and all together the “Plans”.



EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

The move from purchasing shares in the market to issuing new
shares for the purposes of satisfying share awards under the
Plans has significantly lowered the Company's costs of awarding
eqguity to colleagues, and, as aresult, improved the efficiency
with which the Board uses shareholder funds. However, it still
costs the Company disproportionately more than its peersto
issue equity for share awards because of the relatively high
nomingal value of the Cormpany’s ordinary shares. The Company
funds the £0.25 nominal value when shares are awarded rather
than pass this cost to colleagues, as the nominal value
deduction could represent a significant proportion of a
colieague’s award. By reducing the nominal value of the
Company's ordinary shares to a level more akin to market
norms, and by transferring the nominal value burden to the
award recipient, the administrative cost of issuing equity tc
satisfy share awards under the Plans will be largely eliminated.
We believe that this administrative change produces a more
favourable cutcome for shareholders and ensures that the
Company's resources are used in a way that minimises
unnecessary costs. As detailed below, this change should not
impact the Company’s market share price.

Resolution 15 proposes that each existing ordinary share of

f0 25 (each an "Existing Ordinary Share™ in issue at the close of
business on the date of the ACM will be subdivided into one
ordinary share of £0.01in the Company {each a “New Ordinary
Share™yand one deferred share of £0.24 in the Company (each a
‘Deferred Share”) (the "Share Subdivision™). The purpose of the
Deferred Shares is to ensure that the reduction in the nominal
value of the ordinary shares does not resultin a reductionin the
capital of the Company. Each ordinary shareholder’s
propartionate interest in the Company’sissued ordinary share
capital will remain unchanged as a result of the Share
Subdivision. Aside from the change in nominal value, the rights
attaching to the New Qrdinary Shares (including voting and
dividend rights and rights on a return of capital) will be identical
to those of the Existing Ordinary Shares. No new share
certificates will be issued in respect of the New Crdinary Shares
as existing share certificates will remain valid in respect of the
same number of New Ordinary Shares arising from the Share
Subdivision. The nurmber of ordinary shares of the Company
listed on the Official List and admitted to trading on the London
Stock Exchange’s main market for listed securities will not
change as a result of the Share Subdivision. The Share
Subdivision will not affect the Company's net assets.
Consequently, the market price for a New Ordinary Share
immediately after the completion of the Share Subdivision
should, theoretically, be the same as the market price of an
Existing Crdinary Shareimmediately pricr to the Share
Subdivision. Resolution 15 is conditional on the passing of
resolution 16,

APPROVING THE TERMS
OF THE DEFERRED SHARES

16

Resclution 16 relates to the terms of the Deferred Shares to be
issued as a result of the Share Subdivision proposedin
resoluticn 15. The Deferred Shares created on the Share
Subdivision becocming effective will have no voting or dividend
rights and, on areturn of capital on a winding up of the
Company, the Deferred Shares will have the right to receive the
amount paid up on them only after ordinary shareholders have
received, in aggregate, any amounts paid up on their ordinary
shares plus £10 million per ordinary share. No share certificates
will be issued in respect of the Deferred Shares, nor will CREST
accounts of shareholders be credited in respect of any
entitlement to Deferred Shares, nor will they be admitted to the
Cfficial List or to trading on the London Stock Exchange or any
other investment exchange. The Deferred Shares will not be
transferable at any time, other than with the prior written

consent of the Directors of the Company. The rights attaching
to, and restrictions upon, the Deferred Shares are set cut in
resotution 16 and in accordance with Article 4 of the Articles of
Association of the Company, if such resolution is approved, will
apply to the Deferred Shares asif such rights and restrictions
were set out in the Articles of Association of

the Company.

Therignts attaching to the Deferred Shares willalso grant
irrevocable authority te the Company to, inter alia:

— Transferthe Deferred Shares to a persen nominated by the
Directors for no consideration and without requiring the
consent of any holder of Deferred Shares to be obtained.

— Purchase any or allof the Deferred Shares without any further
approval from the holders of the Deferred Shares.

— Appoint any person on behalf of the holders of the Deferred
Shares to execute z contract for the Company's purchase of
the Deferred Shares for an aggregate consideration of £0.01.

- Cancel the Deferred Shares without payment to the holders.

Any buyback of the Deferred Shares would be effected by
notice to the registered office of the Company addressed to a
person nominated by the Directors to act on behalf of the
heolders of the Deferred Shares.

Resolution 16 is conditional on the passing of resolution 15,

RENEWAL OF THE POWERS
QF THE BOARD TO ALLOT SHARES

17

Paragraph (A) of this resolution 17 would give the directors

the authority to allot ordinary shares of the Company up

to an aggregate nominal ameunt equal to (i) £163,043,966

(if resolution 15 is not passed) or (i) £6,521,758.64 {if resolution
15 is passed). These amounts represent 652,175,864 ordinary
shares, being approximately one-third (33.33%) in each case of
the nominal value of (i) the Existing Ordinary Shares in issue as
at 25 May 2021, the latest practicable date before the
publication of this Notice, or (i) the New Ordinary Shares
calculated on the basis of the number of Existing Ordinary
Shares inissue as at the sarme date (anticipating, for this
purpose, that the share subdivision described in resotution 15
will be approved at the AGM).

in tine with guidance issued by the investment Association
(1A), paragraph (B) of this resoluticn would give the directors
authority to allot ordinary shares in connection with arights
issue in favour of ordinary shareholders up to an aggregate
nominalamount equat to (i) £326,087,932.25 (if resolution 15

is not passed) or {ii) £13,043,517.29 (If resclution 15 is passed),
as reduced by the naminal amount of any shares issued under
paragraph (&) of this resolution. These amounts (before any
reduction) represent 1,304,351,729 crdinary shares, being
approximately two-thirds (66.66%) in each case of the nominal
value of (i) the Existing Ordinary Shares in issue as at 25 May
2021, the latest practicable date before the publication of this
Notice, or (i) the New Ordinary Shares calculated on the basis of
the number of Existing Ordinary Shares in issue as at the same
gate (anticipating, for this purpose, that the share subdivision
described in resotution 15 will be approved at the AGM).

The authorities sought under paragraphs (A) and {(B) of this
resoluticn will expire at the conclusion of the ACMin 2022 or
on 1 October 2022, whichever is socner. The directors have

no present intention to exercise either of the authorities
sought under this resolution; however, the Board wishes to
ensure that the Company has maximum flexibility in managing
the Group's capital resources.

As at the date of this Notice, no shares are held by the
Company in treasury.
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EXPLANATORY NOTES TO THE RESOLUTIONS CONTINUED

AUTHORITY TO MAKE
POLITICAL DONATIONS 18

The Companies Act 2006 (the "2006 Act™) prohikits cormpanies
from rmaking political donations to UK political arganisations or
independent candidates, or incurring UK political expenditure,
unless authorised by sharehotders in advance.

The Company does not make, and does not intend to make,
donations to political organisations or independent
election candidates, nor does it incur or intend to incur any
political expenditure.

However, the definitions of political donations, political
organisations and political expenditure used inthe 2006

Act are very wide. As a result, they can cover activities such as
sponsorship, subscriptions, payment of expenses, paid leave
for employees fulfilting certain public duties, and support
for bodies representing the business community in policy
review ar reform.

