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ATAGLANCE

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 a family of businesses, selling high-quality, great-value
own-brand products in the 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 nearty 30 million custorners 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 pandermic, through our Never the Same Again programme,
we have accelerated our transformation and forged a reshaped business

£9.0bn"”

Group revenye

(9. 8)p(19/20-. 1.3p)

Basic loss pershare

No dividend paid for 20/21

Cover

Cur colleagues,
including Vicky in

aur York Vangarde
store, seen here with

aur new Farmity Dine In
offer, went above and
beyand this year to
serve our customers and
local cormmunities

aswe emerge from the crisis.

GROUP OVERVIEW

£(201 ] 2)m(19/zo; £67.2m)

Croup loss before tax

£41.6m™"

. Profit before taxand
adjusting items

£1.11bn ™"

‘ Net debt excluding lease liabilities

1 .1p (19/20:16.7p)

. Adjusted earnings per share

Alternative performance measures

50-5% (19/20: 22.5%)

Percentage of UK Clothing
& Home sales online

67% (19/20: 63%}

Food: Value for maney perception

81(19/20: 68)

Stores: Net promoter score’

51(19/20: 57)

M&S.com: Net promoter score'

The report provides alternative performance rmeasures "/APMs™) which are not defined or specified
under the requirements of International Financial Reporting Standards as adopted by the EU.

We belleve these APMs provide readers with important additionat information ph our business,

We have included a glossary on pages 191to 195 which provides a comprehensive List of the APMs
that we use, including an explanation of how they are calculated, why we use them and how they

canbereconciled to a statutory measure where relevant

53 week year

This year we are reporting statutory results on the 53 weeks to 3rd Apnil 2021, In order to provide
a meaningful comparison with last year's 52 week periad financial information above has been
presented on a 52 week basis Statutory results: Croup revenue: £9,155 7m, Loss before tax;

£{209 4)m, Basic loss per share. (10 1)p.

1 Netpromoter score (NPS) equals percentage of ‘promoters’ m nusthe percentage
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Accessto more detailed
and interactive content

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

Reduces our carbon footprint
and saves paper

Independent auditor's report

Join our Digital First community

and sign up for online communications
only, in time for next year's report.

it's much less fuss, much more
interactive and you'll be helping

M&S to reduceitsimpact on

our environment.

To register, visit shareview.co.uk,

a secure platform provided by

our Registrar, Equiniti. From the heme
page, simply click "Portfolio”, followed
by "Open Portfolio Account”, and follow
the on-screen instructions. You will need
your shareholder reference number

and activation code to register; these
have been posted to you inthis year’s
Notice of Availability.
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STRATEGIC REPORT

LETTER

For all of our businesses we believe
; we witl 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
whichwas developed
with Great Ormond
Street Hospital for
children aged 4-10,

is a key part of our
Faod strategy.
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Dear shareholder,

Inthe 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 our floor
space has been closed and even in Food
large parts of the business have been
unable to trade. As a resuit, financiatly 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
inthe market that were previously
proceading inthe slow lane. In many areas,
it has been a case of “five years inone™

The drarnatic increase in the move to
anling, including in food, the shift to
“informal”in clothing demand, the use

of technology to connect colleagues,
suppliers and customers, 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
more costly to trade our businessesinthe
ELand Northern iretand. For custormers,
competitors and suppliers, the landscape
has changed forever.

For a business like M&S in the third year of
a gargantuan transforrmation programme,
still wrestling with an old slow culture and
only halfway through profound change,
this posed a huge additicnal challenge.
Early on, therefore, we launched our
“Mever the Same Again” prograrmme to
recognise that things would never go back
to 'normal” and it was tirne to change for
good. We were and are determined to
embrace the changes and get ahead

of them.

CHAIRMAN'’S

Probably the most profound acceleration
strategy in the year has been the
substantiat shift to ontine and digital.

In September, M&S Food and a selection of
clothing basics successfully launched on
the Ocado platform through cur partners.
In November, we announced the creation
of MS2, ouwr integrated Clothing & Home
online and data business. We have as a
result pivoted towards onling in both sales
and management organisation to become
abusiness selling through mulbiple
channels, The next stage will be to create
a seamless single face to the customer to
became “omni-channel”.

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

turn enabled a significant reduction in the
numbers of colleagues. As aresult, some
8,000 cotleagues teft the business, mostly
through voluntary redundancy, in 2020.

Far all of our businesses, we believe we will
comaé aut of the pandemic year not just
changed but stronger, and we look
forward to aresumption of full trading
across the estate. 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 te Covid-19, coped well with
the headwinds caused by lockdowns, the
closure of travel locations and hospitality,
and the shift to scratch cooking.



Some pecple have commented that our
transformation seems “perpetual”and
lunderstand why they say that, but we are
addressing decades of torpitude at a time
when the world is moving on at an ever
faster pace. One of our values is “talking
straight” and we are a long, long way from
declaring victory. There is more tc do

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

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

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

Keepening

Asretail across

the UK reopened,

we concentrated on
helping custorners
lcok ahead to brighter
days and highlighled
our flexible, easy
shopping experience.

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

Renewed CEH

Foreveryone inour business and all our
shareholders, this year has been a year like
nc other. But we are emerging stronger,
leaner and fitter. It has brought out the
bestinthe M&S family of colieagues,
suppliers and customers. Many colleagues
have had to change role to put all hands to
the pump. Others have been furloughed
and come backin good heart. And some
have lost colleagues or family members
from the pandemic. It has truly been a yvear
of “allinit together” and we thank them all.

As ever,

Archie Norman, Chairman

Focusing on contermporary design
and customer relevancy in the wake

' of the pandemic has underpinned
P’ D’AM&t Eﬂg’l/n& our reshaped Clothing business.
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We are taking the right
actionsandamore
resilient, reshaped
M&Sis 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 lockdownin the UK.
However, it also reflects an acceleration

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

A RESILIENT FINANCIAL
PERFORMANCE IN AYEAR
QF DISRUPTION

The Group 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.

Disciptined 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 on werking capital resulted in
net debt, excluding lease liabilities down
£278.6m to £1.11on and streng Liguidity.
We are grateful for total government
support of £206 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% adiusting
for the closure of hospitatity and the
adverseimpact on franchise sales.
Operating profit before adjusting items
of £213.6m (19/20: £ 236.7m) reflected the
negative effects of product mixand

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

04  Marksand Spencer Group plc

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

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

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

The Food business incurred extra costs to
support customer and colleague safety of
£49.4m 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 rmost secure stores in the industry.
In addition £9.9m of costs were incurred as
a resuit of Brexit which are set out in more
detallinthe Financial Review.

Exceptional Ocade Retail contribution
toresults

Ocado Retail delivered 43 7% revenue
growth over the 52 weeks ended

28 February 2021 and contributed
ashare of netincome of £78.4m.

This has been an exceptional period

for grocery online and Ocado Retail
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 overall

resultincluded the Group’s share of

insurancereceipts related to business '
interruption at the Andover customer

fulfilment centre ("CFC").

The well planned switchover went smoothly
as we took M&S Food anline for the first time,
with an averall positive customer response
and the M&S share of basket exceeded the
Waitrose level prior 1o switchover,

Accelerated Online growth of 53.9%

partially offsetting store decline of

56.2% in Clothing & Home

The averall Clothing & Home result for the

year was heavily impacted by lockdowns, '
ongoing social distancing, steep decline in

formal and occasionwear, the location of

many of our stares in towns and shopping

centres, and the priority to clear stock.

Aswe implemented MS2 and took multiple
steps toimprove online operating
performance, we were able to capitalise on
the change in customer shopping patterns
and saw a progressive increase inonline sales
through the year Thiswas aresult of strong
traffic, active customer growth, improving
frequency and lower returns. The business
had a good service and Fulfillment
performance supported by previous
mvestment in the Castle Donington
distribution centre and substantial expansion
of our fulfillment from store capability.

Asreported for Food, stores in high streets,
shopping centres and city centres created
an extra drag on sales performance, with
these channels representing ¢.70% of prior
year store sales.

Within categories, casual clothing,

kids and horme outperformed but not
sufficiently to offset the adverse sales
mix in categories such as formal clathing
and holiday. As a result total revenue
declhined 31.5%.

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

in store. Qverall, online had strong
profitability, with an operating margin of
c.}4%, for the year. Conversely, the
operating loss in stores represented a



margin on sales of ¢.(26)%. Stringent action
to reduce 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 asa

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 £E45.1m reflectsin large part the lower
Clothing & Home sales.

The Internaticnal business incurred
Brexit-related costs of £6.2min the year.

Relaunched Sparks loyalty scheme and
M&S Bank customer offer

We relaunched the Sparks loyalty scheme
in July, shifting from a points-based plan
which was delivered through a physical
card to a more customer friendly digital
experience. Since relaunch total
membership has grown toc over 10m
customers. Alongside Sparks we are
repositioning M&S Bank, closing down
branches and moving away from traditional
panking 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, including new
terms with suppliers, adjustment tc
arrangements with landlerds, reduced
discretionary costs, careful management
of capital and government support.

During the period, the business
strengthened its overall liquidity 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
£258.7m for the 53 week period. Significant
chargesinclude £133 7mrelating tc the
costs of organisational change, including
the restructuring of operations
announced in the sumrer of 2020 and
inthe Repubtic of Ireland. We have also
provided £95.3m for accelerated
depreciaticn and impairment as we
increase rotation of the estate, to address
the drag of legacy stores unsuitable for
maodern trading or in declining locations.
A charge of £799m has been recognised
for intangible asset impairments, offset
by a £90.8m gain largely relating to the
release of a portion of the Covid-19
inventory provisicn made in the prior year.

A RESHAPED M8S EMERGING FROM
THE PANDEMIC PERIOD

Qver the past three years, the cbjective of
the transformation has been to restore
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
rmarket trends, providing an opportunity
to bring forward the transformation to
emerge as a reshaped 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
and improved value perception led by the
expansion of “Remarksable Value™ lines.
Crowthis supported by significant cost
reduction, including synergies from
growth on Ocado, systems upgrades to
reduce waste and the Vangarde supply
chain pregramme, which s delivering
better availability.

- Transition to M&S product on Ocado
Retail completed: Penetration of M&S
lines on Ocado is consistently over 25%
of Ocado Retail sales, outperforming
Waitrose. The next stage is 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 preduct
engine providing a more contempaorary,
focused M&S range. Inaddition we are
beginning to partner with a curated
range of guest brands. This helps us
build strength in hero 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 MS2 has brought
together the data and online teams to
orioritise online trading and growth while
leveraging our store estate more
effectively. M52 draws on the data engine
and therelaunched Sparks loyalty
scheme, which has grown to over 10m
members enabling a mare personalised
relaticnship with customers.

- Accelerating rotation of the store
estate: The drag on performance of
the iegacy estate hasbeen exacerbated
by Cowvid-19, bringing forward the
decline of some locations but also
creating opportunities for rotation. We
are increasing the speed of change Lo
create a group of well-invested full line
storesin ¢.180 prime and core markets.
The costs of the rotation programme
will be largely funded by the release of
cash frem the devetopment of freehold
and long leasehold sites.

- An International business focused
on major partnerships and online:
Online sales doubled in 202C/21and
we are now investing in increasingly
localised fulfilment, expanding our

presence on marketplaces such as
Zalando and the taunch of websites
including in a further 46 markets
announced in March. Digital trading
improvemnents, partner store
modernisation and supply chain
developmentare positioning the
business for rapid recovery as lockdowns
end, Following Brexit, the business is
reconfiguring trading with its EU
businesses toreflect the chaltlenges
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 Foed is
in strong growth although hospitality and
franchise remain adversely affected, with
Clothing & Home sales growing since
reopening and online remaining robust.

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

Drivimg app growth

With store restrictions in ptace, we
made sure M&S was at our customers’
fingertips through our app. Knowing
app shoppers are among our most
engaged and valuable customers,
Sparks was relaunched insummer as a
Digital First loyalty programme, fully
incorporatedinto our app. New digital
servicesimproved the app further -
from Sparks Book & Shop - allowing
custorners to reserve a shopping slot
at atime that suits them -to our Scan &
Shop checkout-free payment service,
enabling them to shop direct from their
mobile. In 2020 downloads increased
by over 150% on the previous year and
in the Autumn the M&S app topped the
Apple download charts following the
Sparks relaunch.

Annual Report & Financial Statements 2021 05



CHIEFEXECUTIVE’S STATEMENT CONTINUED

respect to its economics. The business
also continues to face headwinds with
ongoing disruption invarious 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. Our scenario does
not assume further lockdowns.

In this central case UK costs normalise to
levels broadly consistent with 2016/20
underpinned by the benefit of the
restructuring announced last year, which will
largely offset an increase 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 ireland. This
includes additional supply chain costs at
Motherwell and Faversham depots, as well
as costs of 2 digital track and trace
platforrm, 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 inte the EU.

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

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

Capital investrment 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.

Qurcentralcasais therefore that we will
generate profit before tax and agjusting
items between £300-350m and our ambition
is for a further reduction in net debt.

A path to a transformed business in the
medium term

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

Food is delivering growth in core
categories with larger baskets and is now
positioned to expand furtherin
convenience, build sales through larger
renewed stores and progressively improve
profitability. In addition, Ocado Retaill 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
2019/2C levels. International has ambitious
plans to grow cnline sales, working with
partnersin key markets and in time to
offset the costs of Brexit.

Bringing the best tegetper

M&S and Ocado

1st September marked the beginning

of the transformational partnership
between M&S a2nd Ocado, as customers
were able to order their favourite M&S
products ontineg and have them delivered
as part of their weekly shop. The launch
has brought together 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
ME&S Food products were created for the
launch to offer customers a bigger,
better range at the same or aven better
value. Ocado Retail can currently reach
over 74% of British households and

is making significant investment tc
expand capacity, which willincrease

by c.50% over 18 months and much
further beyond

06  Marksand Spencer Group plc

Capital Allocation to prioritise

the transformation

The priority is to fund investment inthe
transformation and to rebuild balance
sheet metrics towards levels consistent
with investment grade. Qur approach
will prioritise building orni-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 abxove we are seeking to
fund the costs of rotation of the store
estate with the realisation of funds from
our asset management programme.

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

Inayear like no other we have delivered a
resilient trading performance, thanksin no
small part to the extraordinary efforts

of our colleagues. In additicn, by going
further and faster in our transforrnation
tirrough the Never the Same Again
programme, we moved beyond fixing the
basics to forge a reshaped M&S. With the
right tearn in place to accelerate change
inthe trading businessesand build a
trajectory for future growth, we now have
a clear 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 transformation is 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
acceleratedthe parts of our transformation necessary to increase our relevance
ina changed consumer landscape. As a result 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 5

| | |
A strong Asuccessful  Anomni-channel  Accelerated An
Food business transition to Clothing & rotationof the  International
positioned M&S product Home business  StoreEstate businessfocused
for growth on Ocado driven by a O o2 on major
0 10 Retail and re-shaped partnerships
growing productengine and online
capacity Qs O p22
O 4
STEP THREE
STEP TWO MAKING
M&S SPECIAL
STEP ONE SHAPING
FIXING THE FUTURE
THE BASICS
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MARKET CONTEXT

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

radical shifts inhow, where and what customers shopped.

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

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

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

In cantrast, 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
£131bn (Source; Kantar).

What customers bought

Theimpact of lockdowns led to marked shifLs in which categories custamers were buying into.
With tecal restrictions in place and more time spent at home, hospitality and our convenience
categornes such as Food on the move and prepared meals declined. Customers instead turned
toscralch cooking, and we saw increases Inour core categories such as meat, fish and poultry in
comparison tolast year, as well as grocery and househoid items, with this shift best illustrated in
the tables below. The adversely impacted categories together accounted for around a third of
prior year sales, We resel our ranges in slores to adapt to this and played to our evenls strengths
across Easter and Christmas during the year in order to maintain a relevant offer, helping to also
offset the loss of convenence trade.

¥ changeto19/20 % change to 19/20

Meat, fish, poultry, deli 13 Hospitalily -81
Produce & flowers 8 Foodonthe move -47
Beers, wines, spirits 25  Bakery -7
Crocery &househald 27  Preparedmeals -5
Frozen 36  Confectionery -4
Total 15 Total -26

Where customers shopped

Online continued to be the fastest growing channelin the market with 87% year on year growth
versus 5% decline in stores, as more customers turned to home deliveries as lockdowns came in
to force, resulting in declining footfall in stores particularly in city centres. Cur partnershipwith
Qcado launched M&S Food anline for the first time in September and positicnad the business
strongly for growth (as outlined in more detail on page 14)

CLOTHING & HOME

The clothing market declined

by 20.9% year on year for the

52 wegksto 4 April 202 to a

total value of £26.3bn (Source:
Kantar Worldpanel Fashion) as
customers restricted their
purchasing behaviours resulting in
the largest ever fallin the number
of products bought

during the year

(source: ONS).
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What customers bought

Cemand across categories was polarised as custormers 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 year iltustrated in Lthe tables below Categories in the right-hand table below accounted for
c 18% of prior year sales. Our Coodmove activewear range performed strongly off the back of
this and our recent shift to amore contemporary product offering across our ranges positions
the business well as more casual trends become established long term

% change to19/20 QOnline Stores % change to12/20 Qoline Stares
Casual £1 -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

Onbine saw a step change in growth by 56.1 percertage poirts to account for 58 9% share of
total clothing sales acrass 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 toimprove M&S com under our Never the Same Again
pragrarmme, alongside the launch of MS2 this year, helped us capture increased online demand
from customers with our reshaped business set to enable mare custorners to shop with ease
across all channels (as detailed on page 20)



BUSINESS MODEL

We operate a family of accountable businesses of Food, Ctothing & 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 million

custorners every year from across

the UK. Gur Food, Clothing & Home
and cther retail businesses are focused
on developing products and services to
rmake us more relevant, more often to our
customers and beyond, who we reach
through a channel network of 1509 stores
and online servicesin the UK and across
over 100 international markets.

OUR COLLEACUES

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
expertisein areas such as sourcing,
fitand product development.

M&S operates a family of parallel
businesses, eacl led by its own integrated
rmanagement team, with functional
accountability for their divisions, including
marketing, supply chain and finance.

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

THE GROUP

Our central team includes Croup
Finance, Corporate Covernance,
Strategy and support functions such as
Communications and Human Resources.
The Group supports the business as a
whole, setting direction of its growth
strategy, allocation of capital and
overseeing cost efficiencies.
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Food: M&5 Food sells sustainably
sourced products of exceptional
quality and value through five main
categories: protein, deliand dairy;
produce; ambient and in-store
bakery, meals, dessert and frozen;
hospitality and Food on the move

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

and Home.

International: M&S exports the best
of M&S Food and Clothing & Home
around the world in selected target
markets Customers purchase our
products through a networi of
mainly partner-led businesses or
through enline-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 expenence. M&S Energy
15 a compelitive Tully renewatsle
energy source provider (operated
by Octopus)

Property: We have an active
Property Development team to
maximise Lhe value of our property
assets throughinvestment and
development opportunities

OCADO

M&S holds a 50% investmentin

Ocado Retail, a relationship

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

MSs2

MS2 brings together cur data

and online teams to invert the

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

Annual Report & Financial $tatements 2021 09
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STRATEGIC REPORT

— FOOD —

Financial highlights

£213.6m™"

Operating profit before

Marks and Spencer Group ptc

£6.0bn °*

UK Food revenue

adjusting items

arkbel fresh

Our Fresh Market Update campaign
celebrated the efforts our Select Farm
partners — including Scottish salmon farmer
Sarah Last (pictured) - take Lo bring M&S
custorners 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 twoand a
half years to broaden the appeal of M&S
Food meant we entered the crisis with
mamentum, growing ahead of the market
and with the reshaping of the business
well under way. However, our strong
market position in convenience
categories and hospitality, and
substantial presence in 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
formats 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 cooking at home.

Inthe face of these Covid-19 headwinds,
M&S Food delivered a strang underlying
performance, with LFL growth of 6.9%
when adjusted for the closure of
hospitality and the adverse impact on our
travel franchise business. Qur operating
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 partin feeding
the nation throughout the pandemic.

The good uncerlying LFL growth was
delivered in the face of further additionat
headwinds, including the exposure to
office and shopping centre locations.
Unlike some competitors, M&S Food
reported sales do not benefit froma
direct online grocery presence, with
online sales of M&S product instead
repcrted through Ocade Retail.

The strong growth and exceptional
contribution made by Ocado Retailin
the first full year of our partnershipis
set out on page 14.

Vine-ing

Special event ranges offered
our custamers the chance to
celebrate in style while
staying at home QOur special
Valentine's Day Dine In
featured the Love Linguine
and heart-shaped Churros.

Theresilient performanceis a result

of the progress made against our
transformation plan during and prior
to the pandemic coupled with the
incredible efforts of our colleagues and
trusted supplier partners to respond
swiftly tc customers’ changing needs
and behaviours.
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As customers shifted away from
convenience, we dedicated more space
towards the core grocery products our
customers were now searching for,
resutting in sales increases on last year.
This acticn, 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 more accassible te
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.cominresponse to
sustained demand.

Trick or treads

Identifying apportunities and
trading hard in smaller events,
including Halloween,drove a
strong performance in our
Food business.

Like-for-like sales

Like-for-lLke sales performance improved
inthe face of Covid-19 headwinds.

+1.3%

1920 +19%
20/21] +1.3%

Availability

We continued our drive toimprove
avallability and reduce waste through
the Vangarde programme, designed
toimprove the running of our stores

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

. Thesefiqures arereported ona S2-week bas s

STRATEGIC KEY PERFORMANCE INDICATORS

Quality perception

The proportion of customers who rated

us highly on quality. Our food strategy of
“protect Lthe magic” includes maintaining the
quality our food products are famous for.

88%(19/20: 86%)

Value for money perception

The proporticn of customers who rated us
highly on value for money. Our relaunched
Remarksable range of trusted value,
high-guality products now accounts

for 10% of sales.

67% (19/20: 63%)

Annual Report & Financial Statements 2021 n



FOOD
CONTINUED

As customers celebrated events at home,
we played to cur strengths in special
occasions. We had a good Christmas and a
very strong Easter, which fell into the 53rd
week of the year. Alongside award-winning
great-value seasonalranges, we cffered
more relevant innovaticn —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 yearin stores.

As families spent more time together,

we provided more reasons to shop at M&S
with the relaunch of the popular Dine In,
including a famity of four offer for £15.
The new family offer is rotated with 2
different monthty theme, such as Italian,
providing a great platform to show

our new innovations and larger family
pack sizes.

Kemarksable
Value

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

with a promise to never compromise
our guality or sourcing standards.

Cur TV campaign aimed to shift the

dial on value perception, by reassuring
customers they can shop with us for
those everyday essentials found in

their fridge, freezer and cupboards -
showcasing products such as our sliced
bread with added fibre and vitamin D for
65p and RSPCA assured milk for 85p.
Cur Remarksable Value offer now
cansists of over 340 products and
accountsfar c10% of volumes.

12 Marks and Spencer Group plc

STRATEGIC REPORT

A RESHAPED M&S FOOD:
REPOSITIONED FOR GROWTH
WITHOCADO

The objective for Food s to ‘protect the
magic’ by investing in our unique focus
on own-brand innovation and fresh,
easy-to-cock food and growing through
larger, more inspirational stores while
modernising the cost base and supply
chain. With strong customer perceptions
onquality and a reputation for innovation
and trust, yet a small market share,

the business has a substantial

growth opportunity.

- Protecting the ‘magic’ of our
inhovation: The M&S Food range is
built on deep supplier relationships
and strong product knowledge to
drive a high level of innovation. Over
the past year, we created over 1,900
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 inncvation and
nutrition in areas such as plant-based
protein and sustainable packaging.