Shareholder approvalis being scught on a precautionary basis
only, to allow the Company and any company which, at any
time during the period for which this resolution has effect,

is a subsidiary of the Company, to continue to support the
community and put forward its views to wider business and
government interests, without running the risk of inadvertently
breaching legislation.

The Board s therefore seeking authority to make political
donations and to incur political expenditure not exceeding
£50,000in total. Inline with best practice guidelines published
by the A, this resolution is put to shareholders annually rather
than every four years as required by the 2006 Act.

AUTHORITY TO DISAPPLY
PRE-EMPTION RIGHTS

1920

Resolutions 19 and 20 are proposed as special resolutions. If the
directorswish to allot new shares or other equity securities,

or sell treasury shares, for cash (other thanin connection with
an employee share scheme), company law reguires that these
shares are first offered to shareholders in proportion to their
existing holdings.

At last year's ACM, a special resolution was passed, in line with
institutionat shareholder guidelines, empowering the directcrs
to allot equity securities for cash without first offering them to
existing shareholders in proportion to their existing holdings.
Itis propesed, under resolution 19, that this authority be
renewed. If approved, the resolution will authorise the directors
to issue shares in connection with pre-emptive offers, or
otherwise toissue shares for cash up to an aggregate nominal
amount of (i) £24,456,595 (if resolution 15 is not passed) or

(i} £978,263.80 (if resolution 15 is passed) which includes

the sale on a non pre-emptive basis of any shares the Company
holds in treasury for cash. This aggregate nominal amount
represents 97,826,380 ordinary shares, being approximately
5% in each case of the nominal value of (i) the Existing Ordinary
Sharesinissue asat 25 May 2021, the latest practicable date
before the publication of this Notice, or (i) the New Ordinary
Shares calculated on the basis of the number of Existing
Crdinary Shares in issue as at the same date (anticipating, for
this purpose, that the share subdiviston described in resolution
15 will be approved at the AGM).

The Pre-Emption Group's Statement of Principles also supports
the annual disapplication of pre-emption rightsin respect of
allotments of shares and cther equity securities and sales of
treasury shares far cash where these represent nomore than
an additional 5% of issued ordinary share capital (exclusive of
treasury shares) and are used only in connection with an
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acquisition or specified capital investment. The Pre-Emption
Group's Statement of Principles defines "specified capital
investment” as meaning one or more specific capital investment
related uses for the proceeds of an issue of equity securities,

in respect of which sufficient information regarding the effect
of the transaction on the Company, the assets the subject of
the transaction and (where appropriate) the prefits attributable
tothem is made available to shareholdersto enable them to
reach an assessment of the potential return.

Accordingly, the purpeose of resolution 20 is to authorise

the directors to allot new shares and other equity securities
pursuant to the allotment authority given by resolution 17,

or sell treasury shares for cash, without first being required to
offer such securities to existing shareholders, up to a further
nominal amount of (i) £24,456,595 (if resolution 151s not passed)
or (ii) £978,263.80 (if resolution 15 is passed). This aggregate
nominal amount represents 97,826,380 ordinary shares, being
approximately 5% in each case of the nominal value of (i) the
Existing Ordinary Shares inissue as at 25 May 2021, the latest
practicable date before the publication of this Notice, or (i1)

the New Ordinary Shares calculated on the basis of the
number of Existing Ordinary Shares inissue as at the same
date (anticipating, for this purpose, that the share subdivision
described in resolution 15 will be approved at the AGM). The
authority granted by this resolution, if passed, will only be used
n connection with an acquisition or specified capital investment
which is annaunced contemporangously with the allotment, or
which has taken place in the preceding six-month period and is
disclosed in the announcement of the issue. if the authority
given inresolution 20 is used, the Company will publish details
of its use inits next Annual Report.

The authority granted by resolution 20 would be in addition to
the general authority to disapply pre-emption rights under
resoluticn 19. The maximurm nominal value of equity securities
that could be allotted if both authorities were used would be
(i) £48,913190 (if resolution 15 is not passed) or (i) £1,956,527.59
(if resclution 15 is passed), which represents in each case
approximately 10% of the nominal value of (i) the Existing
Ordinary Sharesinissue as at 25 May 2021, being the latest
practicable date before the publication of this Notice, or (i}
the New Ordinary Shares calculated on the basis of the number
of Existing Ordinary Shares inissue as at the same date
(anticipating, for this purpose, that the share subdivision
describedin resolution 15 will be approved at the AGM),

The directors intend to adhere to the pravisions in the
Pre-emption Group’s Statement of Principles and not to allot
shares cr other eguity securities or sell treasury shares for
cash on a non pre-emptive basis pursuant to the authority
inresolution 19 in excess of an amount equal to 7.5% of the
total issued ordinary share capital of the Company, excluding
treasury shares, within a rolling three-year pericd, cther than

(i} with prior consultation with shareholders; or

(it} in connection with an acquisition or specified capital
investment whichis announced contemporaneously with
the allotment or which has taken place in the preceding
six-manth period and is disclosed in the announcement
of the allotment.

The directors have no currentintention to allot shares except in
connection with employee share schemes. These authorities will
expire at the conclusion of the AGM in 2022 or on } October
2022, whicheveris saoner.



EXPLANATORY NOTES TO THERESOLUTIONS CONTINUED

AUTHORITY FOR THE COMPANY TO .
PURCHASE ITS OWN SHARES .2«1

Authority is sought for the Company to purchase up to 10% of
its issued ordinary shares renewing the authority granted by
the sharehotders at previous ACMs.

The directors have no present intention of exercising the
authority to purchase the Company's own ordinary shares;
however, this authority would provide them with the flexibility
todo soin the future, if the prevailing market conditions made
such purchases in the baest interests of shareholders generally.

Crdinary shares purchased by the Company pursuant to

this authority may be held in treasury or may be cancelled.

It remains the Company’s intention to cancel any shares it
buys back rather than hold them in treasury. The Company
currently holds no shares intreasury. The resolution specifies
the minimum and maximum prices which may be paid for any
ordinary shares purchased under this authority, reflecting the
reguirements of the Listing Rules.

The Company has options outstanding over 115 million ordinary
shares, representing 5.92% of the Company's issued ordinary
share capital as at 25 May 2021, the latest practicable date
before the publication of this Notice.

If the existing authority given at the 2020 ACM and the
authority now being sougbt by this resoclution were to be fully
used, these options would represent 8.58% of the Company's
ordinary share capttalin issue at that date.

AUTHORITY FOR THE COMPANY TO
PURCHASE ITS DEFERRED SHARES

22

Authority is sought for the Company to make an of f-market
purchase of its Deferred Shares of £0.24 each in accordance
with the terms of (i) the Deferred Shares (which shall have such
rights and restrictions attached to them as detailed in
resolution 18) and (i) the share purchase agreement made
available to shareholders pursuant to Section 696(2) of the
2006 Act; with such power to apply until & July 2026.

Itis the Company’s intention to complete the purchase of its
Deferred Shares as soon as practicable after the Share
Subdivision detailed inresolution 15, and subsequently to
cancel the Deferred Shares.

Resolution 22 is conditicnal on the passing of resolutions 15
and 16.