- Delivering better vatue: The aim for
M&S Focd is to be always great value,
with better quality and ingredient
content more than compensating for
any difference in price. We have
extended our pesition on trusted
value ted by the expanded range of
Remarksable Value staple lines at an
everyday low price (see below) This has
supported afurther improvement in
value 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 arcund 40. As an own-brand
retziler, 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 cperations, and
this is part of the test and learn pilot
process. These stores offer an increased
focus on produce, ambient, grocery and
frozen in an inspiring environment, The
initial trial stores outside Covid-affected
city centres grew sales 15% last year

- Moving to digital marketing and sales:
Food marketing has shifted focus in
the last twao years, away from
conventional promotional activity
towards high-impact brand-building
programmes and increased social
media engagement. This helps create a
new "shop window” to the brand, which
canreach new audiences. As aresult,
while we have reduced marketing spend
and promotional activity is down
substantially, the share of spend on
social media and digital marketing
increased by c.35% on the pricr year.
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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 salesin Food on the move
torecover cver time with further
opportunities for growth through new
channels to market. in addition, the M&S
café offer has now beenrefreshed and
simplified and this year willimplement
modern quick to serve menus, which are
lower touch to prepare.

Upgraded systems: High waste and

low avaitability in sorme instances reflect
a cumbersome and under-invested
suppty chain and high touch forecasting
and range management systems.

We are now COMMEeNCing 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 system,
improving the tailering of ranges

to store.

Rolling out supply chain
improvements: The Vangarde
programme 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
aresult ofimproved availability. We will
be rolling this out to the full estate over
the rest of this year.

- A newambient distribution centre:
To support growth of ambient ranges
and enable customersto do a fuller
shop, we made a further investment
in supply chain capacity, cpening a
depotin Milton Keynes. This enabled
growth of 13% in ambient sales over 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 tc help
rmitigate inflation and enable the
investment in trusted value. This
includes optimising volume with
strategic suppliers, reducing packaging
costs and re-specifying ingredients.

LOOK AHEAD

M&S Food is well positioned to recover
momentum, especially as the travel,
hospitality and the convenience sectors
begin te return. Gur commitment to
‘protect the magic and modernise the rest
- coupled with the accelerated actions
taken under the Never the Same Again
programme —mean M&S Food is 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 Ocado Retail
performed strongly. Higher than normal
basket size and a smoothed trading profile
across the week, together with reduced
marketing costs, delivered a strong
improvernent in profitability. The result
included insurance receipts related to
business interruption at the Andover
customer fulfilment centre (“CFC"}

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

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

Ocado Retail to create a “one business’
mentality, setting common operating
procedures and business plans, and
sharing talent. Ocado customers were
introduced to a bigger, better range at
even better value as M&S matched and
improved on the approximatety 4,000
Waitrose products with an extended range
of M&S products (see opposite). Over
6,000 M&S Food lines and over 800
Clothing & Home lines launched on

1st September 2020 - including school
uniform and other quality staptes.

The customer response has been positive
and M&S ranges consistently account for
over ¢.25% of the average Ocado basket
and around half of Ccado fresh category
sales. The most popular products reflect
our investment in everyday value and
broader range, with our Remarksable
Value range staples like super soft brezd
and British semi-skimmed milk topping
custormers shopping lists.

The partnership supports our cost saving
programme and the increased volumes
sold through the Ccado switchover,
generating over £20m of synergies

inthe year.



OCADOQ RETAIL BRINGING
MULTI-CHANNEL TO M&S FOOD

The investment in 50% of Ocado Retail
Limited ("ORL"), ccmbined 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
venture partners.

We have begun to explaore oppoertunities
for further coliaboration across new
product development, data and

joint sourcing.

Over 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 will also open two larger
CFCsin Purfleet and Andover later inthe
year. These CFCs alone will provide an
eventual 40% increase in sales capacity
at futl utilisation.

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

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

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

We have a strong programme of capacity
growth at Ccado Retail although we
expect some normalisation of shape of
week with respect to its economics.
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Inaddition, Ocado Retail has already
announced plans which will increase peak
day capacity and has a structurally
profitable long-term model for growth.

M&S and Ocado: Bringing the best together

Last summer, we officially White the launch marked the As more families shop for
welcomed Ocado into the beginning of cur long term M&S products online and
M&S family. Our aim was to partnership, it was also reappraise our range, they
create the UK's best online an opportunity to show will find that delicious, great
grocer by bringing the best customers the full range of guality M&S Food costs less
together: Ocado’s market M&S products so they can than they think.
leading service with our see that we are serious about
delicious quality food range. value whilst still maintaining

our high standards.

Exceptional growth

Penetration of M&S products on Ocado

Revenue growth over the 52 weeks ended 28 February 2021

43.7%

Share of net income

£78.4m

30%

34%

30%

28%

26%

24%

Sept Oct Nov Dec Jan Feb Mar
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STRATEGIC REPORT

CLOTHING
& HOME

PERFORMANCE

Inrecert years before thempact of the
pandemic, we had set out a pathway to
reversing the decline of our Clothing &
Home (C&H) business We setouttobuild a
confident Clothing business which would
offer modern, conternporary 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 currange and cption counts.

— Back our bestsellers and increase
high-volume wardrobe staplesin our
market-leading categories.

- Modernise our end-to-end supply chain.

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

Caing 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 in the
declinein customer spend fwith 590m
fewer items purchased in 2019 vs 2020).
As reported at the half year, the
dependence onstoresin igh streets,
shopping centres and city centres created
an extra drag on store sales performance,
and many customers shifted their spend
online instead. This store location
headwind was combined with an adverse
rmove in sales mix towards casual clothing
and away from formal and occasion wear,
markets in which M&S has strong shares.
Kids and Hame outperformead but not
sufficiently to offset the demand mix.

Inresponse to the intial impact of
Covid-19, the team took swift and
decisive action to mitigate the immediate
effect on the business and adapt to the
longer-term impacts:

- Sold through and managed excess
stock: Stringent action to reduce or
postpone orders together with
rmeasures 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 in line with
government guidance and enabled our
custermers to shop with confidence.

- Responded to pandemic-driven
product choices: Boosted our product
offerand quickly respondedto
changing customer trends by working
collaborativety 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
in 12 weeks.

The C&H result for the yearis areflecticn
of this, with lockdowns, sharp changes in
trends and purchasing behaviours, and
our pricrity of clearing stock; partially
offset by very strong growtt in our online
business of 53.9%.

Losses substentially reduced in the
second half as the actions we took to
accelerate online growth partly
compensated for losses in store. Overall,
online had strong profitability, with an
operating margin of .14%, for the year

As a result, total revenue declined
31.5% and we recorded an opefating
loss before adjusting items of £128.4m
(19/20 Profit of £223.9m).

Financiat highlights

£2.2bn™""

UK Clothing & Home revenue

£(129.4)m ™"

Operating Lloss before
adjusting items
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Brands at MES

We've adapted cur Clothing
business to be more relevant
more of ten to custamers,

by unveiling our Brands at
M&S of fer It includes exclusive
collaborations from
contemporary womenswear
brands Chost (pictured),
Finery and cther adjacent
Lhird party brands

M&S XGHOST

Annual Report & Financial Statements 2021
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CLOTHING
& HOME
CONTINUED

Autograph

QOur in-house brands,
including Autograph,
Per Una and activewear
range Goodmaove,
offer our customers
unbeatable everyday
style and value

STRATEGIC REPORT

A RESHAPED AND INCREASINGLY
OMNI-CHANNEL CLOTHING &
HOME BUSINESS

Our objective is to deliver an emni-
channel Clothing & Horme business in

the UK, backed by exceptional data

and highly personalised customer
relationships. All channels will be driven
by a ‘product engine’ providing a mare
contemporary focused M&S range bought
in greater depth alongside a family of
internal and externat partner brands with
distinctive appeal to our custormers.

A strengthened Clothing & Home
‘product engine M&S own-brand
product, with contemporary design and
sustainable sourcing, is our competitive
advantage. Overthe 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 option count is expected to be
€.25% lower than 2018 with the team
implementing newrange 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 Coodmove
activewear range in January 2020
delivered an excepticnal performance
aver the past year (+40%) and a number
one market share in full-price sales in its
category. As aresult of the work done,

we have seen Improvements in customer
perceptions of style incorporating more
contempoerary fit and styling.

STRATEGIC KEY PERFORMANCE INDICATORS

Like-for-like sales

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

_2 9. 8% 62% [ 1e/20
298% 20121

Value for money perception

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

64% (19/20: 67%)

. Thesefigures arereported on a 52-week basis

Quality perception

The proportion of customers who rated

us highly on guality Our reshaped Clothing
& Home product engine s providing a more
contemporary focused M&S range,

80% (19/20: 79%)

Clothing & Home space
We are focused onaccelerating the reshape
of our store estate for customers

-0.5%

18420 llOAm sgft
20/21 10.3rn sq it
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Launched MS2: in November, we
announced the launch of MS2 which has
brought tagether our digital, data and
online tearns to shift the focus of the
business from a conventional model
where M&S.com was run as an extension
of stores, to prioritising online first.

The actions taken alongside therise in
customers looking to shop online through
the pandemic resulted in a strong online
performance, as outlined in more detail
over the next page. We alsc looked to
drive the relevance of M&S by giving our
customers more reasons ta 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 Christmas 2020 vs
Christmas 2019. We also grew our in-store
pick operation from ¢.80 stares to over
200 stores at our peak, and permanentty
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 enable us
to postpone the investmeant in a new
fulfillment centre for 2-3 years.

LOOK AHEAD

Our Clathing 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 product offering.

Over the last three years, huge strides
have heenmade inreshaping the ranges
around new trading principles, most
notably to buy fewer lines in greater depth
from fewer strategic suppliers. The extent
of the shift in range has been obscured

by Covid-1¢ and the related 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 helping to
broaden our appeal.



Following aninitial phase of wardrobe
replenishment later this year, we expect
there to be a permanent shift in demand,
including a reduction in formatwear

and tailoring.

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

The emergence of platforms and the
increasing cost of online customer
acquisition for smaller retailers creates
anopportunity for M&S to leverage its
customer base, infrastructure and Sparks
to partner with guest brands on the M&S
platform. We can offer time-pressured
custormers a curated group of value for
maoney, contemparary, stylish brands with
sustainability credentials.

This work is being led by a strongerteam
under Richard Price. New additions include
Heidi Woodhouse (joined in July to run
Horme) and Fiona Lambert (joined in
February as MD of Jaeger). Anna
Braithwaite will join shortly as Director

of Marketing, with changing brand
percepticn an important part of setting
ourselves up for the future with energy,
confidence and style.

KLO{QWW

Kids casual ranges are
aneof thegrowth
categores we're pivoling
ourrangesto focus on
as clothing trends shift
posl-pandemic

Seasatl

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

Bramdg aty M&ES

Last year, we announced we would add
caomplementary and curated guest
brands to M&S.com for the first time,
offering cur customers more reasons to
browse and buy on the platform. Our
first brand, Nobody’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 ar collaboration 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 cwn 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, thetop 10 linesinthe dress
collaboration 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 preduct 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 newin-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 unique,
stylish and has tangible quality, and
leveraging M&S’s reach, infrastructure
and scale to achieve efficiencies.
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MS2

STRATEGIC REPORT

DRIVING OMNI-CHANNEL GROWTH

At our Half Year Results, we announced
the creation of MS2 ta prioritise anline
growth, bringing together our data and
anline teams.

Crowth in the past year means Clothing &
Home now has & base of over 9m active
online custorners making it one of the
largest platformsin 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 M52 pltanfocuses on three
core objectives:

Improving the online offer: Qur priority
is to increase availability in the online
channel from histaric levels of 80% in
recent years introducing additionat online
only ranges, recognising the different rate
of sale across channels, tnalling “test and
repeat” preducts. Civen that around
cne-third of the M&S range is year-round
product, we will also expand bestseller
and never out of stock programmes.

Combined with a curated range of
third-party brands, we expecta
substantizlimprovermnent in the online
offerinthe coming year.

Creating a digital-led customer
experience: Recognising that a mobile-led
customer experience is central to online
success, we have increased investmentin
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
shopto pay by phone and video-powered
retail services such as bra fit, beauty and
furniture sates.

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 to create a
digitally enabled and uniquely rewarding
shopping and payment experience for
M&S customers,

Relaunching our Sparks loyalty programme

wa/'bi/ng 'Y, ofugrx/ta/l

expenience

The M&S ambitien for
Sparksisto build the UK’s
leading retail loyalty scheme
to supportincreased
customer freguency and
spend. In July, we relaunched
the programme shifting from
a points-based plan which
was largely delivered through
aphysical 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 majerity are active.

The relaunched Sparks
enables M&S to build on
recent investment in data
science to create a mare
personalisedrelationship
with members as opposed
to the traditional model of
targeted promotions.

Marks and Spencer Group plc

350
300

The purpose is not to drive 250

often unwanted promotions

to large groups of customers, 207 46k/\x/k

but to make their shopping 120

easier by reflecting their
perscnal requirements in
the products and sizes we
offer, when and where they
need them.

The retaunch has also
helped drive 3.5m M&S app
downloads, with M&S topping
the Apple download chartsin
the autumn. Not only are app
customers typically highest
spending, butthe appis also
the most cost-effective route
to market for M&S.com as it
reduces spend on searchand
third-party marketing.

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

Apr

Average

Jut

New
Sparks

69k/wk

Average
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Due tolaunch in the surmmer, this will
include a new reward credit card offering
and a digital payment solution for M&S
growing Sparks custcmer base, This
repositioning will cffer customers a
number of new ways to pay, while
delivering personalised and rewarding
experiences with M&S at the same time.

Maximising M&S’s omni-channel
advantage: Unlike pure play retailers,
M&S has an advantagein its store
network which provides an opportunity
forrapid collection and returns and drives
incremental in-store sales. Investment in
Castle Dunngten, eapansion of gur site
at Bradford and the repurposing of the
Thorncliffe warehouse means that M&S
has sufficient capacity for online deliveries
for the next 2-3 years.

Building en the success of our “buy online
ship from store” (BOSS) for fulfitment from
store stock, we are investing in technology
impravernents to enable a low-cost rapid
click and collect offer from store stock
Wwithin hours. In addition as part of the
omni-channel 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 M52 and the outlined
programmes of change, M&S is enabling
more customers te shop their way,
following the radical shift in purchasing
behaviours seenin the last year, and is well
pasitioned for further online growth asa
result. Given this, we are targeting in
excess of 40% of Clothing & Home

revenue onlinein three years.

Ms2

The creation of the MS2 division
brings together our dataand
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) M&S.com net promoter score’

! et promoter score (N°S) equals corg gk BT ERBRUR T SERETARIG 2021 21
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STRATEGIC REPORT

INTERNATIONAL

OurInternational business is doubling down on digital growth by modernising our
operations, digitising our support for partners, and driving growth online through MS?2.

Highlights

3 -59.3% 85 (19/20: 85) 103 (19/20: 44)
£45.1m
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
to reshape itself: exiting loss-making
markets, working with and supporting
select partnersin large markets with growth
opportunities, and building cur online
international sales channels for customers.

After theinitial onset of the pandemicin
the final months of our 2019/20 financial
year, tast year we outlined the first actions
taken which would be the basis for the
year ahead inresponding to the pandemic
including: flexing our support for partners,
optimising online channels and relevant
praduct for customers and upskilling
colleagues where needed. This resultedin:

- Anongoing flexible support model for
partrersin key markets -with key examples
including partners having the facility to call
off stock regularly rather than receiving
infrequent shipments, or buy the relevant
product for their customers through our
remote buying fairs.

- Expanding our dedicatec international
e-commerce platform resulting in cne
adaptable website which we can localise
and tailor to different markets and
make it relevant and compelling for
local customers.

QOverall, International sales for the year
reflected the pandemic impact and lecal
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 Ireland and
working with partners to manage the
effects of the pandemicin their markets
partly offset by online sales which more
than doubled.

Focd sales were moreresilient, particularly
in the 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
salesin Europe and disruption from Brexit
inquarter four.

Cperating profit before adjusting items of
£45 1m reflects in large part the lower
Clothing & Home sales.

As outlined in the Chief Executive's
statement, 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 online
through M32.

Based on the strong online performance
this year, we have an ambition to maore
than double Internaticnal online retail
sales. This will be delivered by investing in
digital marketing, expanding our presence
onmajor marketplaces such as Zalando,
and entering into new markets such as the
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
tc lower costs.

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

- Launching a fully "digital showroom™
This transforms partnars ability 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 enabled stores.
This includes afirst 10x trial, offering
partners omni-channel innovations
such as fitting room assistance,
self-checkout and QR codes to access
ontine ranges.

— Creating a UK hubk for export at Hemel
Hempstead. This avoids the need for
International stock to enter the UK
network where it is broken down for
neediess storage and keeps product
consolidated for onward shipment. In
addition, partners can continue to
call off stock reqularly and have
flexibility in receiving shipments.

EYPWnAi/ng/ our
internatienal
online buginess

As part of our focus to turbocharge cur
online business under our Never the Same
Again programme, in March this year we
launched 46 international flagship websites
In new markets, iInstantly expanding our
online reach Lo over 108 countries and
enabling millions mare custormers to
purchase M&S products online.

LOOK AHEAD

Alengside the continuing uncertainty
around the impact of the pandemic on all
our International markets and our ongoing
response, Brexit will be a major focus for
the business,

The full cost implications are outlined
inthe 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 food, 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 iImprove in
the near term and we therefore need
to reconfigure trading with our

EU businesses.

The most significantimpactis on our
Food operations in the island of Ireland
and we are implementing multiple
medium-term solutions to stabilise the
business bothin the North and the
Republic. We have atready modified food
exportinto the Czech Republic and are
working with our partners in France to
review the model.

While these operaticns are relatively
smallin the context of the Group, changes
te our EU businesses as a resutt of Brexit
related costs may resultin 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 befit
for the future through:

- Acstore rotation programmae.

- Redeveloping sites te unlock additional
value and make the most of cur space
across the estate.

- Trialling new store formats.

Last year, in the face of the initialimpact
of Covid-19, we made it clear that
establishing & store estate that could
support the rapidly changing behaviours
of our customers in terms of how and
where they were choosing to shop was a
key part of our transfarmation.

Since then, we have seen that a continued
headwind to M&S brand perception and
performance continues to be the legacy
estate of full-line stores (selling both
Clothing & Home and Feod), oftenin
declining locations or centres, with
inefficient space which is difficult to
shop and costly to replenish. We have
ctosed orrelocated 59 fuli-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 ta open over
the next twa years, including a numboer
of Debenharms stares, with the pipeline
continuing to grow.

STRATEGIC REPORT

While long ieases have historically
constrained our ability tc rotate, we plan
tolargely fund the future closure costs
through the redevelopment of freehold
and leng leasehold properties.

ACCELERATING ROTATION OF
THE STORE ESTATE

M&S had 254 full-line stores at year end.
While practically atl Clothing & Home
departments in these stores contribute
positive cash, a number are in long-term
decline, struggle to cover their allocated
central costs as a percentage of sales and
cannotjustify future investment.

Cur objective for the full-line estate is to
achieve a fully modernised core of 180

stores. Qur current best view of the future,

based on stress tests, regional modetling,
and current retail and efficiency
reguirements, is as follows,

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

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

- Inc.N0remaining, locations we will
rotate the estate. This will mean either
relocating to a Food only store or
another full-line store as abave, or
consclidating multiple stores into one.
Inaround 30 locations which canno
longer support a store we will close,
recapturing trade in nearby stores
oronline.

The overall benefit of well-located space
is illustrated by the profitability metrics of
each group shown right. The average
Clothing & Home cash contribution
margin in 2019/20 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 torotate.

STORE ESTATE

We're pressing fast forward on our plans to fully modernise our store estate
andensure our bricks-and-mortar presence is fighting fit for the future,

Average

C&Hcash cash

contribution contribution

Store Crouping margin £mn
Prime stores 25.4% 3.0
Core 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
illustrates the benefit of consolidating
Northampton and Kettering stores into
one at Rushden Lakes Retail Park prior to
the pandemic. The previous stores ware
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, dinng and leisure facilities

on a site with good access and car parking.
The disposal of the freehold of one store,
helped to fund the closure and the lease
costs of the remaining term of the other.
The new store has generated a substantial
uplift in cash profit and LFL sales were in
growth pre-Covid. The net investment
cost of the new store was just £2.1m
resulting in a strong payback on the net
capitalinvested.

Kettering closure £m
Sales 143
Cash contribution 11
LFL17/18 % -12.3
Northampten closure £m
Sales 24.2
Cash contribution 2.5
LFL17/18 % =70
Rushden Lakes £m
Sales 39.0
Cash contribution 4.8
LFL9/20 % +6.5
LOOK AHEAD

To reduce 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.

I Metrrcsfor 2019720 adjusted far Covid impacts inMarch 2020 Leasehold stores exclude long .easeholds
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Returns cutside of these parameters are
considered where they enable an exit of
long-term liability or in exceptional
locations, We will work with landlords to
negotiate appropriate terms at exit and
repurpose or develop space. Howeverin
some cases it will be more economic and
brand enhancing to have a vacant store
rather than lase the opportunity to maove
to a better location.

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

To fund the programme, we have a
number of freehold and long teasehold
properties which offer an opportunity
torelease cash from developrment.

This includes our Marble Arch proposal
{outlinedin our case study ontheright)
and additicnal stores including a
number for residential development.
These properties tend to be in tocations
where land values for alternative use are
higher than for existing use. We have an
objective torelease at teast £200m from
these projects.

While we acknowledge that the turbulence
of the past year means uncertainty
remains, we are currently ferecasting fora
gradual return to more normal customer
behaviour, underlining the importance of
reshaping cur store estate to enable our
customers to shop their way with M&S.

Highlights

9.7/m™

Footfall (average per week)

-41%

7m

Transactions (average per week)

81 (19/20: 68)

Stores net promoter score

Redevelopment of Marble Arop

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
stare on Oxford Street - Marble Arch.
First openedin 1930, the building has
been expanded and altered many
times and as a result, despite being a
much loved store, today offers an
inefficient and confusing experience
for customers.

M&S isin the unigue position where
40% of cur owned space is freehold or
{ong leasehold enabling us to untock
value and fund our rctation 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
store is below the cost for alternative
use such as office or residential space
-such as inthe case of Marble Arch.

The redevelopment of the store will
see M&S work with partnersin creating
a new building which combines a
rmodernised 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 areboundin demandin
the coming years.

Annual Report & Financial Statements 2021
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STRATEGIC REPORT

OUR PEOPLE & CULTURE

The M&S family has been at its 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 i psrahlish a culture that
woultd draw on the foundations on

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

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

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

Over the past year, some of what we are
aiming to achieve has been accelerated
and cur 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,

all in service of doing what's right for our
custamers. At the same time, the way
colleagues have supported each other,
and the engagement from leadership
with the front line, has rekindled the
feeling of being part of the M&S family.

To embed these changes, andin
recogniticn of the critical role our people
have in our transformation, the executive
team took direct accountabitity for our
People Plan to drive real ownership and
delivery as part of our Never the Sarne
Again programme.

Qur Peeple Plan pas
iy W MG

1 Transforming our organisational
design to drive ownership, pace
and cornmerciality.

2] Becoming a datz enabled and
digitally focused business.

2 Creating empowered,
responsive and commercial
leaders who are close tothe
frontline.

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

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

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

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

The ¢risis has enabled M&S to adapt and
modernise, and we have built on the
previous work to devolve accountability to
each of the family of parallel businesses
under our Never the Same Again
programme this year. Radical changes
have been made to cur business in order
to best serve our customers and support
our long-term transformation.

In August, the Group announced a
programme to streamline 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
more time on the shop floor. All store
manager offices have been opened up
to symbolise 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
intreduced new, more flexible working
for store teams across departments,
and a shiftin focus and time to
fraont of house customer service
rather than backstage.

For our support centre colleagues,

an M&S Flexible Framewoerk has been
putin place, moving to mare 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 supptiers,
with a minimum of two days per month
in stares and with partners, and spending
c.3 days a week insupport centres to
enable collabaration, networking and
development, while recognising that
every role and every week is different.

Total employees’

® Female
48,727

® Male
20,850

Total senicr managers'

® Female
57 (19/2052)

® Male
79(19/20:74)

Total Board'?