NOTICE OF
GENERAL MEETING

23

Inaccordance with the 2006 Act, the notice period for general
meetings (other than an ACM) is 21 clear days’ notice unless the
Company:

(i) Has gained shareholder approval for the holding of general
meetings on 14 clear days notice by passing a special
resclution at the most recent AGM; and

(1) Offers the facility for all shareholders to vote by
electronic means.

The Company would like to preserve its ability to call general
meetings (other than an AGM) on 14 clear days’ nctice. This
shorter notice period would not be used as a matter of routine,
but only where the flexibility is merited by the business of the
meeting and is thought te be in the interests of snareholders
asawhole.

Resolution 23 seeks such approval and, shoutd this resolution
be approved, it will remain valid until the end of the next ACM.

This is the same authority as was sought and granted at last
year's AGM.

AMENDMENTS TO THE ARTICLES
OF ASSOCIATION

24

The Board is proposing that the Cempany adopt new articles
of association (the "New Articles”), the principal changes of
which are set out below. The main objective of these changes
is to improve our overall engagement with shareholders, and
shareholiders' experiences with managing their shareholding.
These changes do not impact instituticnal or nominee
shareholdings.

Of ourcirca 140,000 private shareholders owning equity in their
own name, there are at least 10,000 shareholders based on our
analysis who we have lost contact with or are unable to pay
dividends to, because their perscnal details have changed or
they have not provided us with their dividend bank mandate.
For the protection of shareholders’ personal information and
intline with our Plan A, cast saving and operational efficiency
objectives, the New Articles will allow us to act sconer to cease
sending documents to addresses where we know a shareholder
no longer lives, and also to forfeit shares and dividends where
we have been unable to make contact with a shareholderfora
period of six years.

In summary, the New Articles:

{A) Clanfy that shareholder bank mandates for dividends can
also be used for "cther money payable in cash relatingtoa
share”, ensuring that chegues are nolonger used for any
payments due to sharehclders in relation to their shares.

(B) Clarify the Company’s definition of inactive or “gone away”
shareholders, to ensure that we do not continue to send mail
to shareholders after one instance of returned and
unopenead mail, and we do not continue to pay dividends by
bank transfer after one instance of a failed dividend
payment (in either case following reasonable enguiries to
establish the shareholder’s current correct details).

{C) Reduce the period of time after which we are able to forfeit a
dormant shareholder’s dividends and shares, from 12 years
to six years, following efforts to trace the shareholder.

(D) Clarify that a shareholder can exercise their “right to speak”
during a general meeting, when the chairman of the
meeting is satisfied that arrangements are in place for
shareholders to cormmunicate any questions and opinions
they may have on the business of the meeting.

The New Articles showing all the proposed changes tothe
Company's existing articles are available for inspection,
as noted on page 205 of this document.

RECOMMENDATION

Your directers believe that the proposals described above
arein the best interests of the Company and its shareholders
as a whole, and recommend you give them your support by
voting in favour of all the resolutions, asthey intend toin
respect of their own beneficial shareholdings.

Yours faithfully,

Nick Folland, General Counsel
and Company Secretary

London, 25 May 2021
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MARKS AND SPENCER GROUPPLC

NOTICE OF MEETING

Notice is given that the Annual General
Meeting of Marks and Spencer Group plc
{the “Company”} will be held at and
broadcast from Waterside House, 35
North Wharf Road, London, W2 1INV/,

in accordance with the information
provided on page 207, on Tuesday 6

July 2021 at T1am (the “ACM™) for the
purposes set out below.

Resolutions 1to 18 wili be proposed as
ordinary resolutions, and resolutions 19 to
24 will be proposed as special resclutions.

1. Toreceive the Annual Report and
Financial Statements for the 53 weeks
ended 3 April 2021,

2.To approve the Directors’ Remuneration
Report for the year ended 3 April 2021, as
set out on pages 94 to 105 of the

Annuat Report.

To re-elect the following directors who are
seeking annual re-electionin accordance
with the UK Corporate Governance Code:

3. Archie Norman

6 JULY 2021

14.To resolve that the Audit Committee
determine the remuneration of the
auditor on behalf of the Board.

15. DIRECTORS’ AUTHORITY TO
SUBDIVIDE ORDINARY SHARES

To resolve that, subject to the passing

of resolution 16, each of the ordinary
shares of £0.25inthe capital of the
Company inissue at the close of business
on the date of this meeting (cr such other
time and date as the directors may
determine) be subdivided inta one
ardinary share of £0.C1in the capital of the
Company, having the same rights and
being subject to the same restrictions

in all respects as the existing ordinary
shares of £0.25 eachin the capital of the
Company (save as to nominal value) and
one deferred share of £0.24 in the capital
of the Company, having the rights and
being subject to the restrictions set out In
resolution 16 below.

16. DEFERRED SHARES

4, Steve Rowe

5.Eoin Tonge

6. Andrew Fisher

7. Andy Halford

8.Tarmara Ingram

9. JustinKing

10. Sapna Scad

To elect the following directors
appointed to the Beard since the
Llast Annual General Meeting:

M. Evelyn Bourke

12, Fiona Dawson

13. Te resolve that Deloitte LLP be, ang is
hereby, reappointed as auditor of the
Company to hotd office until the
conclusion of the next general meeting
at which accounts are laid before

the Cormpany.

Ta view our Board biographies go to
the Investors section of our corporate
website, marksandspencer.com/
thecompany
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To resolve that, subject to the passing

of resolution 15, the deferred shares of
£0.24 in the capital of the Company shall
confer on the holder such rights, and shall
be subject to the restrictions, as follows:

(A) Adeferredshare:

{i) Does not entitle its holder to
receive any dividend or distribution
declared, made or paid or any
return of capital (save as provided
in (A)ii) below) and does not entitle
its holder to any further or other
right of participation inthe assets
of the Company.

(ii) Entitles its holder to participate on
areturn of assets an a winding up
of the Company, such entitlement
to belimited to the repayment of
the amount paid up or credited as
paid up on such share and shall be
paid only after the holders of any
and all ordinary shares thenin
1ssue have received (1) payment in
respect of such amount as is paid
up or credited as paid up onthose
ardinary shares held by them at
that time, plus (2) the paymentin
cash or in specie of £10,000,000
on each such ordinary share.

(B)

)

(o)

{iii) Does not entitle its holder to
receive a share certificatein
respect of their shareholding,
save asrequired by law.

(iv) Does not entitle its holder to
receive notice of, nor attend,
speak or vote at any general
meeting of the Campany.

(v}Shall not be transferrable at any
time cther than with the prior
written consent of the directors of
the Company.

The Company may at its option and is
irrevocably authorised at any time
after the creation of the deferred
shares to:

(i} Appoint any person to act on
behalf of any or allholders of a
deferred share, withcut obtaining
the sanction of the holders, to
transfer any or all of such deferred
shares held by such holder(s) for nil
consideration to any person
appointed by the directors of
the Company.

(i} Without obtaining the sanction
of the holder(s), but subject to the
Companies Act 2006, purchase
any or alt of the deferred shares
then inissue andto appoint any
person to act on behalf of all
holders of deferred shares to
transfer and execute a contract
of sale and a transfer of all the
deferred shares to the Company
for an aggregate consideration
of £0.01.

Any offer by the Company to
purchase the deferred shares may

be made by the directors of the
Campany depositing at the registered
office of the Company a notice
addressed to such person as the
directors shall have nominated

on behalf of the holders of the
defarred shares.

The Company shall have the
irrevocable authority to authorise and
instruct a single holder or any other
person on behalf of allholders of
deferred shares to exercise any vote
to which holders of deferred shares
may be entitled by taw or in any other
circumstances or for any cther matter
cannected to the deferred shares.



(E} Therights attached to the deferred
shares shall not be deemed to be
varied or abrogated by the creation or
issue of any new shares rankingin
priority to or pari passu with or
subseguent to such shares, any
armendment or variation of the rights
of any other class of shares of the
Company, the Company reducing
its share capital or share premium
account or the surrender,
cancellation, redemption or purchase
of any share, whether a deferred
share aor otherwise.

{F} The Company shall have the
irrevocable authority to cancel any
deferred share without making any
payment tc the holder and such
cancellation shall nct be deemed
to be avariation or abrogation
of the rights attaching tc such
deferred share.

Such rights and restrictions in (A) - (F)
above attaching to the deferred shares
shall apply to the deferred shares as if
they were set out inthe Company’s
Articles of Association.

17.DIRECTORS’ AUTHORITY TO
ALLOT SHARES

To resolve that the directors be and

are authorised generally and
unconditionally to exercise all the powers
of the Company to allot shares inthe
Company and to grant rights to subscribe
for or convert any security into shares in
the Company:

(A) Uptoanominalamount of
£163,043,966 (if resolution 15is
not passed)or £6,521,758.64 (if
resclution 15is passed) (and in either
case such amount to be reduced by
any alloctments cr grants made under
paragraph (B) below in excess of such
sum), and

Comprising equity securities (as
defined in Section 560(1) of the
Caompanies Act 2006} up to a nominal
amount of £326,087,932.25 (if
resolution 15 is not passed) or
£13,043,517 29 (if resolution 15 is
passed){and in either case such
amount to be reduced by any
allotments made under paragraph
(A) above} in connection with an offer
by way of a rights issue:

(B)

(i) To ordinary shareholders in
proportion (as nearly as may
be practicable) tc their existing
holdings; and

(i) To holders of other equity
securities as required by the
rights of those securities or
as the directors otherwise
consider necessary;

and so that the directors may impose

any limits cr restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractional entitlements,
record dates, legal, regulatory or practical
problems in, or under the laws of,

any territory or any other matter.

The authorities conferred on the directors
to allot securities under paragraphs (A)
and (B)will expire at the conclusion of the
ACM of the Company to be held in 2022

or on 1 Gctober 2022, whichever is sooner,
unless previgusly revaked ar varied by the
Company, and such authority shall extend
to the making before such expiry of an
offer or an agreement that would or might
require relevant securities to be allotted
after such expiry, and the directors may
allot relevant securities in pursuance of
that offer or agreement as if the authority
cenferred hereby had not expired.

18. POLITICAL DONATIONS

Taresolve that, in accordance with Section
366 of the Companies Act 2006, the
Company, and any company which, at

any time during the period for which

this resolution has effect, is a subsidiary
of the Company, be and are authorised to:

(A} make political donations to political
parties or independent election
candidates, not exceeding £50,000
intotal;

(B} make political donaticons to political
organisations other than political
parties, not exceeding £50,000

intotal; and

<)

incur political expenditure not
exceading £50,000 in total;

provided that the aggregate amount
of any such donations and expenditure
shall not exceed £50,000, during the
period beginning with the date of the
passing of this resolution and ending
at the conclusion of the AGM to be
heldin 2022 or on 1 October 2022,
whichever is sooner.

For the purpose of this resolution, the
terms "politicat denations”, "political
parties”,"independent election
candidates”, “political organisations”and
“political expenditure” have the meanings
set out in Sections 363 to 365 of the
Companies Act 2006,

19. GENERAL DISAPPLICATION OF
PRE-EMPTION RIGHTS

To resolve as a special resolution that,
subject to the passing of resolution 17,
the directors be empowered to aliot
equity securities (as defined inthe
Companies Act 2006} for cash under the
authority given by that resolution (set out
in this Notice of Meeting), and/or to sell
ordinary shares held by the Company as
treasury shares for cash, as if Section 561
of the Companies Act 2006 did not apply
to any such allotment or sale, provided
thal such authority be imited:

(A) totheallotrment of equity securities
and sale of treasury sharesin
connection with an offer of, or
invitation to apply for, equity
securities (but in the case of the
authority granted under paragraph
(BYof resclution 17, by way of a
rights issue only):

(i} to ordinary shareholdersin
proportion {as nearly as may
be practicable} to their existing
holdings; and

(i} to holders of other equity
securities as required by the
rights of those securities or
as the directors otherwise
consider necessary;

and so that the directors may impose

any limits or restrictions and make any
arrangements which they consider
necessary or appropriate to deal with any
treasury shares, fractionalentitlements,
record dates, legal, regulatory or practical
problemsin, or under the laws of, any
territory or any other matter; and

(B} inthecase of the autherity granted
under paragraph (A) of resolution 17
ang/crin the case of any sale of
treasury shares, to the allotment
of equity securities or sale of treasury
shares {otherwise than under
paragraph (A} above)up toa nominal
amount of £24,456,595 (if resoluticn
15is not passed) or £978,263.80
(if resolution 15 is passed);

and shall expire at the conclusion of the
AGM to be held in 2022 or on 1 Octaber
2022, whichever is sconer (unless
praviously revoked or varied by the
Company in general meeting), provided
that the Company may before that date
make offers, and enter into agreements,
which would, or might, require equity
securities to be allotted (and treasury
shares to be sold) after the authority
ends and the directors may allot equity
securities (and sell treasury shares)under
any such offer or agreement asifthe
authority had not ended.
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20. ADDITIONAL DISAPPLICATION
OF PRE~-EMPTION RIGHTS

To resotve as a special resclution that,
subject to the passing of resolution 17,

the directors be empowered in addition

to any authority granted under resclution
19 to allot equity securities (as definedin
the Companies Act 2006} for cash under
the authority given by that resolution 17
(set out in this Notice of Meeting} and/or to
sell ordinary shares held by the Company
as treasury shares for cash as if Section 561
of the Companies Act 2006 did not apply
to any such allotment or sale, provided
that such autharity be:

(A) limited to the allotment of equity
securities or sale of treasury sharesup
to a naminal amount of £24,.456 595
(if resolution 151s not passed) or
£978,263 80 (if resolution 15 is
passed),and

{B} used only for the purposes of
financing (or refinancing, ifthe
authority is to be used within six
months after the originai transaction)
a transaction which the directors
of the Company determine to be
an acguisition or other capital
investrnent of a kind contemplated
by the Statement of Principles on
Disapplying Pre-Emption Rights
rmost recently published by the
Pre-Emption Croup prior to the
date of this Notice of Meeting;

and shall expire at the conclusion of the
AGM to be held in 2022 or an 1 October
2022, whichever is sooner (Unless
previously revoked or varied by the
Company in general meeting), provided
that the Company may before that date
make offers, and enter into agreemeants,
which would, or might, require equity
securities to be allotted (and treasury
sharesto be sold) after the autharity
ends and the directors may allot equity
securities (and sell treasury shares)
under any such offer or agreement

asif the authority had not ended.
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21, COMPANY'S AUTHORITY TO
PURCHASE ITS OWN SHARES