& Fernale
4(19/20:3)

® Mate
6(19/20.5}

I Asal 2021yearend,
2. Asat25May 2021,

COLLEAGUE REPRESENTATION MEASUREMENTS

Senior managers from ethnic minorities

8%(19/20; 8%)

We remain firmly committed to cur target of
having 50% wormen and 15% BAME colleague
representation in our senior management team
by 2022, but have moretodo to hit curtargets.
This year we conlinued to suppert and engage
with our wide range of coileague diversity
networks across the business

Engagement

82% (19/20: 81%)

The progressive engagement, score from

our monthly ‘Colleague Voice’ survey
Ourengagement score through the year was
strong at 82%, with 91% of colleagues feeling
proud tawork for M&S Nearly 50,000 of our
colleagues chose to participate and voice therr
feedback and ideas, helping to give us an
informed picture of how colleagues feel

about the business,

Gender pay gap

1 2 . 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 remaned lower thanthe

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

‘ 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 prafaund impact an
the retail secter. This year, we have taken
decisive steps towards omni-channel
retailing - including the roll-out of
efficient digital solutions in stores, and
capability and capacity upgrades to
M&S.com and cur supply centre, Castle
Donington - 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 tc accelerate our focus
and culture to take advantage of the
online oppcrtunity, The creation of M52
is set to drive our focus to establish an
cnline 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&S" new Chief Technology Officer
Mike Yorwerth's team, and 15 new
trading rolesin e-commerce.

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

28  Marksand Spencer Groupplc

OURPEOPLE & CULTURE CONTINUED

- Afocuson placing data at the heart of
decision-making M&S has over 800
terabytes of data at our disposal and
our data community 13 now over 800
strong, helping to decipher patterns
and deliver the insights we need to
suppart our growth.

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

— Trialling new technology and omni-
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 Creating empowered, responsive

and commercial leaders who are
close to the front line

MBS continues to be a destination for
industry-teading talent Eoin Tonge

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

Foliowing financiat year end, the
leadership tearm underwent a realignment
in responsiblities as we move on from

the "Fixing the Basics” phase of our
transformation, with Katie Bickerstaffe
and Stuart Machin becoming Jaint Chief
Operating Officers, to bring even more
impetus to our core businesses Alongside
this Eoin Tonge took on responsibility for
strategy and transformation planning as
part of his CFO remit.

Thereis more to do to engender our wider
leadership team with a sense of shared
mission and accountability and putting

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

4

The adaption of Micrasaft Tearns, already
in train but sped up over the past year,

has been a key enabler to connecting all
colleagues, but critically also connecting
the trading areas to the store teams.
Whereas c.10% of colleagues were using
Yammer, now 90% of colleagues are using
Teams at least 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,
whichis the relevant trading area they are
part of, as well as receiving “all company”
corporate news. Shifts are booked via
Teams, with operational task management
being rolled out on Teams currently. Thisis
not onty more efficient and delivers the
right, targeted information to colleagues,
butis also an enabler for building 2 more
digitally adept warkforce.

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

While Tearns has beencritical to the
business operating over the past year, with
rmany advantages, face-to-face contact
remains key, and there has tatterly been a
focus cn equipping managers and store
colleagues with weekly briefs to support
regular huddles. Thereis, however, more to
doto ensure face-to-face engagementis
happening regularly across every store, and
that every leaderin the trading businesses
isengaging their best sellers todrive a
virtuous cycle of engagement to get the
right insight and buy-in to sell more.

Qver 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 onto Teams and reconnecting it
personally to the CEO, with calls and visits
to successful or regular suggesters.
|~ Creating a culture of plain
o speaking; data driven and focused
an performance

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



The way the business reviews and rewards
perfermance has been re-set, led by
Stuart Machin as the executive lead for
talent, with the aim to foster this more
plain speaking style and drive a more
perfoermance-driven culture. In cur stores,
we have redefined what we expect of our
colleagues, which is backed up by training
and regular one-to-cnes away from the
shop floor to check in and update on
performance. We're measuring this
through specific questions in 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
management has been put in place with a
simplified but consistent approach to
objective setting, more regular check-ins
on performance, and a bigger focus on
development and potential.

At the same time as improving our
appreach to performance, we have
reviewed our pay and benefits package to
modernise it and align reward more te the
right behaviours and perfarmance. Qver
14,000 colleagues responded to tell us
what mattered most to them. Cetting 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
colleagues earn at least £9.50 per hour.
Flexibility to support work-lfe balance
was valued, prompting the re-introduction
of Holiday 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 cur nascent, but now

mcre 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 model for managers
and colleagues.

6

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

BIG, our Business Involvernent Croup,
nas undergone its own transformation to
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 "BIG Bigger”
with four key areas of focus: a simplified,
more accessible constitution rebadged
asthe "Doing Business with BiG Charter”;
investing in representatives so 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 a move on from the more arcane,
bureaucratic previous approach; a more
structured dialcgue with the leadership
through "the BIG 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 of Naticnal BIC
attends the Beard four times a year,

and holds quarterly meetings with the
Executive Committee.

Leadership focus on formal colleague
engagermnent surveys dissipated
somewhat during the pandemic, with a
focus on“in the moment” direct feedback.
However, this has now been reactivated
with an improved survey, more accessible
to colleagues via Microsoft Teams, and -
crucially — a much bigger focus from the
executive team. Ensuring the feedback

received i3 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 Academies trialled in the
Food business to develop behavicurat
and leadership skills, they are beginning
to be rolled out more broadly. In addition,
34 Academy stores have been estabtished
as centres of excellence for learning.
Academy teams have been supported
with a bespoke learning offer to enhance
their capability, including performance,
erncticnalintelligence and resilience
sessions. For the coming year, leadership
capability and coaching skills will also

he offered.

-
o
=]
a
w
x
%
O
W
=
o
[= 4
=
o

Building on our long-established

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

Clearly, other than the pandemic, the
death of George Floyd was one of the
cefining moments of the last year.

\We were, like everyone, horrified by what
happened and the groundswell of acticn
it spawned was a wake-up call for all
businesses —including ours—to do more.
We can point to some smalil 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 a wider range of issues for managers,
such as about colleagues participating in
Ramadan. We alsc continue to participate
in the 30% Ctub. However, representation
inour senior management population
remains flat, progress has been
frustratingly slow, and the factis we

have a huge amount more to doin the
coming year.

Finally, fostering a sense of family within
the business has led us to launch an
alumni networlk, 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 rmembers

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 mentoring or
developing products and services.
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STRATEGIC REPORT

PLAN A REVIEW

WE'REALLINTHISTOGETHER

The fult detail of the activity and progress
made against our sustainability priorities
is published separately in our Plan A 2021
report, which is available ontine at
carporate.marksandspencercom/
Plan-A-Report-2021. The timefrarme
covered by the report refiects a 12-month
period when families, communities,
businesses and governments acress the
world have all had to face the once-in-a-
lifetima challenge that the pandemic has
placed on cursociety.

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

Whitst we know our colleagues continued
to support their 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 2020721 community
programme focused on raising funds

for NHS Charities Together.

REINVIGORATINGPLANA

We acted guickly to launch a range of
products and promotions allowing our
customers toraise 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 sold

one t-shirt each second at launch with all
profits donated onwards. As a result M&S
donated £8.3m to support aur fantastic
NHS heroes during the crisis, and over
28,000 custormers continue to support by
selecting NHS Charities Together as their
chosen Sparks charity, with M&3 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
lang-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
petter choices to ensure M&S, and the
precicus 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,
whao recognised the enormous value
derived from building trusted
partrerships, treating people fairly

and taking a long-term approach to
innovation 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 sef new standards for one of our
biggest hero categories, with the launch
of our most sustainable denirn range yet
this Spring {see page 31 for more detail).

As part of our commitment to prevent
deferestation, we are exploring
alternatives to soy-based animal feed.
in Food, we completely eliminated soya
feed in our RSPCA Assured milk by
replaong 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 redistricute all

food surplus by 2025, thanks to the
collaborative efforts of colieagues across
the Food team and our stores. Working
together, the roll-out of a new digital app
to allour 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 plaret.



Qur me<t
sustainable
denim yet

Allour cottonis responsibly sourced,

with the majority through the Better Cotton
Initiative - helping farmers to reduce their water
usage and increase their profits. Thewash s the
process that gives denim its distinclive lock and
finish but it's typically awater-intensive process.
MES partnered with Jeanclogia - the leader

N sustainable finishing technologies —and
innovated together to produce arange, which
means that M&S jeans are now Nnished wilth

B6% less water compared with the industry norm
for denim finishing. As part of our enhanced
chemical policies, M&S Is switching from
standard iIndige dyes to cleaner alternatives
that reguire less water and chemicals to
preduce. 50% of the 2021 spring/summer range
has been made with Lhis lower-impact dye.

Envirenment:
Now meving Lowards nets zere

In November 2020, we extendad our climate
change commitment, wilth a pledge Lo build on
the carbon neutral operations we have today
towards net zero emissions by 2035. This builds
on our existing science-based Largetswith a
greater emphasis on delivering reductionsin
ernissions that we currently offset

We are preparing for the future adoption of

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

ESGC Committee Report.

@ Further detail on our climate disclosures

is on pages 74-76.
Setiad:
U/M{vngf on human rights
Saurcing ethically - and reporting transparently
on our supply chain practices - is core to how we
do business. IU's part of the promise we make to
our customers and this year we have provided
additicnal assurance thal they can shop from
ME&S with confidence. In January 2021, we were
the first major UK retailer to publicly support
the Cealition to End Forced Labour in the
Uyghur Region's “Call to Action”, ensuring our

supply chains are not linked to the human rights
abuses in the Xinjang region

Setting standards in our own supply chains,
however rigorous, canonly set a baseline. Tobe
serious about ensuring everyone who works
with M&S is treated with decency and respect,
we must hold a mirrerup to make sure the
refleclionis true Thatis why we asked Cxfamto
conduct a gap analysis of our supply cham and
we published the findings in full. As part of our
response, we have Laken action to scale our
werker voice programmes and committed Lo
share our learning Lo help drive meaningful
industry-wide change.

Govemance:
Qur new ES(7 Commitliee

Helping our customers, colleagues, and
communities iead happier, healthier and
fulfilling lives is core to the M&S brand and
great work continues to be delivered, but we
need to continue to reinvigorate Plan A and
put it back at the centre of our customer story
In December, we established a new Board
Sub-Committee on Environmental, Sccial &
Governance (ESG), chaired by Tamara Ingram,
to provide focus and oversight of our Plan A
programme across the business. The invaluable
insight and experiance of our Commitiee
members provides robust challenge to our
thinking as we look to reinvigorate Plan A

in 2021

@ Further detail about the activity of the
Committee is set out on page 73,

ngmm(tv waste:

Increasing food
redigtribution

Founded in 2015, our redistribution
partnershipwith Neighbourty has been
updated with newly designed app
technology that enables stores to donate
any food surplus more efficiently to those
that need it most.Stores across the UK and
ROl are matched to a network of more than
1,400 community partners - such as our
Clasgow Pollok store, which partnerswith
Indigo Eats to detiver childcare services for
families with children from 6 weeks to 16
yvearsoldinthe local area-who collect and
deliver surplus such as fresh fruit, vegetabies
and bakery products daily. The new app
was designed with our store colleagues, and
their mput ensured that it was successfully
integrated into our store 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 1 8m meals in 2020/21 and reduced
foodwaste in store by almast 5,000 tonnes.
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OURRENEWEDPLANA

As the world emerges from the
pandemic, we believe customers will
look to brands they can trust and

have confidence in to offer quality
and value through trading ethically.
Lnder our Never the Same Again
programme, we are forging a reshaped
M&S, thatis set up to competeina
post-Covid marketpiace. This includes
reinvigorating Plan A for 2021 to invoke
the original picneering spirit of the
programme and put sustainability at
the centre of our customer stary.

° Read more on Plan A:

corporate.marksandspencer.com/
Plan-A-Report-2021
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PLANAREVIEW CCNTINUED

PLAN A MEASUREMENTS

Measurement Progress

FOOD WASTE Donations of surplusin meals equivalent 11 8m +126% on 2019/20
meals

PACKAGING Percentage of packaging classified as being 8H(y +10% on 2019/20

easily recyclable (70
WASTE TO LANDFILL Percentage sent tolandfill ZCPO Zercin 2019420
M&S GREENHOUSE The gross carbon dioxide emissions from M&S operated 2()8 0()0 -13% on 2019/20°
GAS EMISSIONS (CO.e) stores, offices, warehouses and delivery fleets wortdwide. Ty

In additicn, we purchase renewable energy and carbon tonnes CO.e

offsets to match these emissions, making our global
aperations carbon neutral

MARKS & START Number of UK placements offered 350 -81% on 2019/20°
€

COLLEAGUE Number of paid volunteering hours provided by Paused due to n/a

VOLUNTEERING M&S colleagues Covid-19

COMMUNITY Donations raised by customers and colleagues £2 4_m -64% on 2019/20°

AND CHARITIES it

M&S donations relating to the Sparks loyalty scheme, +210% on 2019/2¢°
the Rainbow Sale which supported NHS Charities

Together and cause-related marketing

£14.9m

In 2020721, a number of Plan A measurements were materially impacted by the consequences of Covid-19. Whilst colleagues
continued to support their local communities, a number of our structured programmes were suspended or disrupted. (n 2021/22
we will rebuild participation in the Marks & Start scheme in addition to supporting the UK Covernment’s Kickstart programme with
360 placements.

STREAMLINED ENERGY AND CARBON REPORTING

ENERGY AND TRANSPORT FUEL CONSUMED GREENHOUSE GAS (GHG) EMISSIONS

This year Lastyear This year Lastyear
2020/21 2019/20° % 2020/21 2019720+ %
(CWhs) {CWhs) change (000 tonnes) (000 tonnes) change
UK operations 787 827 -b%  Direct emissions (scope ) 157 173 -9%
International cperations 18 23 -21%  of which UK: 156 172 -9%
Group 805 850 =5%  In-directemissions from
* Perfarmance has been restated to use actual data sourced from internat.onal electricity (scope 2) 141 168 -16%
operations, inplace of previ.ous year estimates OFWhiCh UK 129 164 -16%
o . . ! Total gross/location-method
2020421 saw a significant impact to the operaticnal spacein scope 152 GHG emissions 298 4 3%
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 consurred. of salesfloor 15 17 -12%
The principle measures taken to improve energy efficiency in Procured renewsble energy 120 143 -16%
2020/ 21 include continued roll-aut of new refrigeration shelf- Total market-method scope
edge technology, conversions to LED lighting and the trialling 142 GHG emissions 177 198 -11%
of new fan technologies at certain locations. of which UK: 164 183 0%
Procured carbon offsets 177 198 -11%
Total het scope 1+2
GHG emissions 1] 0

GHC emvssians are from operationally controlled activities naccordance with
WRI/WBCSD CHG Reparting Protocels (Revised edit an}and 2015 Scope 2 Cu dance
usng DEFRA/ BEIS 2020 Greennouse Gas Reporting Convers'on Factars, wn.chinclude
29% lower cacbon intens Ly rating far UK gr d electr ity that reduces our emiss ons by
14,787 rannes COecompared with oar location-based 2019/ 20 figures For ful’ details,
please seeour 2021 Plan ARegort

* Performance naspeenrestated to use actual data sourced frominternat onal
nperations, nolace 0f previous year estimates
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NON-FINANCIAL
INFORMATION STATEMENT

The statements below reflect our commitment to, and management of, people,
communities, the environment, human rights, anti-bribery and anti-corruption
inthelast 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 colleagues with a safe working
envircnment and an crganisational
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 role in this
commitment, which is 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 cur
Section 172(1) statement on pages 34 to 36
and 68 to 69.

@ Read more on our commitment to
peoplein our:

- People Principles

- Code of Conduct

— Responsible Marketing Principles
- Egual Opportunities Policy

COMMUNITIES AND ENVIRONMENT

We have supported our local communities
throughout our 137 year history, because
we know that vibrant communities are
essential for our success. Weaimtotakea
progressive approach to our community
engagement, which is reflected in our
Plan A commitments. Sustainability is
also core to Plan A and te 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
inarmore sustainable way.

@ Read more on our commitment to
communities and the environment on
our dedicated corporate website areas:

- Community Engagement
—- Delivering Plan A
@ Read more on our activities in these
areas this year:
— Environmental commilments and grogress
can be found in the ESC Committee report
on pages 73to 76 and the Plan Areview on

pages 30 to 32, which includes details of our
Greenhouse Gas ((CHC) emissions

STRATEGIC REPORT

— Qurcontributions Lowards, and consideration
of, communities is Integrated throughout
the reporl and can also be found in our
Sectian172(1) statement on pages 3410 36
and 68to 69 and the ESC Committee report
onpages 731076

HUMAN RIGHTS

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

of shareholders,

o Read more cn our commitment to
human rights in our:

- Modern Slavery Statement

- Human Rights Policy

- Code of Conduct

- M&S Clobal Sourcing Principles

— Child Labour Procedure

- M&S grievance procedure for Food
and Clothing & Home supply chains

- Confidential Reporting Procedures

- MA&SResponse to Covid-19- Warkers
in Supply Chains

ANTI-BRIBERY AND
ANTI-CORRUPTION

ME&S is committed to the highest
standards of ethics, honesty and integrity.
\We have a zero-tolerance approach to
any form of bribery and corruption and
operate a compliance programme to
prevent bribery and cerruption in our
business and supply chain.
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Our 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 behalf of
M&S are cbliged to follow. The Group
Poticy 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,

Our programme inctudes detailed
procedures and controls around giving
and receiving gifts, hospitality and
entertainment; procedures for engaging
new suppliers and partners, specifically
those who are based in higher-risk
jurisdictions, and standard contract
clauses; and clear reporting channels,
including confidential reporting. Adl
colteagues are reguired to undertake
mandatory Anti-Bribery and Anti-
Corruption e-learning. The Company will
consider taking disciplinary action against
anyone who fails to comply with its
Anti-Bribery Policy, up to and including
dismissal. Any potential incidents
reported internally or to the external
confidential reporting channels are
followed up and full investigations
launched where such action is deemed
appropriate after preliminary enguiries.
Allinvestigations are subsequently
reported to the Audit Committee.

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

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

- Business Partner Anti-Bribery and
Anti-Corruption Poticy

- Codeof Conduct
- Confidential Reporting Procedures
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SECTION172{1) STATEMENT

ENGAGEMENT &
DECISION-MAKING

SECTION172{1) STATEMENT

We believe that cansidering our stakeholders
inkey business decisionsis not anly the nght
thing to do, butis fundamental 1o our ability
to drive value creation over the longer term.
Now, as we enter a new financial yearinthe
midst of recovering from a global pandemic,
balancing the needs and expectations of

our stakeholders has never beerta more
impartant or challenging Lask.

Board directors are bound by their duties
under the Companies Act 2006 (the "Act”)
to promote the success of the Company
for the benefit of our members as a whole
1 doing 5o, however, they must have regard

for the interests of all of our stakeholders,

Lo ensure thelong-term sustainability of the
Company. The Board is therefare responsible
for ensuring that it fulfilsits obligations

Lo those impacted by cur business, inits
stakeholder consideration and engagernant
Stakeholder consideration is embedded
throughout the business, with the Executive
Commiltee ("ExCo") and senior management
actively engaged in communication and
involvementinitiatives.

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

the year, had regard to the matters set out In
Seclion172(1) (@) to (f) of the Act, alongside
examples of how each of our key stakeholders
fhave been considered and engaged Further
information can also be found throughout
the Strategic Repart and inour exploration

of key strategic decisions made inthe
Covernance Report.

Read more-

@ Strategic Report, p2-57

@ Key Board Decisions & $172(1)
Considerations, p63-69

° At marksandspencer.com/thecompany

STAKEHOLDER ENGAGEMENT & CONSIDERATIONS

SHAREHOLDERS

VWhy they matter

Securing our shareholders trust through
continuous engagement ensuresthelr ongomng
investment and support.

Key priorities

For some, delivering sustainable, profitable
growth over thelong term For others, seeing
immediate returns on Lheir investment
Increasingly, seeing proactive and canscientious
“ESG" plans being formed and corresponding
good performance in Environmental, Social and
Corporate Governance areas.

Engagement approach

- Last year's Digital AGM was the Board's most
engaging and constructive yet because we
were able to reach shareholders directly in
their homes, instead of only thase able to
attend a London-based meeting. Private
shareholder engagement was nearly trebled
with ¢ 1,500 indwidual shareholders engaging
with our ACM piatform, either to watch, vote
or submit questions Thewebcast of the
meeting has been avalable to watch on our
website thraughout this year.

- OQur Private Shareholder Panel s a group
of randomly selected private shareholders
who have the opportuntty to atlend regular
meetings with our Board and senior
management, during which they can hear
more about M&S and provide Ltheir input on
the business direction ¢f travel Dueto the
impact of the pandemic on planned
activities, we extended the tenure of our
2019/20 Panel and continued to hold
meetings with thern digitatty, to ensure
that they had ample opportunity to share
their vigws.,
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- Our Investor Relations teamn, alongside
the Chairman and seniar management,
maintains aregular dialogue with key
institutional Investors. Over the course of
the past year, the team met with (via video
conferencing and over the phone) over 100
institutional funds, engaging with investors
who we estimate represenl over half of our
1ssued share capital

Governance considerations

- Dwidend decision-making, balancing the
desire of shareholders for mmediate returns,
against the need to preserve liguidity and
ensure the sustainability of the business
throughout the Covid-19 pandermic ang
uncertainties surrounding recovery timings,

- Overarching strategy and purpose setting,
aimed at delivering against shareholders’
reeds for long-term, sustainable ang
profitable growth.

- Audit Commitiee oversight of inlernal and
external audit processes, ensuring the
business internal framework of cantrols is
sufficiently adequate to protect shareholder
investment, and that the presentation of the
financial statements provides investors with
anagcurale, fair and balanced view of
performance, strategy and operations.

Why they matter

Qur customers are at the neart of our business
Maintaining andincreasing their enthusiasm
and loyalty for the M&S brand ensures the
enduring success of our business.

Key priorities

CUSTOMERS

Creat guality and value products; having good
avaitablity across product Lines, a store estate
and an online offer that are easy and enjoyable
toshopin, a conscientious corporate citizen who

customers canrely onto have acted ethically
and sustainably when sourcing the products
they wear, eal, and bring into their homes.

Engagement approach

- Wemonitored Customer Mood during
Lockdown, surveying 1,000 customers a
week to understand their thoughts, feelings,
and maod, what they wanted from retailers,
and how they fell about M&S during this
period. With theinsights directly influencing
senior management in shaping our tone and
content In communications and marketing

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

~ Weregularly conduct focus groups, in-depth
interviews and surveys across the business
For example, this year, we held 8 focus groups
and 201in-depth interviews, and surveyed
2,000 customers to hear their thoughts on
our Lingerie offer Using the findings,
rmanagement identified key customer
priority areas to focus on and ensure we
retain our number 1 market share position,

Governance considerations

- Approval of various organisational and
operational changes for the business to
adapt toilhe Covig-19 lockdowns, ensuring
that customers could shop confidently and
safely in stores, and that there was continuity
of supply to meet, customer dermand online

- Oversight of the programme forlaunching
ME&S product on the Ocado platform,
ensuring warkstreams were praceeding ta
schedule, with the ultimate aim of providing
new and existing custorners access (o M&S
Fooed product s anline for delivery



COLLEAGUES

Why they matter

We cannot operate and achieve our strategic
geals without an engaged colleague base that
feels appreciated, andis motivated to deliver
for our customers and the business success
Key pricrities

Feeling valued and appropriately rewarded,;
having an inclusive and diverse place to work
with arespeciful corporate culture being able
to share their views and have their colleague
voice heard in decision-making.

Engagement approach

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

- Colleague updates an performance and
strategy are provided by ExCc members and
senior managerent Lthrough regular
business area“huddles’, as weil as by email,
virtual meetings, and cur Microseft Teams
communication and collaboration platform.
Colleagues are encouraged to be involvad in
these forums by voicing theirviews, iIdeas and
queslions with Lhe leadership team directly.

- The ExCothis year updated ourinclusion &
Diversity (1&D) strategy, publishing seven
new I&D training modules and a suite of new
pelicies and line manager guides, aimed at
supporting and highlighting to colleagues
the importance of delivering an inclusive
cuiture withina diverse environment. Cur
seven colleague-led 18D networks also
continued to provide peer support and
subject matter expertise to the business

~ Our monthly Colieague 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 BIC represents the collective
colleague voice by attending Board and
Remuneration Cemmittee meetings
throughout the year, while ExCo members
attend National BIC meetings Lo understand
the issues that are important tc 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 behaviours and performanca, and are
competitively placed forus to retain talent

Why they matter

Community acceptance and mutual respect
provides uswith alicence to operate and
ensures we are a force for good for the
people and places we impacl This includes
the wider environment, where considerate
use of resources contributes towards our
long-term sustainability.