22.COMPANY’S AUTHORITY TO
PURCHASE DEFERRED SHARES ;

To resolve as @ special resolution that the
Company is authorised for the purposes
of Section 701 of the Companies Act 2006
to make one or more market purchases
(as defined in Section 693(4) of the
Companies Act 2006) of its ordinary
shares of £0 25 each (if resolution 15 isnot
passed)or of its ordinary shares of £0.01
each (if resolution 15 is passed), such
power to be limited:

(A} toamaximum number of 195,652,759
ordinary shares;

{B) by the condition that the minimum
price which may be paid for an
ordinary share is £0.25 (if resolution 15
is not passed) or £0.01{if resoluticn 15
is passed) and the maximum price
which may be paid for an ordinary
share is the highest of:

{i) anamount equal to 105% of
the average market value ofan
ordinary share for the five business
daysimmediately preceding the
day onwhich that ordinary shareis
contracted to be purchased; and

{ii} the higher of the price of the last
independent trade of an ordinary
share and the highest current
independent bid for an ordinary
share on the trading venue where
the purchase is carried out;,

ineach case, exclusive of expenses, such
power to apply until the end of the AGM
to be held in 2022 or until 1 October 2022,
whichever is sooner, but in each case

so that the Company may enterinto a
contract to purchase ordinary shares
which will or may be completed or
executed wholly or partly after the power
ends and the Company may purchase
ordinary shares pursuant to any such
contract asif the power had not ended.

Toresolve as a special resolution, subject
to and conditional upon the passing of
resolutions 15 and 16, that:

{A} theshare purchase agreement made
available to shareholders pursuant to
Section 696(2) of the Companies Act
2006 (the "Off-market Share Purchase
Contract™is authorised, and

(B) the Company isauthorised forthe
purposes of Section 684 of the ‘
Companies Act 2006 to make an
off-market purchase (as defined in
Section 693(Z) of the Companies Act
20086) of its deferred shares of £0.24
eachin accordance with the terms of:

(i) the Deferred Shares as detailed in
resolution 16 above; and

(i} the Off-market Share Purchase
Contract;

with such authorisation to apply until
6.July 2026,

23.CALLING OF GENERAL MEETINGS
ON 14 DAYS' NOTICE

To resolve as a special resolution that a '
general meeting other thanan Annual

GCeneral Meeting may be called cn no

fewer than 14 clear days' notice.

24, AMENDMENTS TQ THE ARTICLES
QOF ASSOCIATION

To resolve as a special reselution that,
with effect from the end of the AGM, the
articles of association producedto the
meeting and signed by the Chairman for
the purpose cf identification, are adopted
as the articles of association of the
Company in substitution for, and to the
exclusion of, the Company’s existing
articles of assaciation.

By order of the Board

Nick Folland, General Counsel
and Company Secretary

London, 25 May 2021

Registered office Waterside House,
35 North Wharf Road, London W2 TNW.

Registered in England and Wales
No. 4256886.



NOTES

1.Biographies of the directors seeking
election (or re-election) are given in the
Annual Report on pages 62 and 63,
including their membership of the
principal Committees. The terms of the
current directors’service contracts are
such that all executive director
appointments may be terminated by the
Company giving 12 months' notice and by
the individual giving six months’ notice;
non-executive directers have agreements
for service which can be terminated on
three months' notice by either party; the
Chairman has an agreement for service
which reguires six months' notice by
either party.

2. Registered Shareholders: Members

are entitled to appoint a proxy Lo exercise
all or any of their rights to attend, speak
and vote on their behalf at the ACM,
Members may appoint more than one
proxy in relation to the ACGM, provided that
each proxy is appointed to exercise the
rights attached to a different share or
sharesheld by that shareholder. A proxy
need not be a shareholder of the
Company. To request one or more paper
proxy forms (to appoint more than one
proxy), please contact our shareholder
helpline on 0345 609 0810. Please indicate
the number of shares in relation to which
each proxy is authorised to act in the box
below the proxy holder's name. Please
also indicateif the instruction is one of
multiple instructions being given,and if a
proxy is being appcinted for less than your
full entitlement, please enter the number
of shares in relation to which each such
proxy is entitled to act in the box below
the relevant proxy holder's name. The
proxy form assumes you wish to vote on
all your shares in the same way. To vote
only part of your holding or to vote some
shares one way and some another, please
contact the shareholder helpline. All
proxy forms must be signed and should
be returned together.

3. If you would like to submit your vote
electronically in advance of the ACM,

you can do sc by accessing the Lumi
website, https://web.lumiagm.com_
Instructions are available on page 208

of this Notice. Alternatively, you can
submit your instruction by visiting
shareview.co.uk (see page 209 for further
instructions). You are advised to read the
terms and conditions of use. All advance
proxy votes regardless of how they are
cast are to be returned by Tlam on Friday
2 July 2021.If you return paper and
electronic instructions, those received last
by the Registrar befere 1lam on Friday 2
July 2021 will take precedence. Electronic
communication facilities are available to
all shareholders and those that use them
will not be disadvantaged.

4. In the case of joint holders, where more
than one of the joint holders purports to
appoint a proxy, only the appointment
submitted by the most senior holder will
be accepted. Seniority is determined by
the order in which the names of thejoint
helders appear in the Company’s register
of members in respect of the joint holding
(the first-named being the most senior).

5. Votes submitted in advance of the
meeting using the Lumi website will
constitute an instruction to appoint the
Chairman of the meeting as proxy. The
shares covered by the instruction will be
voted as directed by the shareholderin
respect of the resclutions referred toin
this Notice of Meeting at the meeting and
at any adjournment of it.

6. To be valid, any proxy form or other
instrument appointing a proxy must be
received by post {during normalbusiness
hours only) or by hand at Equiniti, Aspect
House, Spencer Road, Lancing, West
Sussex BN99 6DA no later than 1lam

on Friday 2 July 2021.

7. The return of a completed paper proxy
form, other such instrument or any
CREST proxy instruction {as described
inparagraph 15 on the following page)
will not prevent a shareholder vating later
if they wish to do so.

8.Indirect shareholders: Any person to
whom this Notice is sent who is a person
nominated under Section 146 of the
Companies Act 2006 to enjoy information
rights (a “Nominated Person”} may,

under an agreement between them and
the sharehclder by whom they were
nominated, have a right tc be appointed
(orto have someone else appceinted) as a
proxy for the AGM. If a Nominated Person
has no such proxy appointment right or
does not wish to exercise it, they may,
under any such agreement, have a right
to give instructions to the shareholder
asto the exercise of voting rights.

9. The statement of the rights of
shareholders in relation to the
appointment of proxiesin paragraphs
2 to 7 does net apply to Nominated
Persons. The rights described inthese
paragraphs can only be exercised by
shareholders of the Company.

10. Neminated Persons are reminded that
they should contact the registered holder
of their shares (and not the Company) on
matters relating to their investmentsin
the Company.