COMMUNITIES

Key priorities

Afair and vatuable contribution to scciety
and the economy and for M&S 1o be a socially
responsible corporate, that cares about its'
long-term impact on the communities and
environment It operates in.

Engagement approach

- This year, our Charitable Donations reached
over £14 9m te charities and good causes,
including £8.3m donated to NHS Chanties
Together to support NHS workers and
patients through the Covid-19 pandemic
In addition, we continued to support 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

— We supported local communities with over
£23m of preduct donalions, including the
donation of TLBm Meals to Community
Groups through our foods surplus
redistribution scheme,

- The M&S Company Archive focused ondigital
opportunities for people to explore the rich
heritage of M&S. These included downloadable
learning packs for schools and home learning,
and digital reminiscence resources that have
suppoerted older people in over 2,000 care
settings across the UK Visit marksintime.
marksandspencer.com for more details,

Governance considerations

- Creating aBoard Sub-Committee to oversee
ESG 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 cnsis

- Boardeversight of inttiatives to support
communities throughout the Covid-13
pandemic, including clothing and food
danations to local hospitals and the addition
of charitable partnersto our Sparks scheme

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

SUPPLIERS

Why they matter

Key priorities

Along-term, productive relationship with M&S,
allowing themto create great products, build
volume at equitable prices and achieve their
own strategic goats

Engagement approach

- The Chairman hosls a rolling programme
of Listening Groups with suppliers.

- Ourpoolof dedicated dairy farmers are
guaranteed a set price for fresh mitk under
our Milk Pledge Plus programme. Cur price
accounts forthe cost of production and
ensures that our supplying farms have
sufficient profit to invest in infrastructure,
animal welfare and environmental
improvements to maintain their leading
posilion. 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 envircnment,

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

- Asaresult of site visit Limitations during Covid-19,
bothin the UKin Foods and globally in C&H,
our Warker Voice Programme was expanded,
allowing us to hear directly from factory workers
n our supply chainon their experiences

- We have continued working with our suppliers
on Preventing Modern Slavery, welcoming
Lhe lndependent Anti-Slavery Commissioner’s
maturity framework, againsL which we have
assessed ourselves predominantly as
“Evolving Good Practice”, with some activity
“Leading on Human Rights Innovation™
Further details are available online in our
2021 Modern Slavery Statement

Governance considerations

- Board and Audit Committee oversight of
risks relating to the rapid growth of online
sales during lockdown, emphasising the
importance of supply chain preparedness

- Audit Commitiee review of compliance
with the Groceries Supply Code of Practice,
ensunng suppliers are freated respectfully
and fairly, and any concerns raised are

considered and addressed.
Why they matter
QOur partners provide avenues to expand our
reach and access Lo new customers -in the UK and
internationally. We also have partners critically

assessing and supporting our cperations, to
ensure we constantly evolve and improve

PARTNERS

Key priorities

Acorporate partner who responds to concerns,
acknowledges jurisdictional and technical
expertise, and provides peer-to-peer support

Engagement approach

- This year, we invited Oxfam, as a critical
friend, to carry out a Gap Analysis across our
supply chains inIndia and the UK and provide
us with homest insights about the experiences
of those who work for, or with, us. To benefit
others in our sector and help us shape clear
priorities for action in 2021, we shared the
reportand our response N full on our
corparate website (Working in Marks andg
Spencer's Food and Footwear Supply Chains)

- When we engaged wilh franchise partners
onways we couid support their operations in
lockdown, they told us that NHS Trusts were
looking to them te stock mare basic groceres
in their Hospital Stores. We expanded our
range as aresult, to help our partners serve
NHS staff working incredibly long hours

Governance considerations

- ExCoreview 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
Lhe enduring success of our partnership.
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SECTION 172(1) STATEMENT

“NEVER THE 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 stakehelder 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 our 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 alsc be found on pages 68 to 69.

36

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

— Customers, and their - Shareholders, — Supplier - The need to maximise ~ Various customer
increastng demand and the efficient relationships, and shareholder return, perceptions; for
for online delivery use of their balancing the need andthe opportunities some, we have a

services, particulariy
during lockdowns.

- Thepotentialfor
significant volurme
growth for existing
suppliers, and
introduction of new
brand suppliersto
the M&S Food of fer.

- Improving M&S share
of Ocado Retail's
returns, to uttimately
contribute to

Investment 1o
maximise relurns
through our
Food business.

- Customer demand
for geodavallability
of products at
great prices

- Theenvironment,
and the needto
reduce our waste
levels and ensure
that we can minimise

to support smaller
suppliers against the
need to have fewer,
strategic suppliers
for amare simplified
range,

-~ Customer
perceptions of cur
existing range, and
their shifting demand
throughout the year
towards more lounge
and athleisure wear

for doing so
presented by the
shift in customer
behaviours towards
shopping online,

- Colleagues at
distribution centres,
and the pressures
they have been
experiencing
while operating at
rmmaximum capacity to
fuliil online orders.

declining store estate
which generatesa
rnegalive shopping
experience Far
olhers, they expect
an M&S presence in
the local community
to be maintained,
regardless of store
condition.

Colleagues and
the importance of
their job secunty
inthe event of any

shareholder value. our use of resources - Thepotentialimpact - The ongoing impact
on colleagues of onthe environment stare closures
Impacts Impacts simplifying the range and customer - Removing the burden

- Valvablejob
opportunities have

- Thecontinued
roll-out of the

and, as aresult,
streamlining

perceptions of
aninefficient

of long-term store
leases on our balance

b ided V. o L operations distribution network, sheet, Lo unlock
csrﬁjnrrﬁtz\;l\ez n csgaa;;rsgsuﬂjr:e Wwhere orders are shareholder value
I 1 ra .
' fulfilled
by opening new has improved Impacts dilit:reg?i)m
custorner fulfitment avallablty in - Operational various locations Impacts
centres ("CFCs™) participating efficiency wrth - Customer
L While CFC capacit M&S Food stores, our suppliers has perceptions and store
paiLy contributing to Improved, as we are Impacts performance will

struggled to meet
customer demand
at the startof the

improving colleague
and customer

now buying fewer
product tinesin

- Thecreation of
our MS2 division Is

Impraove as our
ageing, high-street

Covid-18 pandemic feedback. grester depth. improving the stores arerelocated
Ocade Retail's - Supply chain - Thismore economic customer experience to new prerises that
IMProving operations optimisation has buying has of M&S com - with provide a better

meanthatitis

now sustaimably
performing at
capacity. The ppening
ofanewCFCin
Bristol and openings

been anenabling
factorinour
continued
rvestment in
Remarksable Value,
meaning that

improved the
use of shareholder
Investment

~ However,
restructuring our
C&Hoperations

website and mobile
app developments,
and by using Sparks
to have rmore
personalised
relationships with
customers

customer experience

While ciosing stores
hasinevitably led to
some job losses,
much of our store
rotation 1s being

inthe forthcoming custormer value to be fit for future achieved with
yearwill continue perceptionis streamlined activities - New partnerships relocations, where
10 grow rapidly improved, has unfortunately have been formed the vast majority of
customer access resulted in colleague bylntroducing colleagues from
to M&S Food. redundancies in third-party brands on closing stores are

Marks and $pencer Croupplc

support centres.

M&S com, adding to
our style credentials
with customers

redeployed.



STRATEGIC REPORT

KEY PERFORMANCE
INDICATORS

FINANCIAL

CROUP PROFIT BEFORE TAX (PBT)

GROUP REVENUE & ADJUSTING ITEMS

2 -11.8% -89.7%
£9.0bn £41.6m
1718 |07 1718 |s809
18/19 |10.4 18/19 |s1.7
19/20 |10.2 19/20 ]403 7
2021 | © o 2021 |l 416

Group revenue before adjusting items on a 52-week basis decreased
1 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)

The Group delivered profit before tax and adjusting itermns of
£41 6 in & year characterised by unprecedented lockdowns,

resilient performance and disciplined management of costs

ADJUSTED EARNINGS PER SHARE (EPS)

3.8%
17118
18/19

19/20
20/21

I

The decrease in ROCE largely reflects the decrease 1n earnings
before interest, tax and adjusting tems.

l100

DIVIDEND PER SHARE

1 . 1 p -93.4%

17/18
18/19
19/2C
20/21 '1,1

|27.8

|23.7

6.7

Adjusted basic earnings per share was 1.1p(last year earnings of 16.7p)
due to lower adjusted profit year onyear

FREE CASH FLOW
(PRE SHAREHOLDER RETURNS)

Nil™

17/18 187
18/19 _' 133

19720 [ Jao

20/2% | Nil

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

o Alternative performance measures as outlined on the inside cover.
. These figures are reported on a 57-week basis,

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

£296.4m

1718 |a175

18/19 | 5808
19/20 Restated to 205.7

20/21

—  EZ

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

FINANCIAL
REVIEW

Eoin Tonge,
Chief Financial
Officer
FINANCIAL SUMMARY
53weeks
ending 52 weeks ending
3Apcl ) 27 March 21 28March 20 Change %
£m £m £m (52 week)
Group revenue before adjusting items 9,166.9 8,972.7 10,1819 -i19
UK Food 61385 5,994.8 6,028.2 -06
UK Clathing & Home 2,2390 2,986 3,209.1 3156
International 7894 7793 944 6 -17.5
Group operating profit before adjusting items 222.2 209.7 590.7 -64.5
UK Food 2286 213.6 236.7 -9.8
UK Clothing & Home (130.8) (129.4) 2239 -157.8
International 44] 451 Nn0.7 -59.3
MBS Bank and Services 1.9 2.0 16.8 -881
Share of result in associates and joint ventures 784 78.4 26 29154
Interest payable onlease ligbilities (124.9) (122.5) (133.4) 8.2
Net financialinterest 47.0) 45.6) (54.2} 15.9
Profit before tax & adjusting items 50.3 0.6 403 -89.7
Adjusting items (259.7) (242 8) (3359 277
({Loss)/profit before tax (209.4) (201.2) 67.2 -399.4
{Lass)/profit after tax {201.2) (194.4) 274 -
Basic (loss)/earnings per share (10)p 8.8)p 1.3p -
Adjusted basic earnings per share 14p 11p 16.7p —
Dividend per share ~ ~ 39 -160
Net debt' £2.52bn nfa  £3.95bn -10.9

| Duetoachange nthe Group's accounting policy to recognise BACS payments at tne setllement date, ratner than when trney are initiated, the comparative amounts for net debt
and free cashflow nave beenrestated.

Notes:

This year, we arereporting onthe 83 weeksto 3Apri 2021 Profit metrics are provided on a 53-week basisinthe Franc at Statements To provide a measningful companson with las:
year's 52-week period, all performancecommentary ntn s secionisstated onan unaudited 52-week basis, and all cash and net debt comnmentary s on a 53-week basis, unless
otherwise nated

Trere ace anumber of roa-CAAP meas yres and alternative profizmeasures (CAPM), discussedunthin this arnouncement and 2 glossary and reconailiabion o statutony medsuress
orowided onpage 191 Adjustedresults are consistent with how bus.ness performance s measured internally and presented to a:d comparanil Ly of performance Refer to adjusting
iternstabte below for‘urther detads
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GROUP RESULTS

Group revenue befare adjusting items was £9166 9m on a
53-week basis. Cna 52-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 a statutory loss
before tax of £{209.4)m on a 53-week basis {or £41.6m and
£(201.2ymrespectively on a 52-week basis).

Statutory loss before tax includes total charges for agjusting
items of £259.7m on a 53-week basis, including charges of £133.7m
related to organisational change, £95.3m in relation to store
closuresidentified as part of transformation plans, £7%.9m for
intangible asset impairments, offset by a £90.8m gain largely
relating to the release of a portion of the Covid inventory
pravision made in the prior year. For full details on adjusting
items and the Group’s related policy see notes 1and 5 to the
financial statements.

UK: FOOD

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

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

with these sales instead reported through Ocado 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.

% changetolY al Q2 a3l G4 FY
Food =21 16 2.2 -4.4 -C.6
Food LFL 2.0 34 2.6 27 1.3
Food LFL ex

franchise and

hospitality 7.7 8.6 8.4 28 69

Operating profit before adjusting items decreased 9.8%, largely
duetoan adverse miximpact on gross margin, which was only
partially offset by reduced costs which benefitted from
government support.

27March 21 28 Mar 20

52 weeks ended £m £m Change %
Revenue 59948 6,028.2 -06
Operating profit before

adjusting items 2136 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 iterns. To improve understanding we
provide additionatinformation 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
furtoughed colleagues (£41.9m), were also incurred in 2019/20

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 Em
2019/20 2367 2019/20 236.7
Gross profit (60.7) Lostgross profit (154 0)

from haspitality/

franchise
Store staffing 30.8 Gross profit growth 933

from core e

cateqories o
Other store costs 56.3 Direct Covid costs (69.0) F
Distribution and (46 8) Government 101.0 8
warehousing support E
Central costs (2.7) Othercost savings 56 E
2020/21 213.6 2020/21 213.6

- Cross profit decreased £60.7m or c.84bps primarily as aresult
of hospitality closures and lower convenience sales, partly
offset by strong growth in core categories and cost saving
programmes, including initial synergies of £21.4m from
Ocado supply.

- Store staffing costs declined £30.8m, primarily driven by
£45.5m of efficiencies enabled by technology improvements
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 moverment in other store costs largely relates to
government business rates relief of £70.8m), partly offset
by additional Covid-related cleaning and hygiene costs.

— Distribution and warehousing reflects the increased costs
as a result 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 £8.9m in the year; a detailed breakdown is given in
the Brexit section below.
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FINANCIAL REVIEW CONTINUED

OCADO RETAILLIMITED

The Group holds a 50% interest in Ocado Retail Ltd (Ocado
Retail”). The remaining 50% interest is held by Ocado Group
plc ('Ccado Group”). Full year results are consistent with the
quarterly results reported by Ocado Group on behalf of
Ccado Retail for the quarterly pericds ended 31 May 2020,
30 August 2020, 29 Novernber 2020 and 28 Febryary 2021

Group share of consolidated results of Ocado Retail Ltd

52 weeks

ended

£m 28 Feb 2021
Revenue 2,353.2
EBITDA before exceptionaliterns 189.9
Exceptionalitems 50.5
Operating profit 20472
Profit after tax 156.8
M&S 50% share of profit after tax 78.4

OradoRetail Ltd s reported as an associate of M&S as certainrights are conferredon
CGeadoGroup ple for animtial penod of at least five years from acquisition Cxceptional
wermns are defined withuo the Qcada Group ple Annual Report and Accounts 2020 Anpaar
year comparative is not provided hercasthe investment in Ocado Retail Lid was rade
part-way througn 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 1 September, M&S products have accounted for over 25% of
the average Qcado basket.

Qcado Retail EBITDA before exceptional items was £189.9m,
driven by the strong revenue growth and cost performance
reflecting a period of sustained high demand. Units per hour
throughput increased in customer futfitrment centres, with
operationalimprovernents across the network. Trunking and
delivery costs reduced as a percentage of sales due to fewer
deliveries per van, as a result of a higher number of iterns
perbasket.

In addition, Ocado Retait has recogmsed £50.5m of exceptionat
ncome before tax, largely related to insurance recepts for
business interruption for the period up to 28 February 2021
arising from the Andover fire in 2019,

As a result 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 Croup profit after tax.

40  Marks and Spencer Group ple

UK:CLOTHING & HOME

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

%change o az a3 a4 FY
Clothing & Home -61.5 -21.3 =251 -18.7 -31.5
Clothing &
Home stores -83.8 -395 -465 -606 -56.2
Clothing &
Home online 215 464 475 1058 53.9
Clothing &
Horme LFL -59.3 -21.2 -24.1 -i55 -298

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 28 Mar 20 % change
Traffic (m) 4175 308.8 352
Active custorners [rm) 2.0 59 525
Conversion (%) 72 63 059 pts
Average order value {£) 497 51.5 -35
Returns rate (%) 188 280 -92pts
Revenue £m 1,109.7 721.3 53.9

UK Clothing & Home online revenue increased 53 .9%. Following
initial disruption in April, online sales remained strong and built
momenrtum, with guarter four revenue up 105.8%. Cnline
customer traffic increased 35.2% driven by both direct and paid
search helping to drive 52.5% growth in active customers to 2.0m.
Growthwas 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 of fset 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 28 Mar 20 % change
Footfall,m

(average/week) 19 5% -67.8
Transacticns,m

(average/week) 1.0 21 -h24
Basket value (£) 306 323 -53
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
stere 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 & substantial improvement in online operating
profit, this was maore than offset by the decline in stores, with
lower costs insufficient to offset reduced overall sales.

27 Mar 21 28 Mar 20 Change
52 weeks ended Em £m %
Revenue 21986 3,2091 =315
Operating (loss)/profit
before adjusting items {129.4) 223.9 -157.8
Operating margin -5.9% 7.0% -12.9pts

The table below sets cut the drivers of the movemnent in Clcthing
& Home operating (loss)/profit before adjusting items. To improve
understanding, we provide additional infocrmation 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 other costs, for
example the ongoing costs of furloughed cclleagues (£129.1m),
were alsoincurred in 2019/20 and so are not visible. The full costs
and details of government support for furlough income and
business rates are detailed in a separate section.

Operating profitf{loss) TotalC&H Operating profit/(loss) Total C&H

before adjusting items. Em  beforeadjusting items £m

2019/20 2239 2019/20 2239

Gross profit (611.7) Lostgross profit (841.2)
from stores

Store staffing 1476 Gross profit growth 2295
from online

Other store costs 109.3 Direct Covid costs {18.7)

Distribution and (43.2) Government 196.4

warehousing support

Central costs 447 Other cost savings 80.7

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

- Cross profit decreased £611.7m or {218)bps. Adverse currency
movernents and under-recovery of fixed logistics costs within
margin impacted by (78)bps. Discounting increased (140bps
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 resuit of
£42.6m of efficiencies enabled by technology improvernents
in store. Store staffing costs include government furlough
support of £88.6m.

— The movement in cther stere costs largely relates to business
rates relief of £1G1.4m.

~ Distribution and warehousing reflects the higher costs to serve
online demand, both from the Castle Donington warehcuse
and shipments from store partially of fset by volume savings
from reduced deliveries to store. The overallincrease in
distributicn and warehousing costs was offset by delivery
income within revenue.
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— The decline in central costs was largely driven by lower
marketing activity, lower headcount and areductionin
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 cperating profit margin of
c14%, with higher volumes leading to increased leverage of the
online fixed cost base. Profitability also benefitted from a
reduced returns rate, although this was partially of fset by

the adverse impact of lower in-store orders. Conversely, the
operating loss in stores represented a margin on sales of c.(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
store presence and through partner websites, with sales growth
of 114.3% to £165.7m.

% change to 2019/20 QICC az2¢C Q3ICC Q4ccC FYCC Report:z
Total revenue 407 92 -104 102 -173 -17.5
52weeksended 27 Mar 21 28Mar 20 Change Change
Revenue £m £m % cCH%
Clothing & Home 483.2 6207 -221 -216
Food 2961 3239 -86 -9.4
Total 7793 944.6 -17.5 -17.3
Mermo:

Online revenye 1657 7712 4.6 14.3
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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
shiprments, particularly to Asia, partly offset by online growth
Food saleswere more resilient, particularly in the Middle East
and Asia, as Covid disruption shifted habits to favour eating in.
This helped offset the steep decline in travel franchise salesin
Europe and Brexit related disruption in quarter four.

Operating profit before adjusting iterms 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.

Operating profit before Operating profit before

adjusting items £m  adjusting items £m

2019720 110.7 2019/20 10.7

Gross profit (879} Lost gross profit (131.3)
from stores

Store staffing 14.0  Cross profit growth 43.4
from online

Other store costs 16.4 Online growth costs {23.6)

Distribution and (1.7 Government 131

warehousing support

Central costs 3.6 Othercost savings 328

2020/21 45.1 2020/21 45.1

Cross profit decreased £87.9m as lower store sales were only
partiatty mitigated by strong online growth. Store staffing

and other store costs declined. The costs of £10.8m 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 £7.1m 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&5 BANK & SERVICES

M&S Bank & Services income before adjusting items was down
£i4.8mto £2.0m. This was the result of a significant decrease in
incame from credit card and travel money sales. M&S Bank and
services income after adjusting items relating to PPl decreased
£4.6m to £(0.4)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 daor hasts and hygiene of £63.2m, incentives for
working through the pandemic for non-furloughed colleagues of
£28.5m and there was a slight reduction in cotleague holiday
hours of £3.9m.

In additicn business rates relief of £174.6m partly compensated
for the substantial loss of trade from closed space in Clothing &
Home 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
costs incurred for furlaughed colleagues of £181.8m.

Costs relating to
Covid withinadjusted
loss before taxin Group C&H Food International
2020/21 £m £m £m £m
QOperational
costs related

to Covid
Incentive for
non-furloughed
colteagues

Estimated lower
colleague
holiday hours 39 15 24 -
Direct Covid
costs

{63.2) (13.8) [49.4) -

(28.5) (6.4) (2209 o1

(87.8) (18.7) {692.0) (.0

Government
business rates
relief for

lost trade
Government
grants - furlough
income
Government
support

174.6 1ma 708 24

1315 95.0 30.2 6.3

306.1 196.4 101.0 8.7

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

218.3 172.7 320 8.6

(81.8) (129.) 41.9) {10.8)

36.5 48.6 {9-9) (2.2)




BREXIT

ADJUSTING ITEMS

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

2020721 UK Food international Total
Administrative

operating costs 99 4] 140
Tariffs - 21 2.
Net costs 9.9 6.2 16.1

Administrative costs include additional supply chain costs at the
Motherwell 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.
Tariffe reiate to duty on exports of Clothing & Home and
alements of the Food catalogue into the EU.

In additicn, 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

The Croup 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
GCroup's policy for adjusting items, please see notes 1 and 3to
the financial staternents.

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

Interest payable (899) (80.5) 9.4)
Interestincome 47 145 (9.8)
Net interest payable (85.2) (66.0) {19.2)
Pension net finance income 472 236 236
Unwind of discount on
Scottish Limited
Partnership liability (4.9) (6.9) 20
Unwind of discount
on pravisions (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 incorme due ta the increased IAS19 pension
surplius at tast year end. In addition, there was a decrease in the
interest payable on lease liabilities offset by lower interest
received ondeposits 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 BEFORETAX & ADJUSTING ITEMS

Group profit before tax and adjusting items was £50.3mon a
53-week basis, down £352.8m on last year. The profit decrease
was driven by the decline in Clething & Home and international
operating 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 £253.7m
on a 53 week basis (last year £335.9m).

53 weeks 52 weeks
ended ended
27Mar 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 pregrammes —
Other {5.8) (27.3) 215
Directly attributable to Covid 90.8 (163.6) 254 .4
Intangible asset impairments (79.9) (13.4) (66.5)
Sparks loyalty
programme transition (16.6) - (16.6)
Arncrtisation and fair
value adjustments arising
from the investmentin
Ocado Retail Limited (14.2) {16.8) 256
Remeasurement of
contingent consideration
including discount unwind on
Ocado Retailinvestment (6.8) (2.9) (39
Establishing theinvestment
in Ocado Retail Limited (1.7 (1.2) (0.5)
Store impairments and other
property charges 6.9 (78.5) 854
M&S Bank charges incurred
in relation toinsurance
mis-selling and Covid
forward econocmic
guidance provision (2.4) (12.6) 10.2
Cther (1.0) 235 (24.5)
Adjusting items (259.7) (335.9) 76.2
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FINANCIAL REVIEW CONTINUED

Ona 53-week basis, adjusting iterns charges were £259 7/, with
£16.9m incurred in week 53, largely related to restructuring costs.

Acharge of £133.7m has been incurred in relation to
organisational change. This included the integration of more
flexible management structuresinto 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 management,
and UK stores, with associated redundancy costs of £99.7m.

We expect this restructuring to generate annualised cost savings
of at least £115m.

Acharge of £95.3m has been recognised in relation to store
closures identified as part of transformation plans refiecting an
updated view of latest closure costs as & result of anincrease in
the number of stares in the programme. Further material charges
relating te the closure and reconfiguration of the UK store estate
are anticipated as the programme progresses with total future
charges of up to ¢ £268m estimated over the next 10 years,
bringing anticipated total programme costs since 2016 to be
uptoc. £926m

Again of £90.8m has been recognised as being directly
attributable to the Covid pandemic relating 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 Clothing & Home
stock has been much stronger than anticipated.

Acharge of £79.9m has been recognised in relation to
impairment of intangible assets, comprising £39.6m for the
impairment of Per Una goodwill, and the balance for replaced,
retired or decommissicned computer software assets.

Charges of £16.6rm 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 pregrammein
July 2020.

A charge of £14.2rm has been recognised relating to the
amortisation of intangible assets acquired on the purchase
of cur share in Ocado Retail.

A gain of £6.9m was recognised relating to the reversal of
previously recognised store impairments offset by newly
impaired stores. The Group has revised future projections for
UK stores {excluding those steres which have been captured as
part of the UK store estate programme) for the current view of
pressures impacting the retail industry, which is less negative
overall than previcusly 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 £225.1mto date and this deficit will

be deducted from the Croup’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
statutory loss 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 relief
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LOSS/EARNINGS PER SHARE

Rasic 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
sharesinissue during the period was 1,953.5m (2019/20: 1,894 .9m).
Basic loss per share on a 53-week basis was 10.1p.

Adjusted 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 S52weeks
ended aended
3Apr21 28 Mar 20 Change
£m £m £m
UK store remodetling 270 60.3 (33.3)
New UK stores 14a 333 18.4)
International 6.7 157 {3.0)
Supply chain 252 39.2 (14.0)
IT &M&S.com 47.6 811 (33.5)
Property asset replacerment 19.2 102.4 (83.2)
Acquisition of Jaeger brand 6.3 - 6.3
Capital expenditure
before property
acquisitions and disposals 146.9 3320 {185.1)
Property acguisitions
and disposals (0.3) 27 24
Capital expenditure 146.6 329.3 (182.7)

Croup capital expenditure before disposals decreased £182 7mto
£146.6m 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 in the year.

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

in a second Food ambient national distribution centre in

Milton Keynes and spend onimprovements ta Castle Domington
capabilities and our Bradford warehouse to support

online expansion,

IT & M&S.com spend includes costs related to the licence for the
Food ordering and allocation system and investrment in 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 programme in stores, althcugh this will
normalise towards pre-pandemic tevels going forwards.



CASH FLOW
52 weeks
53weeks ended
ended 28 Mar 20
3Apr2l restated Change
£m £m £m
Adjusted operating profit 222.2 590.7 (368.5)
Depreciation and
arnortisation before
adjusting items 6030 632.5 (29.4)
Cashlease payments (316.6) (335.7) 19,1
Working capital 2681 (67.8) 3359
Defined benefit scheme
pension funding (371 (37.9) 0.8
Capex and disposals (203.8) (325.9) 1221
Financial interest
and taxation (81.8) (171.1} 89.3
Investment in assaciate
Ocado Retail Limited n.z2 (577.8) 589.0
Investrment in joint venture (2.5) (2.5) -
Employee related
share transactions 18.5 97 8.8
Proceeds fromrights issue
net of costs - 574.4 (574.4)
Share of profit from associate (78.4) (2.6) (75.8)
Cash received from
settlement of derivatives 14.0 77 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 (1,288.6) (1,404.7) 16.1
Free cash flow after
shareholder returns 2964 14.6 281.8
Exchange and other
non-cash movements
excluding leases (17.8) 3.5 (19.3)
Closing net debt excluding
lease liabilities (1,110.0) (1,388.6) 278.6
Opening net debt (3,950.6) (3,981.5) 30.9
Free cash flow after
shareholder returns 2964 146 2818
Decrease in lease obiigations 184.3 2004 (177
New lease commitments
and remeasurements (48.3) {204.0) 155.8
Exchange and other
non-cash movermnents 23 19.0 (16.7)
Closing net debt {3,515.9) (3,950.6} 434.7

2019720 net debt and free cash flow figures have been restated Duetoachangein
the Greup's accounting policy to recognise BACS payments at the settlement date,
rather than whenthey areinibiated, tomaore appropniately reflect the nature of these
Lransactions, the comparal ive amounts have been restated

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

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

by higher payables in Clothing &Home and Food (c.£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 £77.2m relating to prier
year capital accruals.

The decrease in financial interest and tax payments to £81.8m
is due to the reduction in UK corperation 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 scheme.

Adjusting items cash outflow was £120.5m. This included

£92.1m relating to the costs of organisational change, £10.9m in
relation to the store closure prograrmmme, £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 Ocade Retail platform.
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FINANCIAL REVIEW CONTINUED

NET DEBT

DIVIDEND

Net debt excluding lease liabilities decreased £278.6m from the
start of the year.

Therewas a further reductionin the value of discounted lease
obligations outstanding. New lease commitments and
remeasurements in the pericd largely relating to 11 properties
were £48.3m of which 10 opened in the year This was more
than offset by £184.3m of lease repayments.

The composition of Group net debt is as follows:

52 weeks
53 weeks ended
ended 28 Mar20
3Apr21 restated V5
£m Em £m
Cash and cash equivalents 674.4 2542 420.2
Medium Term Notes (01,6821  (1,536.2) {145.9)
Current financial assets
and other 832 96. 12.9)
Partnership liability (185.5) (202.7) 17.2
Net debt excluding
lease liabilities (1,110.0) (1,388.6) 2786
Lease liabilities (2,4059) (2,562.0) 156.1
- Fuli-line stores (982.6) (1,054.8) 722
- Simply Food stores (727.0) 747.7) 20.7
- Offices, warehouses
and cther (494.5) {523.7) 29.2
- International (201.8) (235.8) 34.C
Group net debt (3,515.9) (3,950.6} 434.7

2019/20 nek debt andfree cash flow figures have been restated Duetoachange inthe
Group'saccounting policy to recogruse BACS payments at the settlemnent date, rather
thanwhen they are inibated, to maore appropriately reflect the nature of these
transactions, the comparative amounts have beenrestated

Of the outstanding discounted lease cormnmitment 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 strong liquidity position is as a result of free
cashflow performance and a £300m bond issuance in November,
which was used to partly refinance the bond maturity duein
December 2021

The refinancing of the Group’s December 2021 maturity, along
with the successful negotiations in March 2021 to extend the
relaxation of covenant measures on the revolving credit facility
upto andincluding March 2022 mean that the Group has liguidity
headroom of over £1.5bn.
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We did not pay a final dividend for 2019/20 and the Board has
previously announced the decision 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
atriennial actuarial valuation of the Scheme at 31 March 2021 as
required by statute. The assurmptions to be used are agreed
between the Trustee and the Company. The Scheme surplus on

a statutory basis was £652m at the last actuarial valuationin 2018.

In September 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 around 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
Croup’s exposure to changes in lengevity, interest rates, inflation
and other factors.

STATEMENT OF FINANCIAL FOSITION

Net assetswere £2,785.8m 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 riskmanagement as an essential tool to support the successful delivery of our
transformation and broader strategic priorities and allow us to respond effectively to the
challenges facing our business, the retail sector and the communities we serve.

APPROACH TO RISK MANAGEMENT

Our approach to risk managerment is
simple and practical. The Audit Commitiee,
under delegated authority from the

Board, is accountable for overseeing the
effectiveness of cur risk management
process, including identification of the
principal and emerging risks facing M&S

The risk management process

mirrors the M&S operating model

with each business and functional area
being responsible for the ongeing
communication and feedback of their
existing and emerging risks. This process
comprises the identification, assessment
and effective mitigation of their risks, as
well as continuous monitoring for changes
to their risk profiles (see diagram below).
Thisincludes:

- Risks consistently identified, measured
and reported against set criteria which
considers both the Likelinood of
occurrence and potentialimpact to
the CGroup, with clear ownership.

- Eachbusiness and functional area
rmaintaining detailed risk registers

with mitigation plans which are
approved by their respective leadership
teams and discussed with appropriate
Executive Committee members.

Direct reporting to the Audit
Committee of risk and mitigating
activities by each of our business and
functional leadership teams on an
annual basis

A formal half-yearly review of all risk
registers by the Group Risk team.

Forming an overarching summary view
of risks, combining both top-down and
bottom-up perspectives, to providea

consolidated view of Group-levelrisks.

Swift and continuous action to
reassess risks across the business
in response to significant changes
or events.

Proactive consideration of emerging
risks where the full extent and
implications may not be fully
understood but need tobe
monitored nevertheless.

The overall assessment of our principal
risks and uncertainties considers the
impact of changes in the external
environment, our strategy, our
transformation programme, corg
operations and our engagerment with
external parties.

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

Underpinning this process is the Group
Risk Managernent Palicy which continues
to be reviewed to ensure that it remains
appropriate for our business needs and
governance responsibilities. An overview
of the key features of the Palicy and the
principal risks and uncertainties are set
cut on the following pages.

The directors assessment of the long-term
viability of M&S is also reviewed annually,
mindful of the principal risks faced. The
approach for assessing long-term viability
can be found on page 57

RISK MANAGEMENT PROCESS AND GOVERNANCE OVERVIEW

The following diagrams provide an

InLerral reporting

Parties involved Externalreporting

overview of the risk management }
process and aclivities undertaken

within our business that allow

the Board to fulfil its obligations

under the Corporate Covernance

Code 2018.

- Overlay of Group-level risks

Ongoing
communication
& feedback

Risk identification & ownership
Risk assessment
[ Risk response

Risk monitoring,
reporting & escalation

Consolidated Group-level risks

- Consetidation of significant nsks from
underlying risk registers

- Reviewand agreement of the principal
risks by the executive directars

- Review and approval by the Audit Committee

Business and functional risk registers

Development and ongoing maintenance of
risk registers, including consideration of
emearging risks, by the business and functional
leadership teams

Review and challenge of nsk content and
quatity of mitigation plans by CGroup Risk

Review and challenge of risks at
leadership forums

Current issues and areas of change

- Monitoring of emerging areas of change
or issues that may becorme significant at
a Group level

Top-down

\/
/\

Bottom-up

- M&S Board Principal risks
- Audit and uncertainties
Committee — Asummarised
- Executive version of
Committee principal risks for
~ Group extelmal reporting
Risk team - Review and
approval by
the Board and

Audit Commitiee

- Group
Risk tearn

— Business
and
functional
leadership
teams
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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.
Cur established processes have operated
to allow consideration of the principal risks
and uncertainties to be undertakenin
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
conseguences of the virus on the risks we
manage, both at Group and at business
and functional level. This activity has
continued throughout the year.

Ourdisclosure therefore provides an
averview 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
consequences of the pandemic on our
principal risks and the mitigations that
feature alongside have been included
within the narrative on pages 51to 56.

This should be read in conjunction with the
narrative included inthe 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 changes to
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 ourown, and
associated third-party, activities across
these areas of responsibility, and our
commitments to act in a manner that
meets with the expectations of

our stakeholders.

Following the launch of M&S products
online, our previcusly 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.

Our articulation of the following risks
have evolved more materially:

- The focus of our Brexit risk has
shifted from the uncertainty of the
event itself, to understanding and
responding to the specific unknowns
that rermain prominent, Like the
implications at the end of the EU-CB
grace pernod on the flow of preduct
into the UK, and the long-term status
of the Northern Ireland Protocol on
our operations and performance.

- Qur strategic third party relationships
play a significant role in supporting a
wide range of business activities and
risk mitigation, like supporting our
source-to-shelif processes, our
caompliance obligations and in
helping maintain key infrastructure.
Te reflect the extensive role of our
third-party relationships, we have
disaggregated our previously
disclosed Third Party Management
risk and incorporated key elements
into other principal risks.

~ Taking a similar approach, our Brand,
loyalty and customer experience
risk has also been fragmented. A key
compoenent 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 our Sparks
programme, this risk element has
been removed, but we continue to
recognise the strategic importance of
our loyalty programme in supporting
our trading performance. In addition,
delivery of gaod customer experience
underpins a number of our other risks
and we believe that all of our risks
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 importantin driving
effective strategic planning. This allows us
to monitor and understand future impacts
and build these into our decision-making
processes. Key emerging risks that we are
monitoring include:

- Theimpact of climate change on aur
operations, supply chain, regulatory
environment and our ability to continue
providing high quality products to
our customers. Linked to this, our
response 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.

Theirmpact of regutatory changes,
such as the potential introduction of an
attestation over internal controls,
similar in nature to the US Sarbanes-
Oxley ("SCOX") legislation, in the UK and
the replacement of the Financial
Reporting Council with a new regulatory
body, which could impact the strength
and oversight received as well as
increase the scrutiny on auditing and
future reporting requirements.



WHAT WL 1IAVLC LEARNT FROM
THE PANDEMIC

The impacts of the Covid-19 pandemic

as it evolved over the past year have
influenced the profile of cur 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 cverall governance and
effectiveness of our organisational
activities by re-examining 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 demonstrated great
resilience and capability in responding

to one of the biggest crises experienced.
Our ability to determine, plan and execute
changes swiftly and effectively with
streamlined 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 achievements include:”

Maximising commercial opportunities by:

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

0006

Refocusing our strategy to:

- Establish our integrated Clothing &
Horme online and data business division,
MS2, to maximise online opportunity. @

- Use our stores as fulfilment centres for
online orders, enabling better stock
rotation and responsivenass to
customer demand.

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

Talent, cutture

o Trading performance
and capability

recovery

Business
transformation

o Brexit

o Ocado Retail

Food safety
and integrity

Social, ethical
and environmental
rasponsibility

@ viquidity and funding

The relaunch of Sporle as o 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
cyclesthat provide flexibility and speed
in adapting to changes in customer

demand. (P

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

Improving our organisation and Ways of

Working by:

- Using technology to enable a
permanent shift towards flexikle
working that continues to allow the
business to work remotely (locally and
internationzlly) without the loss of
business-critical systems. @@

- Streamlining and strengthening
leadership roles.

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

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

- Collaborating with suppliers to use
techinology capabilities on product
innovation, design and sampling.o

Strengthening our governance by:

— Operating a simplified delegation of
authoerity that drives action-crientated
decision-making by removing the need
for excess hierarchy, which allowed us to
execute changes premptly in order to
optimise our pandemic response. @

- Applying a more cansistent approach to

return on investment and increased
focus on overall cash management,
including working capital. @ {gh

o Technology and
digital capability
Business continuity
and resilience

o Information security
Carporate

compliance
and responsibility

Leading the pandemic response by:

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

00¢

Where we have more todo

While we have successfully navigated
our business through the pandemic,

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

-
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- Accelerate our store astate
transformation to meet with the needs
of amaodern 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 of 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
addressthis, the businessis focusing on
delivering faster moving and innovative
ranges at trusted value, which will allow
for more efficient cost bases and
improved range and volume ptanning.

- Being better prepared to address a
similar crisis situation, like the
pandemic, by ensuring that we
communicate in an even more timely
manner 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
required 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 as around
social distancing, to prevent breakouts
and multiple self-isolations.
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HOW OUR ASSURANCE PROCESS HAS EVOLVED AS A RESULT OF THE PANDEMIC

Our Never the Same Again programme
has been used to implement learnings
from Covid-19 as part of our permanent
Ways of Working and to support key

risk mitigations.

Throughout the pandemic we have maintained robust
controls over cur 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 activities 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 responsibility {8
Technotogy and digital capabilities @

Centralised compliance
platform and reperting
tool to view FHS data in
realtime.

145 suranCes
acivities

. Colleague in store
We have refined some of our assurance 9

confirming store opening

programmes to allow for continuous desk- checks through our app,

based auditing combined with appropriate

in-person validations that replace entirely

on-siteinspections,

Where we started The challenge Ourresponse Never the Same Again

— Primarily site-based

- Government guidance

audit programmes
across UKand
international locations,
including stores,
warehouses and offices,
as well as franchise-
owned stores and
supplier factories

- FHSdocumentation

largely stored locally, on
paper (risk assessments,
evidence of safety
checks, ete)

- Manual submission

of incident and
accident data, used
centrally to create
management reporting

and lockdown
restrictions inthe UK
and internationally
making travel and
access to sites for FHS
Inspections unfeasible.

Resource pressures
impacting second line
assurance teams as
well as the experience
in stores
Asubstantialincreasein
external enforcement
activity n the UK and
internationally

Marksand Spencer Group plc

We redesigned aur
processes by settingup
remote audits, Including
live video streaming
Leading Lthe Food
industry response by
setting up remote
supplier factory
auditsinternationally

Use of third-party
assurance cutput te
support gaps invisiility
of supplier sites during
remote audits{e.g pest
control reports)

Introduced compliance
self-assessments for
sites, central storage

of risk assessments,
enabled live update of
accident data and of
store opening and
closing checkstoa
centralreporting
systemand an app.

Actively worked with our
UK Primary Authornty
Partner to strengthen
our Covid-19 risk
assessments and agree
Our revised assurance
methodology.

- Risk-based audit
programme with
targeted on-site
inspections supported
by remote assessments
using real-time data
and digitally stored
FHS information

- Livedatamigrated to

our Big Data platform
and accessible through
anapp

- Driving greater
accountability at sites
foractively reporting
and supporting
remote audits.

Behavioural changes
driven by the
pandemic will keep
safety atthe
forefront of

our minds for

many years.

- Inlinternational, our
assurance processes
continue to be adapted
as local leckdowns
change indifferent
countries. However
remote audits will
continue to be usedin
thelonglerm,to
support more frequent
vistbility in higher-risk
areas and Lo upskill
local teams in FHS



PRINCIPAL RISKS ANDUNCERTAINTIES

RISK

RISK

OR>

Risk rnovernent
Qj») Nochange

CN) New risk

DESCRIPTION

Trading performancerecovery

Failure of our Food and/or 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,
operational efficiency and business performance.

Context

~ M&S competes with a diverse range of retailersin an
heasiigly challenged sector faced with continued
cost and pricing pressures, shifts in consumer behaviours
and a broad range of macroeconomic uncertainties, all of
which have been exacerbated by Covid-19

- Responding with commercial agility as we emerge from
the pandemic to deliver the right producl ranges and
style credentials from source to shelf, with clear pricing
architecture and availability, has become more
imperative Ourability to predict and meet changing
cuslomer expectations and demand as conditions
‘normalise’ will impact our success in doing this.

-~ Underpinning our recavery s our prograrmme of
transformationalimprovements, delays Lo which
could stermn aur recovery and negatively impact
our performance.

Oversight by Executive Committee

Link to strategic pricrities

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
Crilical projecis underpinning our Lransformation include

- Continuing Lo evaluate cur transformaticn pregrammein
response to tonger-term changes in custemer behaviour,
including those directed by the pandemic and Brexit

- Reshaping, modernising and delivering a UK store estate
thatis fit for the future, with the right stores in the right
spaces, impraved integration between online and store
experience as well as creating shopping facilities that
drive cnni-channel growth and meet the expectations of
our larget customers,

- Modernising our supply chain and logistics activities to
improve speed, operational effectiveness and avalability and
to reduce costs Supported by investment in legacy systems

- Functionally led transformations relating to people,
lechnology, and digital and dala are key to supporting
overall business change.

Oversight by Executive Committee, Strategy and
Transformation Office

Link to strategic prionties |I|

Strategic priorities

Q) increased net risk exposure m A strong Food business positioned
s i forgrowth
(4} Reduced net risk expasure

MITIGATING ACTIVITIES

- Strongsenior leadership team capabilities in both Food and
Clothing & Home through continued targeted recruitment.

- Anestablished operaling model consisting of a family of
accountable businesses who share M&S brand values,
support functions, technolagy and customer data.

- Managing Directors for each of these businesses with full
accountability for their performance

- Operating Reviews Lo enable executive oversight and
effactive governance of each business

- Continued delivery and discipline around cosL, range,
value, prices and availlability to broaden customer appeal

- Expanded initiatives lo make products available
conveniently to customers through contactless home
delivery and Scan & Shop

Key developments

— Qur Never the Same Again programme clearly aligned with
the strategy and objectives for each area of Lhe business

- Eslablished anintegrated online division, M52, 10
turbocharge online growth for Clothing & Home, and
introduced new brands

- Relaunched"Remarksable™ in Food to promote trusted
value, and established our “Food Innovation Hup™

- Proactive management of excess stock resulting from
the lockdowns.

- Expanded our International online business, with launch
of new websites providing access to more markets,

- Evolved our Sparks programme toreach 10musers,
with access to more customer data linked to driving
commercial decisions and personalised relationships

MITIGATING ACTIVITIES

- Continued focus on our Never Lhe Sarme Again approach
Lo prioritise transformation delivery, balanced with robust
cash management disciplines.

- Applying programme gavernance principles for all core
projects with clear accountabilities and milestones in place.

- Mainlained momenturm to deliver supply chain
capabilities and efficiencies across the Food and
Clothing & Home businesses

Key developments

- Set upof our Strategy and Transformation Office todrive
Croup-level focus, consislency and challenge.

~ Keyonline growth initiatives executed and planned
through Ocado Retail and M52,

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

— Cantinued development of the Vangarde Supply
Chain Programme in Food, which 15 delivering
improved availability.

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

A suecessful transition to M&S product Accelerated rotation of the Store Estate
on Ocado Retail and growing capacity

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

RISK

RISK

@ W=

DESCRIPTION

Brexit

Failing to mitigate the continuing costs and friction
arising from the complexities surrounding the

border and further devetopmentsin the Trade and
Cooperation Agreement ("TCA”) may have a significant
andlong-termimpact on our trading performance.

Context

As a result of the implications of the UK's exit from the
European Urnicn (EU), our EU businesses need to be
reconfigured to manage new challenges. In addition,
anumber of uncertanties still remain following Brexit that
are largely outside of our control and require continued
monitoring and flexibility in our response. Key implications
of these include’

- Permanent increases in cost base and time relating to the
movement of goods across borders and compliance
wilh the TCA{including the evolving reguirements of the
Northerr Ireland Protocol and eventual end of the EU-GB
grace periad)

- Increased complexity and cost ineffective markets,
particularly the Republic of Ireland, Northern Ireland
and france

- Access toand availability of labour for our business and
within the supply chain

- Costs passed onfrom our suppliers as they set their
past-Brexit policies,

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

Oversight by Brexit Steering Committee, the Board

DESCRIPTION

Ocado Retail

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

Context

~ The nvestment in Ocado Retail is part of our strategy
forimproving our online reach and capability. Since the
launch in September 2020, we have seen growth inthe
anline grocery market with anupward trajectory for
the future that offers us the opportunity to strengthen
our investment

- There are two core aspects of our retationship with Ocado
Relail that we are actively focusing on

Developing our working relationshipwith Ocado Retail
and evolving our ways of working to ensure alignment
of our strategies in a way that supports innovation

and growth

Maintaining a seamless supply process to support
customer fulf tment - existing and in bne with future
growth - and seeking cpportunities to expand and
refine product ranges

Oversight by Ocado Retail Board

Link to strategic priorities

Marks and Spencer Group plc

MITIGATING ACTIVITIES

A cross-business working party remains in place to
coordinate post-Brexit activity, including scenario planning
with financial and operationalimpact assessmentsas
long-termimplications are understood.

Risk assessments undertaken by each of our businesses to
enable them to plan and execute the operational changes
nesded to manage Brexit

Regular updates 1o the Board and Audit Committee
cutlining risks and actions being undertaken

Continued engagement with key government and industry
bodies torepresent M&S's views, inctuding the UK Border
Development Croup, with access to the Department for
Environment, Food & Rural Affairs, HM Revenue & Customs
andthe Food Standards Agency.

Key developments

Worked quickly to expand curunderstanding of the TCA and
address immediate operational issues of product flow Lo our
European markets.

Cantinued to actively work with government and industry
bodies to drive a simpler custams and exports process
Investigated Lariff mitigation for the re-export of preduct,
including working with HMRC to reduce the burden of tariffs,
forexample, Returned Coods Relief

Implemented a UK customs warehouse environment.
Improved and automated activities Linked to the customs
process Lo reduce administration costs

MITIGATING ACTIVITIES

ME&S norminated directors are part of the Geado Retal
Board, with collective sign-ofl of business plans directing
the growth of Ocado Retail

Established data and technelogy interfaces with
Ocado Retail.