11. To be entitled to join the meeting,
submit guestions and vote (and for the
purpose of the determination by the
Company of the vates they may cast),
shareholders must be entered on the
Reqister of Members of the Company

by 6.30pm on Friday 2 July 2021 {or, inthe
event of any adjournment, 6.30pm on the
date whichis two working days prior to
the adjourned meeting). Changes to the
Register of Members after the relevant
dgeadline shall be disregarded in
determining the rights of any person

to join, submit guestions and vote at

the meeting.

12. The following documents are available
forinspection at an agreed time at the
Company's registered office: Waterside
House, 35 North Wharf Road, London

W2 INW. Email company.secretary@
marks-and-spencer.com during

normal business hours on any weekday
(excluding public holidays).

(i} Copiesof the executive directors’
service contracts,

(i) Copies of the non-executive directors’
letters of appcintment.

(iii} Copies of the directors’ Deeds

of Indemnity.

(iv) A copy of the current Articles of
Association of the Cempany, marked
to show the changes proposed by
resolution 24, together with a copy of
the proposed new Articles of

Association of the Company.

(v} Thedraft share purchase agreement
inrelation to the Company's of f-
market purchase of the Deferred
Shares whichis proposed to be
executed by the Company and a
person nominated by the Company
to act on behalf of the Company’s
shareholders (in accordance with
the terms cf the Deferred Sharesin
resclution 16 and the Company’s
authority to purchase the Deferred
Shares in resolution 22, each
such resolution as proposed
to shareholders).

Copies of these documents will also be
available at the AGM upon reguest, from
9.30am onthe morning of the AGM until
the meeting's conclusion.

13.Shareholders are advised that,

unless otherwise specified, the telephone
numbers, website and email addresses
set out in this Notice or proxy forms are
not to be used for the purpose of serving
informaticn or documents on the
Company, including the service of
documents or information relating to
proceedings at the Company’s AGM.

Annual Report & Financial Statements 2021 205



NOTES CONTINUED

14. As at 25 May 2021 (the latest
practicable date before the publication of
this Notice), the Company’sissued share
capital consists of 1956,527,593 ordinary
shares carrying one vote each. No shares
are held in treasury. Therefore, the total
voting rights in the Company as at 2% May
2021 are1,956,527.593.

15. CREST members who wish to appoint

a proxy or proxies through the CREST
electronic proxy appointment service may
do so for the AGM and any adjournment
thereof by using the procedures described
in the CREST manual. CREST personal
members or other CREST-sponsored
members, and those CREST members who
have appainted a service provider, should
refer to their CREST sponsor or voting
service provider, who will be able to take
the appropriate action on their behatf.

16. For a proxy appointrent or instruction
made using the CREST service to be

valid, the appropriate CREST message

{a “CREST proxy instruction”ymust be
properly authenticated in accordance
with Euroclear UK &lreland Limited's
specifications and must contain the
information required for suchiinstruction,
as described in the CREST manual
(available via euroclear.com). The
message, regardiess of whether it
constitutes the appointment of a proxy or
is an amendrnent to the instruction given
to a previously appointed proxy must, in
ordertobe valid, be transmitted soasto
be received by Equiniti (ID RAI) by Tlam
on Friday 2 July 2021, For this purpose, the
time of recempt will be taken to be the time
(as determined by the time stamp applied
to the message by the CREST Application
Host) from which Equiniti is able to retrieve
the message by enquiry to CREST in the
manner prescribed by CREST. After this
time, any change of instructions to proxies
appointed through CREST should be
communicated to the appointee through
other means,

206 Marksand Spencer Group ple

17. CREST members and, where applicable,
thefr CREST sponsors, or voting service
nroviders should note that Euroclear UK &
Ireland Lirited does not make available
special procedures in CREST for any
particular message. Normal system
timings and umitations will, therefore,
apply in relation to the input of CREST
proxy instructions. tis the responsibility
of the CREST member concerned to take
{or,if the CREST member is a CREST
personal member, or sponsored member,
or has appointed a voting service provider,
to pracure that thewr CREST sponsor or
voting service provider(s) take(s)) such
action as shall be necessary to ensure that
amessage is transmitted by means of the
CREST system by any particular time.

{n this connection, CREST members and,
where applicable, their CREST sponsors or
voting system providers are reéferred in
particular to those sections of the CREST
manual concerning practical limitations
of the CREST system and timings.

18. The Company may treat as invalid

a CREST proxy instruction in the
circumstances set out in Regulation
35(5)(a) of the Uncertificated Securities
Regulations 2001.

19. If you are aninstitutional investor,

you may be able to appoint a proxy
electronically via the Proxymity platform,

a process which has been agreed by the
Company and approved by the Registrar,
For further information regarding
Proxymity, please go to www.proxymity.io.
Your proxy must be lodged by Nam cn
Friday 2 July 2021 in order to be cansidered
valid. Before you can appoint a proxy via
this process you will need to have agreed
fo Proxyrmity’s associated terms and
conditions. It isimportant that you read
these carefully as you will be bound by
them and they will govern the electronic
appointment of your proxy.

20, Any corporation that s a member
can appoint one or more corpaorate
representatives who may exercise on
its behalf all of its powers as a member,
provided that they donot dosoin
relation to the same shares.

21.Under Section 527 of the Companies
Act 2006, members meeting the
threshold reguirements set outin that
section have the right to require the
Company to publish on a website a
staternent setting out any matter
relating to;

{i) theaudit of the Company's accounts
(including the auditor's report and
the conduct of the audit) that are to
be laid befare the AGM; or

(il any circumstance connected with
an auditor of the Company ceasing
to hold office since the previous
meeting at which annual accounts
and reports were Laid in accordance
with Section 437 of the Companies
Act 2006,

The Company may not require the
shareholders requesting any such website
publication to pay its expensesin
complying with Sections 527 or 528 of the
Cornpanies Act 2006. Where the Company
1srequired to place a statementona
website under Section 527 of the
Companies Act 2006, it must forward the
statement to the Company's auditor no
later than the time when it makes the
staterment avarlable on the website. The
business that may be dealt with at the
ACM includes any statement that the
Company has been required to publish on
awebsite under Section 527 of the
Companies Act 2006.

22. Any member jaining the meeting has
the right to ask guestions, The Company
must cause to be answered any such
guestion relating to the business being
dealt with at the meeting but no such
answer need be given if:

(i} todosowouldinterfere unduty
with the preperation for the meeting
or invoive the disclosure of
confidentialinformation;

(i) theanswer has already been given
on a website in the form of an answer
to a guestion; or

(i) itisundesirable in the interests
of the Company or the good order
of the meeting that the guestian
he answered.

23, A copy of this Notice, and other
information required by Section 31A of
the Companies Act 2006, can be found at
marksandspencer.com/thecompany

24, Please see the letter dated 25 May 20621
frorm the General Counseland Company
Secretary an pages 197 to 201 for further
explanatory notes




INFORMATION FOR THE DAY

TIMINGS

LOGGING IN

VOTING

Date:  Wednesday 2 June 2021

9.00am Registration opens for
vote casting and questicn
submission in advance of
the meeting.