Continued communication under lockdown with the Board,
senior management and among the M&S-0Ocado Retail
operaticnal teams

Continued operation of a dedicated M&S Ocada delivery
team, supported by senior leadership, to coordinate
sourcing, praduct development, product ranging,
customer dataand marketing

Key developments

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

Invested to expand capacity with 1he launch of a new
customer fulfilment centre in March, and plans for two

maore this calendar year



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK DESCRIFTION

Talent, culture and capability

Qurinability to evolve the culture of our business
aswell as develop and retain the right talent 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 fartunate to employ a vast number of talented
individuals and it 15 essential that we have the right
processes in place to identify, develop and retain this
talent for the future

- Understanding the changing retalltandscape is core
to the 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 skitlls needed for the future.

- Thechallenge of effectively managing talent,
performance and succession using systems that have
become outdated could resull in increased resource
management and development costs.

- The needlo effectively engage, motivate and connect
with our colleagues acreoss a multi-generational, diverse
workforce is key to delivering productivity and supporting
the transformation of our business while driving customer
loyalty thraugh a differentiated service proposition.

- The broader implications of Brexit on the availability
of labour and key skills continue to be manitored.

Cversight by Executive Committee

RISK DESCRIPTION

Food safety and integrity

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

= O

Context

- Food safety and integrity remain vital for our business
We need Lo manage the potential risks to customer health
and consumer confidence that face all food retaiters.
This includes considering how external pressures on the
foodindustry and wider economic and environmental
changes could impact the availability and integrity of
our feod, the ability Lo operate all routine controls,
our reputation and sharehclder value

- Manyof these external pressures, including inflationary
costs, labour quality and availability, increased regulatory
scruliny and animal disease are heightened to a degree
by the pandemic and our exit from Lhe European Union.
These are also largely outside our contrelbut are
nevertheless monitored and mitigated where possible

Oversight by Consumer Brand Protection Committee

Risk mavermnent
G}) Neo change
@) New risk

Strategic priorities

CT‘] Increased net risk exposure A strong Food business positioned
N _ for growth
(_l,/ Reduced net risk exposure

MITICATING ACTIVITIES

- Continued investment in external hires to strengthen
capability, improve guality and diversity of talent at
all levels.

~- Investment ininternaltalent to strengthen the leadership
pipeline and develop our future leaders,

- Embedded guality new starter experience across all areas
Lo allow effective onbearding, engagement and retenticn,

- Continued the project to update our HR systems.

- Business invelvement Croup whichis actively involved in
colleague engagement and representation throughout the
business, including Board meetings
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- Capitalising on Lhe popularity of our M&S Alumini to engage,
energise and re-attract great talent,

Key developments

- Direct Executive Commitlee member ownership of HR
matters

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

- Launch of anupdatled performance management process.

- Tatal reward review completed with benchmarking of all
pay and benefit components and transparency on fair pay,
including gender, ethnicity, disability and age. Commenced
implementing initialives that reflect colleague expectations,

- Launch of adigital-specilic apprenticeship programme
driving digital lteracy and capability building.

MITIGATING ACTIVITIES

- Food Safety Poticy and Standards, with clear accountabitity
set at atl levels

- Defined Terms of Trade, manufacturing standards,
specifications for “from farmto Tork”and operating procedures.

- Risk-based store, supplier and warehouse audit programmes
by an independent third party, including franchise operations

- Qualified Food Technology team, with continuing
prefessianal developrment.

- Risk assessment process in place for new food initiatives
- Quarterly internal review of our control framework

— FEstablished processes for the development and legal
sign-off for product packaging.

- FoodIndustry Intelligence Netwerk membership at Board
and Executive Committee level,

- Live andtested crisis management pian for food incidents

Key developments

- 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-19tests for technologists to enable urgent site visits

~ Enhanced monitoring of quality and custemer complaints

- Additionalreporting to the leadership team of Covid-19
implications on our supplier assurance pragramme,

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

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

on Ocado Retail and growing capacit;
9 gcapacity E International business focused on major partnerships and online
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PRINCIPAL RISKS ANDUNCERTAINTIES CONTINUED

RISK

©

RISK

DESCRIPTION

Liquidity and funding

Aninability toc maintain short- and long-term funding
to rneet business needs or 1o effectivety manage
associated risks may influence our ability to
transform at pace, as well as have an adverse

impact on business viability.

Context

- While we have continued to actively manage our cash,
Uigquidity and debt position during the pandemic,
resulting in a more posilive out-turn than anticipated,
our focus on this remains strong.

- Availabilily of, and access to, appropriate sources and
levels of funding is important for the continued operation
of business activity, as well as successful and timely
delivery of our transformation. Our ability to repay debt
and fund working capital, capital expenditures and other
expenses depends on our operating performance,
ability to generate cash and to refinance existing debt.

- Recoverability of aur trading performance will
influence our cash position as we emerge more fully
frorn the pandemic

- We also have pension fund commitments that require
aclive managerment and monitoring.

Oversight by Executive Committee, the Board
DESCRIPTION

Social,ethical and
environmental responsibility

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

to meet their expectations.

Context

~ We conlinue to operate increasingly complex supply
chains where changes in the external environment and
challenging economic conditions, Including theimpact
of Covid-19 across the globe, make ethical and sooial
1ssues open Lo mismanagement and exploitation
We recognise that these could occur anywhere in our
supply chain networks as well as our own operations.

~ Setting and adhering to appropriate environmental,
human rights, animal welf are and ethical standards
and commitments is important in maintaming our
reputation as a responsible company

Oversight by Executive Committee, ESG Committee

Marks and Spencer Group ple

MITIGATING ACTIVITIES

Af£1.1bn undrawn, revolving credit facility in place untit
Aprit 2023 and £674 Am of cash and cash eguivalents

Measuresimplemented to manage cash and liguidity at the
start of the pandemic continue to be mantaned, including:

Increased scrutiny and challenge over expenditure such
as discretionary and capital spend.

Dividend deferral.

Use of government support measures like the temporary
furlough of cotleagues, business rates holiday and
deferral of tax payments,

Agreement to relax/waive covenant conditions for our
revolving credit facility

Close monitaring and stress testing of projected cash and
debt capacity, financial covenants and cther rating metrics,

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

Continued dialogue with the market and rating agencies.
Pension fund assets fully offset pensian scheme liabilities,

Key developments

Implemented arobust three-year planunderpinned by
financial processes linked Lo strategic priorities.

Active debt management with the issue of a £300m bond
and partial tender of the December 2021 bond rmaturity
Focus on working capital management to continue to
improve cash flow and reduce reliance on bank facilities.
Agreement received from Lhe syndicate of lending banks to
extend the relaxation of covenant measures on the
revoiving credit facility up to March 2022,

MITICATING ACTIVITIES

Established ethical audit programme, aligned with Sedex,
including annual factary audits for manufacturers globally.
Risk-based ethical assessment programme in Food across
all suppliers maintained.

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

Maodern slavery training rolled out across relevant teamns,
Hurnan Rights & Modern Slavery Policy shared with
International owned-business and franchise Leams
Mandated use of the Sustainable Apparel Coalition's Higg
Facility Environmental Module, that measures social and
environmentalimpacts of factories

Live and tested capabilities and protocals to respond
immediately to an incident.

Key developments

Croup Plan A prograrmmme reset with clear accountabilities
set for each area in our family of businesses to address
environmental and ethical standards in products,
packaging, greerhouse gas ermissions and waste.

ESG Committee 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 intiatives within
Clothing and Home.

Maodern Slavery Intelligence Networklaunched to alert
M&Stoissues inthe Food supply chain,

Minimum standards for responsibility set for Clothing and
Homethird-party brands



PRINCIPAL RISKS AND UNCERTAINTIES CONTINUED

RISK DESCRIPTION

Technology and
digital capability

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

> ©

Context

- Thedigital world continues to evolve at an unrelenting
pace, influencing consumer expectations and behaviours,
aswell as placing increasing demands on ourtechnology
and ways of working,

- Dataunderpins everything we do and we remain focused
on equipping colleagues with the right tools and
capabilities to drive effective decision-making.

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

- Increasing the use of tools such as Al and machine
learning is fundamental to providing insights and a
differentiated service to our custormers

Oversight by Executive Committee

B

Link to strategic priorities

RISK

10

DESCRIPTION

Business continuity
andresilience

Failures or resilience issues at key business locations,
such as at Castle Donington, cur primary online
Clothing & Home distribution centre, could resultin
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

- Asour online business grows, Lhe scale of risk to our sales
and growth ambitions increases from a suslained period
offline and aninability Lo fulfit cnline ordersdusioa
major incident at our Castle Doninglon fulfilment centre

- Thelossof other locations, such as the dedicated warehouses
that store beers, wines &spirits and frozen goods inthe UK,
or support facilities {like far IT), could also impact us.

- Qur dependency on major suppliers, service providers
and business partners means that significant incidents,
long-term resilience issues and recoverability for these
third parties would impact our own business.

- Therisk sternming from Lhe complexity and fragility of
global supply chains continues to be emphasised by the
pandemic - notably, the initial impact from China and in
turn from key sourcing locations Like Bangladesh and
India where we have a high supply dependency.

Oversight by Executive Committee, Crisis Management Team
Risk movement Strategic priorities
G)) Nochange

(N) New risk for growth

(L) Reduced net risk exposure

(D Increased net risk exposure m A strong Food business positioned

MITIGATING ACTIVITIES

Anomni-channeltechnaology strategy, supported by
prioritised investment and aligned with Group and individual
business strategies

Guarterly benefits tracking of key programmes in Line with
spend targets and value outcomes

Furtherinvestment in technology and digital innovationand
capabilities to enhance both customer and colleague
experence m store, itke supporting the 10x" store plan.
Improved ITinfrastructure, including increased bandwidth.
Continued the shift te cloud-based technolegy

Ongoing cellaboration with our technology parlners to
drive our Digital First ambilinn, e g. TCS and Microsoft.
Ongoing focus on technology risk, assurance maturity and
roll-oul of a structured IT controt methodology
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Key developments

New technology strategy and three-year investment plan
that is aligned with business strategies and objectives
Increased adoption of cur mobile app by existing and new
customers providing access Lo vatuable data

Successful launch of our BEAM Data Academy with

digitat learning programmes for all colleagues

Increased personalisation of our end-to-end digital
custormer experiences using in-house capability.
Transforming our M&S Bank product and service of ferings

tocreate a digitally enabled shopping and payment
experience for customers

MITIGATING ACTIVITIES

Adedicated and experienced Business Continuity (BC)
team with an established Group Crisis Management process
that continued to operate throughout the pandemic.

Maintained updated BC plans for key activities across our
cperations, including of fices, warehouses and IT sites in
response to changing government guidance

Group Incident Management procedures in place,
including for criticat third parties,

Risk-based BC assessments for stores, sourcing officesand
warehauses and validation of key supplier arrangements

Insurance to cover remeadiation and business inlerruption.

Enhanced capabilities at Castle Donington 1o manage
technology failure.

Active engagement with the Retail BC Association and
government-led forums.

National Counter Terrorism Information exchange member.

Key developments

Expanded fulfilment capabilities through "buy online ship
from store” {(BOSS)and the use of alher warehouses in our
network to meet online growth,

Continued supporting suppliers through disruptions caused
by the pandemic and Brext

Colleagues globally continued to work from home without
the loss of any business-critical systems.

BC dashboard launched to shift our governance
pregramme Lo a live digital ptatform

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

on Ocado Retail and growing capaci " . . -
9 9 capacity [3] mternationat business focused on major partnerships and online
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PRINCIPAL RISKS ANDUNCERTAINTIES CONTINUED
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RISK
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RISK

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 custorner confidence.

Context

- Thencreasing sophistication and freguency of cyber-
attacks in the retaitindustry and within supply chains
highlight an escalating information security threat.

- Our reliance on several third parties hosting critica!
services and holding M&S and customer data also means
weaknessesintheir cyber and data controls may impact
us, and requires continued assessment and oversight.

- The profile of information technology will change as we
develop our data and digital capabilities, expand anline
services, adopt cloud more widely, deliver ‘intetligent’
stores, andincrease our reliance on insightful data.

- Longer-term changes stemming from the pandemic
such as the increase In customers using e-commerce,
the growing number of digital and mobile shopping
channels and changesinthe patiernof office/rome
working, all impact the overall risk

Oversight by Executive Committee

DESCRIPTION

Corporate compliance and
responsibility

Failure to deliver against our legal and regulatory
cbligations, as well as responsibility commitments
would undermine cur reputation as a responsible
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

- Thencreasingly broad and stringent legal and regutstory
framework for retallers creates pressure on business
perfarmance and market seatiment reguicing continual
improvements in how we operate to maintain compliance

- tew and evolving regulatory requirements needing focus
and appropriate capabitities to comply with including
mandatory Task Force on Climate-related Financial
Disclosures ("TCFD" recommendations, plastics recycling
Largets, new restrictions on the promotion of feods high
in fat, sugar and salt and the proposed EU Directive on
Corporate Due Diligence and Accountability that
envisages mandating due dligence of key 1ssues within
end-to-end business supply chams.

- Non-compliance may result in fines, cnminal prosecution
for M&S or colleagues, Litigation, additional investment
tarectify breaches, disruption or cessabion of business
activity, as well as impacting our reputation.

Oversight by Executive Committee, Fire, Health & Safety
Committee, Consumer Brand Protection Committee,
Bank and Services Compliance Monitoring Committee

Marks and Spencer Group plc

MITIGATING ACTIVITIES

- Dedicaled Information Security function, with multi-
disciplinary specialists, supporied by a 24-hour Security
Operation Centre and mature Incident Management.

- Information Security Improvement programme delivery,
aligned with our digital and dfata protection strategy

- Information security obligations included in appropnate
third party contracts and 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
impravement in cantrols, policies and pracedures.

~ Embedded secunty throughout digital product lifecycle
and operations model

- Focused security assurance, security architecture and
security hygiene atound significant change activities

— Netwark of Data Proteclion and Security Compliance
Managersin priority business areas

Key developments

- Priorilised investment to improve our ability to detect and
respond to the increase in breaches during the pandemic,

~ Completion of two independent cyber security reviews.
- Formalreview of security controls ininternational affices.

- Targeted information security ahd Cyber Resilience review
of key suppliers.

MITIGATING ACTIVITIES

- Code of Conductin place and underpinned by policies and
procedures in core areas of regulation and responsibility,
including hurnan rnghts, 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-bricery and
corruption, data privacy, and information security

- Establishedin-house regulatorylegal tearn in place,
including specialist solicitars, which conducts horizon
scanning on key regulatery and legislative changes

— Issue leaders embedded in the business Lo drive compliance
Inkey risk areas, e.g CSCOP{Groceries Supply Code of
Practice) and ethical sourcing.

~ Continued proactive engagement with regulators,
legislators, trade bodies and policy makers

- Maintained monitoring and regulatory reporting
commitments on environmental and social issues.

- Continued opersting auditing and monitoring systems

- Customer feedback and public sentiment en regulatory
compliance is monitored, ncluding social media trends.

Key developments

- Firstcycle of reporting Code of Conduct complianceto the
Audit Committee

- Continued to manage compliance with evolving
gavernment guidelines in relation to Covid-19

- Estabished remote audit programmes for owned and
third-party operations during the lockdowns globally



OURAPPROACHTO ASSESSING LONG-TERMVIABILITY

The UK Corporate Covernance Code
requires us to issue a 'viability statement’
declaring whether we believe the Croup
can continue to operate and meet its
liahilities, taking into account its current
position and principal risks. The
overriding aimis to encourage directors
te focus on the longer term and be more
actively involvedin risk management
and internal controls. In assessing
viability, the Board considered a number
of key lactors, including cur business
maodel{see page 9), our strategy (see
page 7), approach to risk management
{(see page 47) and our principal risks and
uncertainties (see pages 48 to 56).

The Boardisreguiredto assess the
Croup's viability over a period greater than
12 months, and in keeping with the way
that the Board views the development of
our business over the long term, a period
of three years is considered appropriate
for business planning, measuring
performance and remunerating at a
senior level. Our assessment of viability
therefore continues to align with this
three-year outlock.

The Group continues to have tc evolve,
particularly as there remains significant
political and economic uncertainty
resulting from the Covid-19 pandemic,
and customer behaviours are changing,
especially inretail. Inthe immediate
short term, we have taken, and will
continue to take, measures to protect
the health and safety of our customers
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 theimpact.

The refinancing of the Group's December
2021 maturity, along with the successful
negotiaticnsin 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,

In assessing viability, the Board
considered the position presented in the
Budget and Three-Year Plan, recently
approved by the Board. The process
adopted te prepare the financial model
for assessing the viability of the Croup

involved collaborative input from
anumber of functions across the
business to model a severe but
plausible downside scenaric. This
scenario was based on the potential
financialimpact from business
disruption as a conseguence of one,
ar more, of the Croup’s principal risks
and uncertainties materialising and both
the specific risks associated with the
Covid-19 pandemic and the uncertain
high street trading environment.

This downside scenario assumes that:

- the Covid-19 pandemic worsens
over the Winter months and the
GCovernment mandates four months
of lockdown restrictions between
December 2021 and March 2022,
resulting in store closures and a 3%
decline in Food sales. Gver this period,
arange of 10% - 20% decline in
Clothing & Home sales has been
modelled, aswell as 2 10% decline in
International sales. These declines
have been set with reference to the
2020/21 resuits; and,

- following the cessation of the
Coronavirus Job Retention Scheme
inthe UK, there will be a period of
aconomic recession in the UK from
October 2021 that continues oninto
2022/23 and 2023/24, resulting ina
declingin 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 a data breach or
cyber-attack) were also considered.
However, the estimated financial
impact of these risks cumulatively was
comparable to the downside scenaric
outlined above. Moreover, the likelihood
of all these risks occurring concurrently
would be so remote as to be considered
a“black swan"event, Asaresult,
separate, further detailed modelling
was not performed.

The impact of the downside scenario
has beenreviewed against the Group's
projected cash flow position and
financial covenant over the three-year
viability period. In the event cof the

downside scenaric materialising,
mitigating actions would be available,
including, but not Limited to, a reduction
in labour, marketing, technology and
head cffice costs, as well as deferring

or cancelling discretionary spend
{including discretionary bonuses)

and reducing capital expenditure.

As aresult, even under this severe but
plausikle downside scenario, the Croup
would continue to have sufficient
liguidity headroom on its existing
facilities and meet the measurement
criteria against the revolving credit
facility financial covenant. The Audit
Committee reviews the cutput of the
viabkility assessment in advance of final
evaluation by the Board. The Board have
also satisfied themselves that they have
the evidence necessary to support the
statementin 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 tead to it, is considered to
be extremely remote Whilst the
ocecurrence of one or more of the
principal risks has the potential te affect
future performance, none of therm are
considered Lkely either individually or
collectively to giverisetoatrading
deterioration of the magnitude indicated
by the reverse stress testing and to
threaten the viability of the Graoup over
the three-year assessment period.

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

credit facility. The Board therefore has

a reasanable expectation that the
Croup will remain commercially

viable over the three-year period of
assessment. The Viability Statement
can be found on page 81.
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The Strategic Report, including pages 1to 57, was approved by a duly autherised Committee of the Board of Directors on
25 May 2021, and signed on its behalf by

Steve R@ief Executive

25 May 2021
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The Board's primary
objective has beento
navigate the business
through this time of

uncertainty.’,

Archie Norman, Chairman

58

Marks and Spencer Group plc

COVERNANCE

CHAIRMAN'’S
GOVERNANCE OVERVIEW

As I'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 choose to shop and the way
that we operate as a result, and having an
impact on our ongoing strategic priorities.

The Board's primary objective has been
to navigate the business through this
time of uncertainty, ensuring that we
ermerge in a strong position, having
continued to drive forward with our

strategy despite the persistent aifficulties.

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
aur other care duties ta aversee M&S's
culture, governance, financial controls,
risk and change management.

The Governance section that follows is

by intention concise, in keeping with our
approach in previous years. Further detail
on the Board, 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
coordinated the Company’s response to
the Covid-19 pandemic (detailed on pages
50te 53 of our 2020 Annual Report).

That pace and agility has continued
through this year, with the Board joining
weekly calls right up until March 2021,

to collaborate with, support and guide
senior management.

Elsewhere in the business, operating
processes and management forums
havebeen consolidated, and the
number 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 gecision-making processes.

An cutline of our gavernance framewaork

and how these bodies interacted during

the year can befound on page 60. The

reports of the Audit, Nomination and |
Remuneration Committees for 2020/21 ‘
are available on pages 77 t0 83, 71t0 72,

and 84 to 105 respectively.

A BALANCED BOARD

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, Eoin Tonge. Aliscn
Brittain and Katie Bickerstaffe stepped
down from the Beard at the 2020 AGM

last July, with Katie having joined our
Executive Committee as Chief Strategy
and Transformation Director Richard Price
alsojoined 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 our 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 Board, and we offer
our condolences toher 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 Andy remains
independent, the Nemination Committee
agrees that his role as Senior Independent
Directoris an important constant while
new Board members settle into their roles.

Full details of these Board and executive
changes, and our talent and succession
processes, ¢an be found in the Nomination
Committee Report. Board and Executive
Committee bicgraphies and our
assessment of the balance of skills

and experience on these bodies can

be found on pages 62 tc 65.



Change has not been imited to the Board
and senior leadership this year though.
The refreshed Exccutive Committee has
pricritised 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
Cormmittee reports.

Since the financial year end, the Executive
Committee has also realigned itself and its
member responsibilities. As annsunced
on 18 May 2021, Katie Bickerstaffe and
Stuart Machin have become Joint Chief
Operating Officers, adding additional
oversight and impetus to our ccre
businesses, while Eoin Tenge is

now respensible for strategy and
transformation planning as part of his CFC
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 decisicns made on the
business various stakeholders and on its
long-term, sustainable success, iniine
with Section 172(1) of the Companies Act
2006 (1720,

Cur colleagues in particular were
significantly impacted by our decisions
this year. We placed thousands of
colleagues on furlough, rewarding

those continuing to work in 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 lossesasa
result of our organisational restructure,
but these were necessary toright-size the
business for a post-Covid worid.

lagt f3
digitad AGM

Last year's AGM was the
Board's most engaging

and constructive yet

because we were able to
reach shareholders directly

intheir hornes.

An overview of the range of matters that
the Board discussed and debated at its
meetings (during the year can be found
on pages 66 to 67, with examples of

the Board's key decisions and 5.172(1)
considerations on pages 68 to 69.

The Company's s.172(1) staterment 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 our Plan A
sustainability programme. In part
prompted by the events of the last year,
we have agreed that it is imperative to
ensure that Plan Ais once again central
to our customer story, so that we can
continue to help our colleagues,
customers and cormmunities lead happier,
healthier and more fulfilling lives.

The Beard's Environmental, Sccial &
Governance ("ESC") Sub-Committee

was established to assist the Board in
providing focus and oversight of the Plan
A programme, both inits reinvigoration
and its ongoing effectiveness. Thereport
of the ESC Committee for 2020/21 is
availalkle on pages 73to 76.

DIVIDEND

Whilst a difficult decision, we continue to
agree,in line with our approach last year,
that non-payment of a dividend is
appropriate for the 2020/21 financial
year. This centinues to be one of the
proactive steps we have taken tc
strengthen cur balance sheet and
maximise liquidity for our recovery
peyond the pandemic.

DIGITAL ACM

We know our Annual General Meeting
(“*ACM") provides investors with a valuable
opportunity to communicate with us.

In recagnition of this, and building on

the unprecedented success of last year's
meeting, we will be conducting this year's
ACM digitally once again. In addition to
being able to vote and submit questions
electronically in advance, all sharehclders
will be able tojoin the meeting online to
hear from Steve and me, ask questions
and vote on our resolutions.

Annual Report & Financial Statements 2021

This year, we'll be joined 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 tike us to hear from
you directly, you also have the option of
submitting a video gquestion to be played
to the Board for response during the
meeting. | look forward tc hearing from
you all then.

Information on how to participate
electronically, both in advance and on the
day, can be found on pages 207 te 209.

CCVERNANCE

Archie Norman, Chairman

UK CORPORATE
GOVERNANCE CCDE

The UK Corporate Covernance Code
2018 (the "Code”y whichis available

to view on the Financial Reporting
Council’s website 1s the standard
against which we measured ourselves
in2020/21.

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 inthe Code and how
governance operates at M&S have been
summarised throughout the Directors’
Repart. Our full Corporate Governance
Staternent outlining our compliance 1s
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 responsiveness 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 Cormmittee 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
ontheir activities at the next Board meeting.

Audit Commitiee © seep77-83
Responsible for monitering the integrity

of the finantial statements, reviewng the
Croup's framework of internal controls

and maintaining the auditor relatienship

Remuneration Committee ) seep84-105

Responsible for remuneration policy,
performance-Llinked pay schemes and
share-based incentive plans,

o see p71-72
Responsible for reviewing Board
composition and diversity, proposing new
Board appointrments and monitoring the
Board's succession needs

Nomination Committee

ESG Committee ©Q seep?3-76

Respaonsible for ensuring Lhe Company's
ESG strategy remains fit for purpose and
that plans are in place and reported on.

Disclosure Committee

Responsible for determining the disclosure
treatment of material informaticn and
identifying inside information forthe
purpose of maintaining the Company’s
project (insider) lists.

As with the Board and ExCo, the Board's
sub-committees have adapted tothe
business need far mare responsive
decision-making, often meeting or
reviewing proposals outside of its usual
meeting cycles

@ SENIOR LEADERSHIP FORUMS

Underlying this more agile governance
feedback loop between the Board, its
sub-commitiees and the ExCo, there are
forums comprising senior management that
support each of these governing badies.

This year, as part of the Never the Same Again
programme and introduction of the ExCo, the
previous ‘Boards for each of Lhe business units
have been removed in favour of more focused
‘Operating Review' meetings with streamlned
memberships Their main remit s for
management of key trading and operational
matters, wilh decision-making delegaled to
them by the Group Delegation of Authonty
and underpinned by business unit Delegations
of Authority.

&0 Marks and Spencer Group plc

@ BOARD

The Boardis responsible for establishing the
Company's purpose, values and strategy,
promoting its culture, overseeing its
conduct and affairs, and for premating the
success of the Cormpany for the benefit of
its members and stakeholders. It discharges
sorne of its responsibilities directly and
others through its sulb-commitiees.

Terms of Reference for the Board and its
sub-committees are available in qur
Covernance Framework, published on
marksandspencer.com/the company.

Execution of the strategy and day-to-day
management of the Company’s businessis
delegated to the ExCo, and subsequently
to senior leadership forums where relevant,
with the Board retaining responsibility

for overseeing, guiding and holding
management Lo aCcount,

In adaition to its monthly scheduled
meetings, s year the Board met and heard
from the ExCo and senior management
onaregular basis - sametimes weekly -

over the phone or by video call for faster,
mare efficient decision-making and
reactiveness With the UK government’s
roadrnap out of lockdown under way and
progressing well, the Board held its last
weekly board call on 25 March 2021

GCovernance
at M&S

BOARD EXECUTIVE

COMMITTEE

COMMITTEES

SENIOR
LEADERSHIP
FCRUMS

Additional forums have been established and
disbanded throughout the year as part of our
more responsive governance framework,
with the intention of supporting specific
prejects, business needs, or strategic
prnorities, and meeting as and when required.
Examptles include.

Property Committee

For reviewing and approving
properiy mvestrments.

Digital Board

For driving the Company’s Digital First
agendaacross the Croup.

Brand Forum

For reviewing use of the M&S brand, as well as
considering use of third-party brands

@ EXECUTIVE COMMITTEE

The Executive Committee ("ExCo7) is the
leadership team responsible for executing
strategy, by managing, monitoring and
providing executive input to support the
Company's strategic and aperaticnal
decisions, ensuring strong executive
alignment on business prorities and actions,
including business case Investments

The ExCo's authorityis conferred onit

by the Croup Delegation of Authority,

as approved by the Board.

Consisting of the CEQ, CFO, Chief Operating
Officers, and the Managing Directors of each
business unit, the ExCo reviews strategic
opportunities and initiatives from the five
key businesses and Croup 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 all colleague
matters, Including the structure and
operation of the HR function throughout the
business, the development and monitoring
of culture and vatues, and reviewing talent
and leadership development and succession
plans below ExCo level Posl year-end, the
drvision of responsibilities within the ExCo
changed, asannounced on 18 May 2021,
However, the overall compaosition and duties
of the Committee remain unchanged

Having been established as part of our
Never the Same Again programme, drawing
onlearnings 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 requirec Lo respond quickly to
the changing situation Imtially on aweekly
basis, as the crisis has transitioned to being
the new normal and with the business set up
to succeed with new operating procedures,
this has moved Lo monthly meetings

Crisis Management Team

For determining and directing actions required
nresponse to crises. This team was especially
prominent during the first Covid-19 lockdown,
which we explored on pages 50 to 53 of our
2020 Annual Repart The team has since been
demobilised until another crisis requires it

Lo reconvene

People Forum

For driving the People and Culture agenda
across the Group

Compliance Monitoring Committee
Newly established to support the Audit
Committee’s oversight of credit broking
activities within the Croup, as regulated by
the Financial Conduct Authority



GOVERNANCE

BOARD COMPOSITION
AND MEETING ATTENDANCE

BOARD MEETING ATTENDANCE AND DIRECTOR RESPONSIBILITIES IN 2020/21

During the year, the Board held 11 scheduled and when required, typically on a weekly basis non-executive directors to discuss any
meelings and an additional 12 Board calls in throughaout the year. rmatters arising.
respanse fo the Covid-16 par}d@mln for Sufficient time is prowvided, periodically, @ Forinformation onwhat the Board did
which individual atlendance is set out below. for Lhe Chairman to meet privalely with the during the year, see p66-69,
Additional unscheduled meetings were held as Senior Independent Director (*SI37 and the

Attended Max pessible Linked to
CHAIRMAN Scheduled Addtonal Scheduled Additional Independent Responsibility in2020/21 remuneration
Archie Norman’ n 12 n 12 Board governance and performance,

sharehotder engagement
*  Cansidered independent onappointment
EXECUTIVE DIRECTORS
Chief Executive n 12 n 12 Strategy and Group performance
Steve Rowe w
Chief Financial Officer 9 2 9 2 Group financial performance, investor relations and z
Eoin Tonge risk management ‘z‘
{appointed § June 2020) &
>
NON-EXECUTIVE DIRECTORS Role at Board meetings 8
Full Year Independent non executive directors assess, challenge and monitar the
Andrew Fisher n 12 n 12 ) executive directors' delivery of strategy within the risk and governance
Andy Ralford T 2 T 2 structure agreed by the Board
n alfor
Y - L As Board Committee members, directors also review the integnity of
JustinKing n 12 n 12 (] the Company's finanaial information, consider ESCassues, recommend
Retired in 2020/21 appropriate succession plans, monitor Board diversity and sct the
. . d tors t

Katie Bickerstaffe 3 9* 3 10 /] rectors remuneration
Alison Brittain 3 0 3 10 (]
Pip McCrostie n 12 n 12 []
Appointed in 2020/21
Sapna Sood 9 6 9 6 (/]
Tamaralngram 9 & 9 [ [/
Evelyn Bourke 2 - 2 - ]
* Unable toattend onemeeling due to other business commitments,
STANDING ATTENDEES Responsibility
Nick Folland - n 12 n 12 Adwvising the Board on all legal and corporate governance ssues, including
Ceneral Counsel and sustanability and Plan A
Company Secretary
David Surdeau - 3 10 3 10 Led the Finance function and attended Board meetings inline with the

Interim Chief
Finance Officer

responsibilities of the intersim CFO.

* Resigned June 2020
ATTENDED BY INVITATION

Role at Board meetings

Sacha Berendj
Katie Bickerstaffe

Paul Friston
Stuart Machin
Richard Price

o ®| bW

The ExCo comprises the Company's seniar leadership team below Board level
andis tasked with running the day-to day operations of the business and
facilitating delivery of the strategy as approved by the Board Members of the
ExCo attend Board meetings by invitation to present and discuss matters of
strategic importance

Direct Reports to ExCo members also attend Board meetings by invitation as
andwheninput s required on their specific areas of expertise

Became Chief Strategy and Iransformation Director (post year-end, Chiel Operating Gfficer), and stepped down from the Board in July 2020
Nole: 1he tables above provide delails of scheduled meetings held in the 2020/21 financial year and additiona, Board calls inresponse to tne Covia-19 pandemic

Monitoring non-executive director independence
The Board reviews the Independence of its

non excoutive directors as part of its annual Board
Effectiveness Roview The non exccutivedirectors
also meetannually, led by the 51D, to conduct the
Chairman’s appraisal The results of the meeting
arethen fed backto the Chairman by the SID

The Chairman was cansidered to be independent on

appointment and 1s committed to ensuring that the
Board comprises a majority of iIndependent

non-exccutive directors who objectively challenge with ourlongest-serving non-executive director,
management, balanced against the need to ensure Andy Halford, having served onthe Board since
continuity onthe Board January 2013

The Company mantains clear records of the terms of As such, the Board considers that all of its
service of the Chairman and non executive directors non executive directors continue to

to ensure that they continde to meet the demonstrate iIndependence.

requirements of the UK Corporate Covernance Code
Neither the Chairman nor any of the non-executive
directors have exceeded the maximumnine-year
recommended term of service set cutinthe Code,

° For information on the skills and experience
of each director, see p62-p64. For more
information on director tenure see p72.
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Archie Norman
Chairman

o

GCOVERNANCE

OUR BOARD

Steve Rowe
Chief Executive

Eoin Tonge
Chief Financial Officer

Appointed: September 2017

Appointed: April 2016

Appointed: June 2020

Career and external
appointments: Archie Isan
experienced Chairman and farmer
Chief Executive having led major
transformation programmes at
ITV, Lazard, Asda, Energis and
Hobbycraft He was previously
Deputy Chairman of Coles Limited,
and was the Lead Director at the
Department for Business, Energy &
Industrial Strategy from 2016 to
2020 Archieisalsothe Chairman
of Signal Al and Non-Executive
Vice Chairman of Global Counsel.

Andrew Fisher OBE
Independent
Non-Executive Director

- JOY

Career and externat
appointments: Steve joined M&35
in 1989 and worked in senior roles
across all areas of the business
prior to his appointment as CEC,
including Director of Home,
Director of Retail, Director of
Retail and E-commerce, Executive
Direclor, Food, and Executive
Director, General Merchandise
Steve is Chair of the Businessin
the Community (8ITC’) Place
Leadership Team. In additton, he
sits on the Board of the Consumer
Coods Forum, which brings
together leaders from global
retailers and manufacturers

Justin King CBE
Independent
Non-Executive Director

®®

Career and external
appointments: Ecin joined the
business from Greenceore, where
he had been CFO since 2016.

At Greencare, he oversaw the
divestment of their US operations,
strengthening Lhe company’s
balance sheet, returning capital
to shareholders and simplifying
the business Priortothat he
was MD of Greencore's Grocery
business and alsoworked ina
variety of roles across strategy,
finance, treasury and capital
markets al Creencore and
previously Goldman Sachs.

Sapna Sood
Independent
Non-Executive Director

O

Andy Hatford o ™
Senior Independent
Non-Executive Director

Appointed: January 2013

Career and external
appointments: Andy’s strong
finance background and broad
knowledge of the UK and
international consumer market
was gained from CFO positions
held in global Listed companies
Heis Chief Financial Officer of
Standard Chartered, which he
Joined after 15 years at Vodafane,
nine of which were spent as
Chief Financiat Officer.

Tamara Ingram OBE @ (\)(®)
Independent
Non-Executive Director

Appointed: December 2015

Appointed: January 2019

Appointed: june 2020

Career and external
appointments: Andrew was
instrumental in establishing
mobite lifestyle app Shazam,
where he was Executive Chairman
until October 2018, asaleading
mobile consumer brand. Andrew
brings over 20 years expernence
leading and growing numerous
technology-focused enterprises,
and is currently Chair of
Rightmove PLC.

© rullbiographical details of
each director are available
on marksandspencer.com/
thecompany.

@ Abreakdown of the Board's
key skilts and experience can
be found on pb4-65.
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Career and external
appointments: Justin was Vice
Chairman of Terra Firrna until
May 2021, acting as adviser to Lhe
Ceneral Partner Between 2004
and 2014, he was Lhe CEQ of
Sainsbury’s, leading the business
through a major transformation
He has also previously held senior
positions at M&S as Head of Food,
aswell as Asda, Haagen-Dazs,
PepsiCoand Mars

Q Please see p60-61
for more detail on the
Board and Committee
governance structure,
and meeting attendance.

Career and external
appointments: Sapna was, until
recently, a senior executive at
Compass Group, as the Group
Director for International Clients
and Market Development
business. She hasin-depth
knowledge of running complex
supply chains, including in food
and clothing, as well as experience
of leading targe transformation
programmes, She has held leading
operational roles in the bullding
materials and industrial gas
seclorsinturope and Asia Pacific,
latterly as CEC and President of
LalargeHolciminthe Philippines.
Sapnawas also a non-executive
director at Kering from 2016

to 2020

Appointed: June 2020

Career and external
appointments: Tamara hasa
longstanding leadership career in
agvertising, marketing and digitat
communications, having held
leadershiproles at WPP since 2002
Priar to this, she worked at Saatchi
& Saatchi where she held Lhe roles
of CEQ and Chair Tamara

has led renowned marketing
campaigns for household brands
around the world and delivered
cultural and business
transformation at pace within

her own businesses aswell as

on behalf of clients. She isa
non-executive director of Marsh
McLennan and Intertek Group,
and a Trustee of Save the Children



Committees key
(&) Audit
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Evelyn Bourke
independent
Non-Executive Director
(newly appointed)

Non-Executive Director
{newly appointed)

Appointed: February 2021

Appointed: May 2021

Career and external
appointments: bvelyn retired from
her role as CEQ of Bupa Group in
December 2020 where she led
transformative change during her
nearly five-year lenure. She also
has extensive experience in
financial services, sk and capital
management and mergers and
acquisitions, having spent three
and a half years as Bupa's CFO and
inleadership roles at Standard Life,
Frignds Provident and the Bank

of Ireland, where sheis currently a
non-executive director. Evelynis
alse a non-executive director of
Admiral PLC and will join AJ Bell
PLC on 1 July 2021

Career and external
appoinlments, Foma s partof the
Mars, Inc. Leadership Team, where
sherose from the Graduate Trainee
schemetoonecf thetoprolesin
the campany. Her leadership roles
have included President of Global
Retal and Mars Chocelate UK and
Furopean Marketing Vice
President Fiona alsc has a strong
track record insustainability,
health and welibeing, particularly
women's entrepreneurship and
human rights. She was recently
awarded a CBE for services to
wormen and the economy.

Role status
@ Nomination . Committee Chair [:| Newly appointed
® Remuneration . Executive D Qutgoing
(&) () FionaDawsonCBE () || Pip MeCrostie
Independent Independent Non-Executive

Director (outgoing)

Nick Folland
Ceneral Counsel and
Company Secretary

Appointed: July 2018
Retired: March 2021

Career and external
apprintments: Pip was a member
of Ernst and Young's Clobal
Executive Board from 20038

until her retirernent in 2016.

At EY she gained extensive
financial experience and led and
transformed the Global Corporate
Finance business. She was founder
and co-founder respectively of the
Clobal Transaction Tax Network
and UK Transaction Tax Group

and a non-executive director of
Inmarsat from 2016 to 2019.
Pipretired from the Boardin
March 2021 with our heartfelt
thanks. We were saddened to hear
Lhat she passed away after leaving
the Board, and we ol fer our
condolences to her family

Appointed: February 2019

Career and external
appointments: Nick has extensive
legal and governance experience,
having been Ceneral Counseland
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 tothe CEO of the Co-op.

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

COOs,the CEO and CFO.

Katie Bickerstaffe
Chief Operating Officer

Stuart Machin
Chief Operating Officer

Career summary: Katie
joined as Chief Strategy
and Transformation
Director on 27 April 2020,
having previously spent
two years on the M&S
Board as a non-executive
director, Katie is currently a
non-executive director of
Barratt Developments PLC
and the England and
Wales Cricket Board.

She has also been Chief
Executive, UK and Ireland
of Dixons Carphone plc,
with extensive experience
of retall and operations
and leading consumer-
focused businesses

On 18 May 202, Katie
became joint Chief
Operating Officer,

Career summary: Stuart
Joined M&S as Managing
Director of Food an

30 April 2008 with nearly
30 vyears experience inthe
food, fashionand home
retail sector Alongwith
Steve Rowe and Eoin
Tonge, Stuartis alsoa
Director of Ocado Retail
Ltd. Stuarl has held
senior operationaland
commercial rolesin

UK retailers Sainsbury’s,
Tesco and ASDA and
more recently spent 10
years in Australia working
in Wesfarmers as COO
and CEQ of Colesand
Target respectively.

On 18 May 2021, Stuart
became joint Chief
Cperating Cficer.

Richard Price
Clothing & Home
Managing Director

Paul Friston
Internationat Director

Career summary: Richard
joined M&Son 7 July 2020
as Clothing &Home
Managing Director. Frior to
this, Richard spent Lhree
years as Managing Director
of BHS before becaoming
CEC of F&F Clothing at
Tescoin 2015 From 2005
to 2012, Richard was

Head of Merchandise and
Menswear Trading Director
at M85 Earlierin his career
he spent 15 years at Nextin
arange of merchandising
roles. Richard's career
demaonstrates 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
qualified as a management,
accountant in 2000

He held a variety of roles
during his time at M&S,
including Interim CFC
and Execulive Assistant to
former CEQ, Marc Bolland
Paul was appointed to his
current position in May
2016 and becarne Chair of
the M&S Inclusion Group
inApril 2018

Sacha Berendji
Group Property,
Store Development
and IT Director

Career summary: Sacha
joined M&S in 1994 through
the graduate programme,
He undertook various
appcintments, ncluding
General Manager of Marble
Arch Store, Regional
Manager for London, Head
of Property Planning &
Store Develepment,
Executive Assistant tothe
Chief Executive, and
Director of Merchandising.
Sacha took up his position
as Retail, Operations and
Property Director in
November 2012, before
maoving to his current
posilion in May 2021
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GOVERNANCE

BALANCED LEADERSHIP

BOARD

Improving trend line

Eventsinthe last year have refocused public consciousness on
diversily, and M&S has been no exception Inline with the acceleration
of the transformation and our Board diversity policy (the "Policy™),

we have takenfuriher steps to detiver our ongoing diversity ambitions
There have been a humber of changes to our Board during the year
and up to the publication of this report, including the appointment of
four non-executive girtectors. in addition tothe diverse wealih of skills
and experience they bring, cur newest Board members contribute to
the improving trend line in 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 acritical consideration in the cornposition of the Board and its
Committees, 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

‘ Board

appointments|
since April
2020°

Non-
Executive

Cender

Direclor
tenure’

identity’

& Female (80%)
® Male (20%)

® Female (40%)
® Male (60%)

® 0-2 years (62.5%)
® 3-5 years (25%)
® 6-8years {12.5%)

* Asat 25 May 2021

sustainability and technology. Thirdly, and crucially, M&S strongly
pelieves that inpraving gender and ethnic diversity inour leadership

1s not only the right thing to do, but is invaluable to the success of

our business The correlation between improving diversity and the
simultaneaus impravements in strategically considered competencies
attests tothe benefits of our Policy.

Skills and n ) n n H 0 n z - o > T w =
h S 3 g F O H: Wz (0T Bz (B:@3s (@2 M8
expaerience n : g 3 S S |gmol 3 = 29 aa A — R
B B; | @: B;: | B: giiB: B BB (B @i
2| g 3 |Wz B: |Bis B @O B:s B: B
gl §0 2 ;BB /R m: mt:/Ecc b, B
2 & 3 H: B 3 7] ] z fa ] gg
3 o @ o ~ =0 on
i1 o =3 ) ce wil=1
= s g 28 “g
- £l
Archie Narman ® ® ® L ] [ ] L L] [ ]
Andrew Fisher ® * ] L ] L ] L4
Andy Halford [ ] ® [ ] ®
Tamaralngram ® L ] L ] L ] [ ]
Justin King [ [ L ] L ]
Sapna Sood [ ® . . ® ]
Steve Rowe ® L) [ ] L] ® [ ] L] ® J [ ]
Eoin Tonge ® L ] L ] [ ] o L ] ® [ ]
Evelyn Bourke c | © Q 0 o]
Fiona Dawson QO o o] o [o] [o]
Pip McCrostie C Q Q Q
Nick Folland . | | 0 . 0 . * |

QO Newlyappointed @ Outgoing @ General Counsel & Company Secretary

Never the 5ame Again priorities:

Faster Food growth with Gcado Retait
Capture value in Food supply chain
B smplify range and valuein C&H

H Turbocharge growthat M&5.com

B store estate for the new world
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BOARD CONTINUED

Targets met, ambition to surpass

which we were proud to achieve
with the appointment of Sapna
Sood inJune 2020 In addition,
the independence and Lenure of
our directors strikes a considered
balance, ensuring stability while
meeting the guidance set out in
the Code. However, meeting
these externaltargetsisa
milestone and not an end
destination, and we remain
mindful and committed to
Ariving progress

Last year, we met Lhe target set
out inthe Hampton-Alexander
Review, ensuring at least 33%
of Board members identified
as fermnale. This year, new
appointments focused on this
area and remained compliant
throughout, surpassing the
target towards theend of the
year. We also voiced our ambition
last year, inline with the Parker
Review, to appeint at least one
Beard member from an ethrnic
minarity background by 2021,

EXECUTIVE COMMITTEE

Hampton-Alexander Review Parker Review

Target [ T
mes

Target.33% fernale Board

Target [ ]

ves N

Target- One Board member froman
ethnic minonty background by 2021

UK Corporate Governance Code 2018

Target [_ |
Mes I

Target Non-executive director kenure
not exceeding Ning yoars

Wider leadership

While formal targets have focused on the Board, cur 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 Lo the Executive Committee, for which more information
can be found cn page 27.

ExCo ExCo direct
gender reports
identity’ gender

identity’

GOVERNAMNCE

@ Fermale (14%)

® Female (44%)

® Male & Male GR%

(86%)

* Asat25May 2021 Please sce p27 and p62-63 for mare detal
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Sleve Rowe @ [ ] [ ] [ ] L J [ ] [ ] ® [ ] [ ]
Eoin Tonge [ ] [ ] L [ ] [ ] [ ] ® [ ] [ ]
Katie Bickerstaffe ® [ ] [ [ L] [ L ] ®
Paul Friston e [ ] L ] [ ] e
Sacha Berendji [ [ ] ® ® [ ] [ ] [ ] L
Stuart Machin [ [ ] [ [ ® ® [ ] ® ®
Richard Price [ [ ] [ ] ® ®

OURCOMMITMENT

Qur objective of driving the benefits of a
diverse board, senior management team

and wider workforce is underpinned by

the Policy, which can be viewed on our
corporate website al marksandspencer.com/
thecompany.

In addition to the above mentioned
commitments to promote gender diversity,
ethnic diversity and succession planning,
the Policy covers otherinclusion initiatives
Laking place within the Company which are
sponsored and endorsed by the Board.
During the year, these have included

— Employee-led networks cn gender,
ethnicity (BAME), sexual orientation
(LCBTG+), and disabilities and
health conditions.

- Continued involvement in the 30% Club,
an crganisation committed to increasing
fernale representation on UK boards
through develoging our junior leaders

~ The Marks & Start prograrmme, which
continues to support young people, the
homeless, lone parents and those with
disabilities in finding work at M&S.

— Continued active involverment inkey
campaigns including LGBTG+ Pride
celebrations, International Wornen's Day,
Black History Manth, National Inclusion
Week, Mental Health Awareness Week
and World International Day of Disability,
raising awareness and our profile as an
inclusive place to work

— Launched mandalory Inclusion and
Diversity training on our Learning Hub
and updated our line manager guide for
gender identily to make sure it follows
the latest terminclogy.