Date:  Friday 2 July 2021

11.00am Opportunity to submit
votes and questicns
in advance of the
meeting closes.

Date:  Tuesday 6 July 2021

9.30am Cnline meeting
opens and question
submission reopens.

11.00am ACM beginsand you will
be able to vote once the
Chairman declares the
noil open.

1.00pm AGM closes. The results of

approx. the pollwill bereleasedto
the London Stock
Exchange once collated.

PHYSICAL ATTENDANCE .

Following the success of last year's
ACM, this year's meeting will once
again be fully digitally enabled.
Shareholders are advised not to
travel to the venue onthe day.
Pleaserefer to the following
information and the user guides
provided on pages 208 and 20% for
details of how to join and participate
inthe meeting electronically.

ELECTRONIC

PARTICIPATION

Shareholders are encouraged to
view and participate inthe 2021 AGM
electronically. This can be done

by accessing the AGM website:
https://weblumiagm.com

ACCESSING THE
AGM WEBSITE :

Lumi AGM can be accessed online
using mast well-known internet
browsers such as Internet Explorer
{version 1), Chrome, Firefox and
Safariona PC, laptep or internet-
enabled device such as a tablet or
smartphone. If you wish to access
the ACM using this method, please
go to https:/fweb.lumiagm.com cn
the day.

On accessing the AGM website you will
be asked to enter a 'Meeting ID’, which
is 151-557-065. You will then be
prompted to enter your Shareholder
Reference Number and PIN. These can
be found printed on your Notice of
Availability or Voting Card sent to you
by post. Access to the AGM websile Lo
vote and submit guestions in advance
will be available from Sam on 2 June
2021 until lam on 2 July 2021. Access
to the AGM website will reopento
participate on the day from 9.30am

on 6 July 2021,

You are able to submit guestions live
during the meeting on the Lumi
website by clicking on the message
feature. You can also submit questions
in advance via Lumi and Shareview -
step-by-step guides to voting and
guestion submission is on pages 208
and 209.

Asnoted in the Company Secretary’s
letter on pages 197 to 198 of this Notice,
Kamal Ahmad will be posing your
guestions to the Board during the
meeting. If you would like to ask your
question in person though, you can
submit your recorded video question
by email to AGMguestionsubmission@
marks-and-spencer.com, to be
received by no later than 5pm on Friday
2 July 2021. Please ensure that your
guestion recording lasts no longer than
one minute, so that we can hear from as
many shareholders as possible. By
submitting a video question, you
consent to your video being played
during the ACM broadcast; please note
that the AGM recording will be made
publicly available on our corporate
website after the meeting.

QUESTIONS

Shareholder guestions and answers will
be published on the corporate website
as soon as practicable after the
meeting. As with the ACM live
broadcast, where we receive a number
of guestions covering the same topic,
we will publish summarised questions
and answers addressing as many
questions received as possible.

If you're voting live during the

meeting, the voting options will
appear on the screen after the
resolutions have been proposed.
Press or click the opticon that
corresponds with the way in which
you wish to vote: "For”, "Against” or
“Withheld". Once you have selected
your cheice, you will see amessage
on your screen confirming that your
vote has been received for each of
the resolutions. Thereis no final
submit button. If you make a
rmistake or wish to change your
voting instruction, simply press

ar click the correct choice for that
resolution untilthe poltis closed.

If you wish to cancel your “live”
vote, press "Cancel”.

Please note that an active internet
connection is required in order to
successfully cast your vote when

the Chairman commences polling
on the resolutions. It is your
responsibility to ensure connectivity
for the duration of the meeting.

Advance voting is also available
from 2 June 2021, and details on the
different methods for votingin
advance are set out in the Company
Secretary’s letter on pages 197 to 198
of this Notice.

Step-by-step guides to voting in
advance via the Lumiand Sharaview
websites, as well as live on the day,

are on pages 208 to 209.

If you are a duly appointed proxy or
corporate representative, please
contact the Company’s registrar,
Equiniti, before lam on Monday 5
July 20210 0345 609 0810, or
+44121 415 7071if you are calling
frorm outside the UK, for your unique
username and password to join the
meeting. Please ensure a valid proxy
appecintment has been made by no
later than the voting deadline
detailed on page 197.

PROXIES & CORPORATE
REPRESENTATIVES

Lines are open 8.30am to 5.30pm
Monday to Friday (excluding public
holidays in England & Wales).
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ONLINEUSERGCUIDETOTHE ELECTRCNIC 2021 ANNUAL GENERAL MEETING

LUMI AGM PLATFORM GUIDE:BEFORE THE AGM

Coto https://web.lumiagm.com where you
will be prompled to enter the Meeting 1D

151-657-065

To vote, select your vating direction from the
options shown on screen. To change your mind,
simply select a different option

Note: Proxy voting will close at 11am on Friday 2

After entering the Meeting 1D, you will be
prompted to entar your Shareholder Reference
Number and PIN, both of which can befound in
your Notice of Availability

A confirmation message will appear to show
your vote has been received alter each motion

There is no final submit button

When successfully authenticated, shareholders
will be taken tothe Information Page. To cast &
proxy vote, selecl the voting icon at the top of
the screen. The resolutions and voting choices

will be displayed.

During the proxy voling period, shareholders
can submit a guestion by typing it into the
message feature

LUMI AGM PLATFORM GUIDE: ON THE DAY

July 2021

The AGM will commence at lam on Tuesday 6
July 2021 It can be accessed through the same
platform. https:/fweb. lumiagm.com. You will
be promptedtore-enter the Meeting ID
(151-557-065), followed by your Shareholder
Reference Number and PIN All of these detai(s
can be found in your Notice of Availability.

For each resolution, press the choice
corresponding with the way in which you
wish to vote When selected, a confirmation
message will appear

208 Marksand SpencerCroupplc

The meeting presentation will begin at the
start of the AGM, when the Broadcast Panel will
autormatically appear at the side of the screen.
Youcan expand and minimise the screen

by pressing the Broadcast arrow at the top

of the page

Tochange your mind, sirmply press the correct
chaoice which witl override your previous
selection To cancel your vote, press Cancel

When the Chairrman declares the pollopen,
a list of all resolutions and voting choices
will appear on your device Scroll through
the list to view all resolutians

If you would ke to ask a question, select the
messaging icon Type your message within
the chat box at the bottom of the messaging
screen. Click the send button to submit.



MARKS AND SPENCER GROUPPLC

SHAREVIEW AGM

GUIDE

REGISTERING FOR SHAREVIEW

Navigale to the following URL:
https://www.shareview.co.uk
Youwill be presented with the
above home screen. Please select
the “Register” buttonin

thetop right hand corner.

Then select the “Open Portfolio
Account™button.

Youwill then be presented with
the above screen

Please complete all fields, then
select “Set Up Your Account™
Your shareholder reference
number will be included on
your Notice of Availability.

To continue with your account
set-up, please complete all fields
including the security questions,

You have now successfully
registered for a Shareview
portfolio. To activale your account,
enter the activation code sent on
the Notice of availability and
select the “Activate” button.

VOTING AND SUBMITTING A QUESTION

Note: Votes can only be submitted in advance. You will not be able to vote live on the day via Shareview.

Cnce you have activated your

account, you will be directedtothe

"Welcome Page” Youcan select
the option to submit a proxy vote,
under the "Vote Online” section

Proxy voting and the option

to submit questions via
Shareview will close at 11lam

on Friday 2 July 2021, Voting via
Shareview will not be available
on the day of the meeting.

You can atso select the option
to “Vote online” from the
“My Investments” page.

Once you have selecled the option
to *Vote Online”, you wili then be
presented with the following
voting page.

To submit a question, click the link
at the top of the page before
submitting your vote, When
submitting a question, please
include your full name details in
the subject line.

In order te submit your vote for
each resolution, press the choice
corresponding with the way in
which youwish to vote Once you
have completed this section,
please select “Go”

You have now succaessfully
submitted your vote.
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SHAREHOLDER INFORMATION

ANALYSIS OF SHARE REGISTER

Ordinary shares

As at 3 April 2021, the Company had 145,209 registered holders of ordinary shares, Their shareholdings are analysed below. It should
be noted that many of our private investors hold their shares through nominee companies; therefore the actual number of shares held
privately will be higher than indicated below.

Percentage Number of Percemage
Number of of total ordnary of 1ssued
Range of sharehalding shareholders shareholders shares sharecaptal
1-500 76,000 5234 14082267 072
501-1,000 26,905 18.53 20,073,834 1.03
1,001-2,000 21,422 14.75 30,584,827 1.56
2,001-5,000 14,816 10.20 45,224 700 2.31
5,001-10,000 3,879 267 26,611,056 1.36
10,001-100,000 1746 1.20 38,645,166 197
100,001-1,000,000 269 019 105,190,412 538
1,000,001-Highest 172 012 1,676,101,329 8567
Total 145,209 100 1,956,513,591 100
Porcenlage Number of Percentage
Numper of of totat ordinary of 1ssued
Category of shareholder sharenolders shareholders shares sharecapital
Private 141,744 8762 161,043,698 823
Institutional and corporate 3,465 238  1,795469,893 9177
Total 145,209 160 1,956,513,591 100
USEFUL CONTACTS
Marks and Spencer Croup plc Registrar/shareholder queries Additional documents
Registered Office Equiniti Limited, Aspect House, Aninteractive version of our
Waterside House Spencer Road, Lancing, West Sussex Annual Repoartis available online at
35 North Wharf Road BN99 6DA, United Kingdom marksandspencer.com/
London W2 INW Telephone 0345 602 0810 and cutside annualreport2021
Tele_phome +44(0)2079354422 the UK +44 (0021415 7071 Additionally, the Annual Report
Registered in England and Wates . . - . :
(No. 4256886) Online: help-shareview.co.uk (which contains the Strategic Report}
' (from here, you will e able to securely is available for download in pdf fermat
General queries email Eguiniti with your enguiry}. at marksandspencer.com/
Customer queries: 0333 014 8555 Students annualreport202
Shareholder queries: 0345603 0810 Please note, students are advised to General Counseland
Or ernail; source information frorm our website. Company Secretary
chairman@marks-and-spencer.com Nick Folland
2020/21 FINANCIAL CALENDAR AND KEY DATES
6 July 2021 Annual General Meeting (11arm)
10 November 2021 Results, Half Year!
13 January 2022° Results, Quarter 3 Trading Update’

t Thosewnohave registered for electromic commun cation or news alerts at marksandspencer.com/thecompany w il receve notificatior by errail when this 1z available

* Provisional dates
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SHAREHOLDER INFORMATION CONTINUED

SHAREHOLDER QUERIES

DIVIDENDS

The Company's share register is
maintained by our Registrar, Equiniti.
Shareholders with queries relating te
their shareholding should contact Equiniti
directly using one of the methods listed
on page 210. For more general queries,
shareholders should consult the Investors
section of our corporate website.

MANAGING YOUR SHARES ONLINE

Shareholders can manage their holdings
online by registering with Shareview,
asecure online platform provided by
Equiniti. Registration is a straightferward
process and allows shareholders to:

- Sign up for electronic shareholder
communications.

— Recewve trading updates and other
electronic-only broadcasts by the
Company viaemail.

~ View all of their shareholdingsin
oneplace.

— Update their records following a
change of address.

— Have dividends paid into their
bank account.

— Vote in advance of Company
general meetings.

M&S encourages shareholders to sign

up for electronic communications
("e-comms’) as the Company has found
this creates amore engaged shareholder
base. For example, following the move
from paper to e-cormmes asa method

of soliciting Shareholder Panel

member interest, we have received

217 enquiries from those registered for
digital communication compared to

26 paper-based enqguiries. Thisis just

one of the most recent examples that
supports cur approach of encouraging
shareholders to manage their shares

and engage with the Company digitally.
The reductionin printing costs and paper
usage alsc makes a valuable contribution
to our Plan A commitments.

Te find out more information about the
services offered by Shareview and to
register, please visit shareview.co.uk.

Further to the announcerments made

by the Company on 20 March 2620 and
again on 28 April 2020, the Board will not
be making a final dividend payment for
the 2020/21 financial year.

DUPLICATE DOCUMENTS

Many shareholders have more than
ane account on the Share Register and
receive duplicate documentation from
us as a result. If you fall inte this group,
please contact Equiniti to combine
your accounts.

SHAREGIFT

If you have a very small shareholding

that is uneconomical to sell, you may
want to consider donating it to ShareGift
(Registered charity no. 1052686), a charity
that specialises in the donation of

small, unwanted shareholdings to

good causes. You can find out more

by visiting sharegift.org or by calling

+44 (0)207 930 3737

SHAREHOLDER SECURITY

Anincreasing nurmber of shareholders
have been contactingus to report
unsolicited and suspicious phone calls
received from purported “brokers” who
offer to buy their shares at a price far in
excess of their market value. [tis unlikely
that firms authorised by the Financiat
Conduct Authority (FCA)will contact you
with offers like this. As such, we believe
these calls are part of a scam, commeanly
referred to as a “boiler room”. The callers
obtain your details from publicly available
sources of information, including the
Company's Share Register, and can be
extremely persistent and persuasive.

Sharehoelders are cautioned to be very
wary of any unsolicited advice, offers to
buy shares at a discount, sell your shares
at a premium or requests toc complete
confidentiality agreements with the
callers. Remember, if it sounds too good
to be true, it probably is!

More detailed information and guidance
is available on our corporate website.

We also encourage shareholders to read
the FCA's guidance on how to avoid scams
at fca.org.uk/consumers/protect-
yourself-scams. An overview of current
commaon scams is avaitable on the Action
Fraud website actionfraud.police.uk.

AGM

This year's AGM will be held and broadcast
from Waterside House on 6 July 2021.
The meeting will start at 1lam.

Following the success of the 2020

digital AGM, the 2021 AGM will again

be broadcast online from Watersice
House. We strongly encourage
shareholders to participate inthe

meeting electronically by accessing

the ACM website, https://weblumiagm.
com. Further details can be found on page
207 of the Notice of Meeting and in the
user guides on pages 208 and 209.

The meeting will also be available to view
online after the event at
marksandspencer.com/thecompany.

M&S reserves the right to retain and use
footage or stills for any purpose, including
Annual Reports, marketing materials and
other publications.
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