-~ Added our first LGBTQ+ charity
partnership to Sparks for our custormers
and colleaguesio support AKT, acharity
supporting LCBTQ+ young pecple
aged16-25inthe UK who are facing or
experiencing hornelessness or living
in a hostile environment.
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GOVERNANCE

BOARD ACTIVITIES

WHAT WAS ON THE BOARD’S AGENDA IN 2020/21?

Board meetings are an important mechanism
by which the directors discharge their duties,
including under Section 172{1) of the
Companies Act 2006.

@ For more informatien, see p34-36 for our
Section 172(1) statement and p68-69 for
decision case studies unpacking the
Board's Section 172(1) considerations.

Meeting agendas, agreed in advance by the
Chairman, CEQ and Company Secretary,
combine a balance of reqular standing items,
such as reports o current trading and financiat
performance, with one or two detailed "deep
dives” These pages give an overview of the
main Lopics on the Board's agenda throughout
the year

Board meetings are also an imporfant platform
for the Board to debate robustly and challenge
management on elements of the Company’s
performance, specific projects or areas of
strategic significance.

Key to ) ]

stakeholder Shareholders Colleagues Suppliers @ Customers Communities Partners
groups:

Key to the F—— Faster Food —— Capture — Simphify — Turbocharge = Store estate
Never the Same 1 growth with 2 valuein Food 3 range and 4 growth at 5 for the
Again priorities: Qcadaretail suppty chain value N C&H M&S com new world

sTRATEGY Never the SWMQW AND TRANSFORMATION

uncertainties To drive change and navigate

Updates onthe progress of the transformation  of the business. Covid-19 and Brexit, two major

programme were provided al 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 start of the year our

uncertamnties, brought new challenges but
added further pace and acceleration to our
transformation. In response, 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 on

these additionaluncertainties, 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 on p60.

transformation programme was already under
way with improvements in alt core areas

covip-19 90808 ®

The Board has continued to reflect on, and direct the Company’s
response to, the ongoeing impacts on the business resulting lrom the
Covid-19 pandemic Ineach of its strategic discussions, it has
cansidered 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 Lhe year: the importance of iImproving and accelerating the
shift to online In the C&H business, especially during various
lockdowns in the UK and internationally when non-essential retail
has been closed, the urgancy n future-proofling the UK store estate,
increasing our Food presence in popular retail parks and out of town
lecations for mare spacicuws and convenient “weekly shops™ and,

the NTSA priorities, while being contextuabised
and shaped by these two major

@ Formore information an our strategic
pricrities, see p7.

BREXIT 9O 900

Aswith Covid-19, Brexit preparedness andits potential mpact

has been continually discussed across all strategic areas. The
negotiations with the EU were monitored closely, but the Board and
management’s focus has remained resolutely committed to
mitigating the impact and ensuring that the businesses remained
focused on providing the best possible service to customers The
Board has considered in detail throughout the year: the potental
financial impact on profits of the various scenarios of leaving the EU
with or without a trade agreement; post-deal, the need to reshape
our supply chain and overcome the logistical difficulties of sending
product from the UK, specifically to the island of Ireland, and finally,
coming to terms with the new cperating model for the International

ensuring the success of the Ocado partnership amid increasing online

demand. [1EHHEER

husiness, due to the Increase intanlfs and administrative burden

srexit caused (1 EEEIE

STRATEGICDEEP 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 on appropriate action. These included:

Clothmg &Home 00000

Discussed the C&H proposition, brand framework

and supply chain, monitoring and chalienging
against agreed transformation milestones.

~ Debated investment and development In areas
such as product and design to drive the C&H
strategy, with particular regard to sustainable
change and future-proofing n'

Third-party brands @99 @®

Cuided and supported management to develop
the approach to third-party brands and debated

the coteria brands wauld need fo meet in order to

be considered for investment, highlighting
theimportance of the customer lens and
Plan Aalignment

66 Marks and Spencer Group ple

- Considered the mernits of acquisition,
collaboration, consignment and

wholesale models. Hnﬂ
Food 90009

— Discussed changing customer behaviour and
Qur responses tot, covering product range and
packaging, store layout, and plans for the
hospitality business

- Monitored activities relating to the modernisation

of the end-ta-end supply chain including the
roll-out of Vangarde Drscussing the neged for

cantnueus improvement throughout the network

angihe parmersmp model for the Food business

Ocado 9009

— Challenged and supported managerment’s
operational and marketing plans for the
Septernber 2020 1aunch and subsequently
evalyated the success of the transition,

- Discussed Ocado'strading performance and
plans to develop the joint venture relationship
with an absclute focus on the customer and

driving growth nnn



STRATEGIC DEEP DIVES CONTINUED

Bank & Services 0@

— Provided feedback on the updated commerciat
frarmework and strategy for M&S Services and
discussed how this would support driving the
Sroup's strategic priorities, including customer
proposition, plans for growth and partner

relationships. n
Property 00 00@®

~ Reviewed plans and received updates on
cost-saving initiatives, leases and rent
arrangements. Gffering guidance on
negotiations with landlords and challenging
management to bring dfficult questions for
the Board's consideration.

= Tookanactive role in shaping the Company's
respanse on businessrates and the store closure
and renewal programmes. B

Digital & Data @ 00 @

— Endorsedthe MS2 concept to develop digital
talent in C&H, providing insight and guidance on
the critical success factors, and encouraging the
ExCo to proactively oversee the process

— Monitored transfermation progress on M&S5.com
customer experience, personalisation and growth,
and on plans tointegrate digital capabilities and
new technology n steres [ IIE

Sustainabilityand Plan A @ 9990 ®

— Debated anew approach to Plan A and agreed to
modernise the framework of principles, closely
alighing thiswith the Company's strategy and
stakeholder pricrities, and embedded mare
strongly into the M&S brand. The ESG Cormmittee
was formed to support this, acknowledging
growing stakeholder interestin the topic.

nEansa

sparks 9@

~ Evaluatedthe success of the Sparks relaunch and

discussed ambitions to integrate Sparks more
deeply throughout the business, driving further
growth through the loyalty offer.

- Discussed the ments of various Sparks initiatives

aimed at improving the customer offer and
lovalty, through non-financial rewards including
Sparks Live and Supersize Sparks. n

International @ 9090 ®

— Against a backdrop of uncertaintics across owned

and franchise markets, reviewed progress inthe
International transfermation programme
Focused management onunderstanding the
urgency of growing online, culminating inthe
anline launch in 46 new countries, increasing
agility n the supply chain, and rodernising the

store portfolic | IEE1IH

ORGANISATION CULTURE AND BUSINESS INVOLVEMENT GROUP (‘BIG’)

- Focused ontrading and operating safely, as welt
as rewarding colleagues continuing to work during
thefirst lockdown, with store colleagues given a
one-off 15% pay increase for the period and
support centre colleagues given a cne-of f share
award amounting to 5% of salary for the period

— The Board felt strongly that colleagues placed
on furlough should not experience a decline
betweentheir ardinary pay and the government
grant, and therefore agreed to fund the difference
to ensure that colleagues received 100% of pay
This informed later Remuneration Committee
discussions and approval for paying the national
tiving wage to all colleaques, effective from
June 2021

— Debated organisational restructuringin Retail &
Property and C&H, considering the terms and

CHIEF EXECUTIVE CFFICER UPDATE

impact on the business over the long term and the
Impact on and views of stakeholders, chiefly
colleague views. Avoluntary redundancy
programmec was regretfully agreed upon
Aconsultation was communicated and managed
via BIG that culminated in 2,000 voluntary
redundancics.

— Inaddition tothe annual standing invite to
three Board meetings and one Remuneration
Committee meeting, the Chair of National BIC was
Invited to make use of attending in full and secing
all papersin order to provide cotleague insight and
sentiment in focused BIC deep dives, and toinput
on agenda iterns throughout Beard meetings

— TheBoard gave thanks to the ocutgoing BIG Charr,
and welcomed the newly elected Chartoits
meeting in Decernber 2020.

— Discussed talent and performance reviews

taking place across the business. Non-executive
directors offered insights to management from
thew external expenence on successful methods
for drivinga high-performance cultureand an
engaged and motivated workforce

- Encouraged development andimproved

communication of M&S's culture and character
as an employer, to attract the flexible and
entrepreneunial talent required te execute the
digital agenda

— Discussedinclusion and diversity initiatives taking
place throughout the year, such as National
Inclusion Week activity, now suppart and
e-learming for line managers aninclusicn, and
the launch of the Culture & Heritage network.

CHIEFFINANCIALOFFICER 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 events throrghout the year such as brand launches,

scasonal trading at Christmas and Easter, and Black History Month

GOVERNANCE

Financial updatces, provided by the CFO, are considered by the Board at every
mecting and cover manthly sales perfarmance, profit, cash flow, cost base,
capital expenditure, and outlook for the year. The CFO updates during the year
also included discussion on *key event” items, such as budget setting, dividend
decisions, share price moverneants, measures to secdre iguichty, feedback from
investors and changes in the finance leadership team

PRINCIPAL COMMITTEES

The Board and Committee calendar s arranged by
the General Counsel & Company Secretaryin
conunction with the Chairmanto ensure the agility of
information flowand decision making The principal
Committees usually meet within the week before

the Board to provide the latest updates and
recommendations for approval at cach Board
meeting, with the following discussed by the Board
inrespect of the principal Committees

Audit Committee

— Agreed the proposed Group-level principal
rnisks and the appropriate treatment and
mitigating activities.

— Discussed, agreed and made plans to
cammunicate and disclose the Croup's risk
appetite and telerance, and evaluated the risk
profile at regutar ntervals against this.

— Reviewed half year, Q3 and full year results,
including exceptional items and the audit
trrnetable and plans of the externat auditer

-~ Evaluated Internal Audit actvity, and approved
plans toappropriately reflect Covid-19impacts

Remuneration Committee

— Reviewed updates on senior leadership objectives,

targets and remuneration, including how these
would be communicated to key stakeholders.
— Discussed remuneration activities relating to

Covid-19, including furlough, store colleague pay
uplift and the 5% share award

Normination Committee

— Approved recommendations to appoint four
new non-executive directors snd reviewed
updates oninductions,

ESG Committee

— Discussed the need for, and approval of the
formation of the ESC Committee, announced in
December 2020

— Considered the development of the Plan A
pragramme refresh

~ Received updates on the ESG comimunications
framework and approved recommendations tor
ESG-related disclosures within the annual report,
including preparations for adopting the Task
Force on Climate-related Financial Disclosures
("TCFD") recommendations

— Invited the Board to attend external speaker
sessions to develop Insights on ESCissues,

OTHER GOVERNANCE

The General Counsel & Company Secretary provides a
legal and governance update at every Board meeting,
covering ongsing litigation, confidential project
status updates and closed periods, share register
analysis, sharehelderinsight and priorities, delegation
of authority Jpdates, and updates to related parties
and potential canflicts of interest

Building on the success of hybrid meetings in
previous years, the Board took the decision against
the Covid 19 backdrop to run an ostensibly digital
Annual Ceneral Meeting ("ACGM™}in 2020, seeing
participation treble and all resolutions 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
rmentor pairing between non-executive directors
and ExCo members

Annual Repert & Financial Statements 2021 &7
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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, or immediate
and straightforward, are made having considered the matters set out in Section 172(1) of the Companies Act 2006,

and here we analyse some of these decisions and considerations in detail

Covid-19 working & collengue redundancies

There has not been a stakeholder who has been unaffected by this global pandemnic,
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 itseif toc emerge into a changed world in a very
different, Never the Same Again, shape.

Stakeholder considerations

Despite customs embargoes or
changes in cur buying volumes,
our suppliers have responded
dynamically and robustly to
support the pivot into categories
and productsthat our customers
have required over the past 12
months, The Board has therefore
strivento support suppliers, and
balance their often conflicting
interests When the Clothing &
Home ("CA&H"Ybusiness
anticipated being severely
constraned during lockdown,
the Beard needed to act to secure
the Company's liguidity for the
likely duration of the crisis, and its
options to do so included
amending our supplier payment
terms Inconsidering the impact
that this would have on them,

the Board resolved to ask cur
larger suppliers to accept less
favourable payment terms, Lo
help offset the cost of providing
improved financial terms to our
smaller suppliers who rely on
prompt payment to remain
economically viable, In exchange,
the Board committed to
standing by curlarger, long-term
suppliers, pledging that no
fabric would go towasle and all
orders placed before halting
productionwould be paid for
onnermal terms

Qur category mix has had to
adapt to customer demands
during Cowvid-19, pivoting away
from formalwear and schoolwear
towards loungewear and hame
accessaries This trend has been
compounded by the evolution
of haw customers shop, and the
growthin online 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 to maximise the
online ppportunity, which it had
already agreed would be in the
best inlerests of customers(to
keep pace withtheir dernands)y
and shareholders {to ensure
the sustainability of the C&H
business) Whenitwas ultimately
agreed to Introduce third-party
brands to the M&S online offer,
the Board had contemplated
both the need to substantially
increase our online capacity to
avold unnecessary strain on
warehouse colleagues (leading
directly to the Board's laler
decision to build a new
automated online warehouse
within the Bradford distribulion
centre, creating 300 new jobs),
andthe needto nurture
productive and effective
relationships with third-party
brand partners, These
arrangementswere then
individually tailored to reflect the
level of M&S involverment and
support that the brand would
require (either through new
cancession or wholesale
arrangements, orinthe case

of Jaeger, an acguisition)

By being both a C&H and Food
retaiter, with C&H deemed
non-essential retail for a
significant part of the various
lockdowns, continuing to trade
Food from stores also setling C&H
was a cormplex and constantly
evolving issue Maintaining close
working relationships with lecal
authorities has been a constant
considerationof the Boardas a
resutt Only by considering and
consulting withthe UK and
international governments,

the devolved UK adrmunistrations,
and local autharities, was the
Board able to navigate the
variety of trading rules, ensure
our colleagues and customers
feel safe in our stores, and
continue totrade the business
asmuch as possible in the UK
and internationatlly.

Our colleagues have been
remarkable throughout the
Covid-19 ¢risis, demonstrating
time and again what a hugely
impartant part they play in
maintaining the M&S brand
When the Board has discussed
measures to preserve liquidity
and ensure that the businessis
right-sized for the future, it has
done sowith the need to suppert
and protect colleague interests
as a constant consideration

- Giventhat a sizeable portion of
our C&H store estate was not
trading during the various
lockdowns, the Board took
the decision at the start of the
pandemic to place 27,000
colleagues on furlough,
agreeing that all furloughed
colleagues should receive therr
full pay Colleagues needing
to shield for medical reasons
were grioritised for furlough if
they were unable tawork from
home, while additional training
and digital tools were rolled
out for colleaguesto be able to
work flextbly across different
areas of the business, bringing
the number of furloughed
colleagues down tolessthan
1,000 at the time of writing
this report.

- The Board were keento ensure

that colleagues working
throughaout the first UK

national lockdown were
rewarded for their dedication
andloyally; store colleagues
were awarded a temporary
15% uplft In pay, while support
centre colleagues received a
share award equivalent to

5% of therr salary over the
same pericd.

As part of the more digitaland
flexible approach to working,
andtheneedto ensurethat the
business s fit for purpose to
operate inamore digitally
enabled world, the Board
considered options for
streamlining the business and
reducing costs, which included
Lhe possibility of colleague
redundancies. Noting that this
was the only viable option for
nght-sizing the business for
the future and therefore inthe
best interests of shareholders,
the Board was nonetheless
rmindful of the potential
impact on colleagues and
communities Assuch, the
Board agreed that colleague
choice should be a factoras far
as possible and that the
Business Involvement Group
{"BIC™ should play a pivotal
role in communicating with and
supparting colleagues through
any job losses Whenthe 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
compulsary redundancies

All 7,000 redundancies were
made voluntarily Dy colleagues
asaresult.



Creation of MS2

Over the past three years, the Group has made significant
investment inits online capabilities, supported by expansion
of capacity and improvements to operaticns at the Castle
Donington distribution centre. However, M85 com had
previously been structured as the online channel of a bricks
and mortar retailer, resulting in operations run in tandem with
physical store-based trading rather than competing head-to-
head with pure play competitors. Launching a new division
within the C&H business te maximise online growth, MS2,
builds oninvestments made in recent years and ways of
working adopted during lockdown, evolving from a number of
decisions the Board made in consideration cf its stakeholders.

Stakeholder considerations

It was clear from the starl of
lockdown that the impact of the
Cowid-19 pandemic would leave

the C&H business ferever changed

To ensure the business ongoing
viability for sharehotders, the
Board considered the importance
of continuing to trade online and
meeting customer expectations,
despile C&H stare closures as a
result of being classified as
non-essential retail. To assist with
clearing store stack and to keep
pace with the growth inenline
orders, the Board approved plans

forthe buy anline, ship from store”

("BOSS™) system of delivery to be
rotled out across C&M stores,

allowing for online crders to be
picked from siore stock

While the initial results of the
BOSS roll-out achieved the aim

of clearing surplus stock in
stores, the Board and
management received feedback
from colleagues that store
operations were being impacted
In considening this feedback, the
Board approved plans to move
BOSS arder picking outside store
opening hours and introduce night
shifts for colleagues. Further
feedback relayed to management
and the Board from customers
outlined issues with delays and

Ectadliching an ESG Committee

The Board agreed that the ESG 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
manitoring its ongoing execution and wider ESG initiatives and

compliance with regulations.

Stakeholder considerations

Indeciding to reinvigorale
Plan A and establish the ESC
Committee for oversight, the
Beard considered.

- The growing contingent of our
investors expecting to see
environmental, social and
governance matters embedded
within our overarching strategy.

- Qur customers, who are
becoming increasingly
concerned with ESC issues,
Including climate change,
sustainable sourcing and ethical
trading, to the point where we
risk losing their loyalty if we
cannct demonstrate that we
are addressing these concerns.

~ The mounting pressure fram
our wider community including
current and prospective
colleagues, voiced through the
media, 1o "domore”and bea
better corporate citizen

- The needlomimmise
our iImpact on the environment
and ensure that we do not
contribute any further to the
climate crisis.

multiple deliveries arising from
a single order On consideration
of this, and of the increasing
distribution costs and
environmental impacts of running
Lhe BOSS system more widely,
the Board ultimately agreed
that a complete solution to
rapid fulfilment neededtobe
developed, deciding to increase
capacity at Castle Donington in
thefirstinstance.

Alongside the rapid growlh of
online and fullilment, the Board
considered customer demands
and the corresponding pressure on
our suppliers to meet changing

custorner trends in product mix

It therefore turned to Lthe question
of whether to meet these demands
by introducing olher brands into
the product mix. Having seen
unprecedented demandforthe
Nobedy's Child coilaboration,

and considering the short-term
shareholder and customer
benefits of being able to guickly
diversify iInto new product areas at
considerable scale, the Board
decided to introduce Lhird-party
brands to the online C&H offer.
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BOARD REVIEW

The 2021 external Board Effectiveness and
Developmental Review was conducted
accerding to the principles of the UK
Corporate Governance Code 2018 (the
“Code™) and the supporting Guidance on
Board Effectiveness, and was facilitated
by Gurnek Bains of Global Future Partners
{"GFP™). Gurnek Bains, and GFP, has no
other connection with the Company,

other than the work that he is deoing to
support the development of the Executive
Committee ("ExCo"ymembers 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
annual report on page 56.

Cne of the outcornes 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 previous year, in making its
assessment of the Board and principal
Committees effectiveness, CFP gbserved
proceedings of at least two Board
meetings. GFP was also given access to 2
full year's worth of Board and Committee
papers via a secure portal, to assist them
in assessing the quality of the informaticon
that had been provided to the Board and
Cormmittees during the year.

Howaever, the key change from the pricr
year was the number of cne-on-one
sessions that Board members and key
Board contributers had with CFP. Due

to the travel restrictions impesed by the
Covid-19 pandemic, 2 host of these
interviews were conducted electronically,
and the ¢ne-on-one style worked far 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
oh developing the ExCo and
ensuring that, collectively,
there was effective oversight
of key strategic themes.”

Curnek Bains, Global Future Partners
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These interviews were conducted with
Board members and the General Counsel
& Company Secretary, and feedback was
provided on GFP’s observations of the
Board and its Committees 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 also held with the ExCo members
to gain insight into their performance,
and their relationships with the Board.
GFP provided observations and
recommendations on how these
relationships could be developed to
became more effective. These meetings
also provided Board members with the
opportunity todiscuss further themes
that had emerged from the Board action
plan fror last year, as well as addressing
topics that emerged from sessions held
this year.

OUTCOMES

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 enboarding of
new directors, and the Board involvement
programme. The Chairman was also
provided with feedback onthe
performance and effectivenass of each
Board member, 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 Beoard members separately,
in advance of the Board meeting held

on 24 May 2021, At that meeting, the
conclusions and insights gained were
formaily 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 strengths while
making excellent progress on developing
the ExCo and ensuring that, collectively,
there was effective oversight of key
strategic themes, the transformation
programme and the cultural and

people agenda.

There was recaognition of the effectiveness
of the increased involvement of the
Board during the pandemic, and
acknowledgernent of the meaningful
contribution made through the Covid-19
crisis, New Board members have been
successfully integrated and describe a
“best in class” induction process. Board
members also expressed continuing
confidence inthe operation of the Board
Committees and welcomed the creation
of the ESG Committee.

Committees

Board Committeas were also reviewed
and, overall, were considered to function
wallin terms of their effectiveness,
decision-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 the link between the

Board and senior leadership during the
course of the year, by encouraging the
mentorship of senior management by
nen-executive directors. His leadership of,
and recruitment onto, the Board was
classed as purposefut.

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 on the
Board while new Board members settle
intc their roles.

BOARD ACTION PLAN

The Board action plan for
2021/22 includes:

- Working closely with the senior
executive team on reperting 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 pregramme.

- Ensuring that the culture and people
agenda are at the heart of the
Company’s transformation.

- Monttoring and building on the work
done following the creation of the
ESG Committee.
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NOMINATION COMMITTEE

COMMITTEE ROLE AND MEMBERSHIP

REPORT

MEETINGS HELD IN 2020721

The Committee reviews the leadership
and succession needs of the organisation
and ensures that appropriate procedures
arein place for nominating, inducting
and evaluating directors. Inaddition,

the Committee ensures that the Group's
governance facilitates the appeintment
and development of effective
management that can deliver
sharehaolder value over the longer term.
The full Terms of Reference for the
Committee can ke 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
onpagesb2to64.

9

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

\\Member/‘ Numb‘erof Maximum
since meetings possible
attended meetings
Archie Norman 1 Sept 2017 5 5
Andy Halford 1Jan 2013 5 5
Andrew Fisher 1Dec 2015 5 5
Justin King' 1Jan 2019 4 5
Sapna Sood 1Jun 2020 4 4
Tamara Ingram 1Jun 2020 4 4
Evelyn Bourke 1 Feb 2021 1 1
Former non-executive directors who served on the Committee for part of 2020721
Pip McCrostie? 10 Jul 2018 4 5
Alison Brittain 1Jan 2014 1 ]
Katie Bickerstaffe 10 Jul 2018 1 1

1 JustinKingwasunable toattend the meetingon 12 April 2020 far personalreasons
2 PipMcCrostie was unable toattend the meeling on 25 June 2020 for medical reasonsg

More information on the Nomination Committee is available in our

COVERNANCE

full disclosure of compliance with the UK Corporate Gavernance Code at

marksandspencer.com/thecompany.

REVIEW OF THE YEAR

2020/21 was a busy year for the
Cormmittee, which oversaw the inducticn
of a new Chief Financial Officer and the
appointment of four non-executive
directors. This was in additicn to the
Cormmittee'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, whichis covered on page 70.

The review established that the
Committee functions well in terms of
planning succession to Board roles and
other senior positions. For directers 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 rele of Chief Strategy and
Transformation Director, which Katie
Bickerstaffe took up in April 2020.
Asannounced on 18 May 2021, Katie'srole
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 to appoint andinduct a

new Chief Financial Officer, culminating in
the arrival of Eoin Tonge in June 2020.

Shortly after, the Committee identified
Sapna Scod and Tamara fngram 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 quickly dermaonstrated,
and the twc 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 serviceasa
non-executive director.

More recently, the Committee
recommended tc the Boardthe
appointment of Evelyn Bourke, who
formally joined the business in February
2021 As well as joining the Nominatien
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 frem 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 guickly commenced the process
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toidentify our newest Board colleague.
In April 2021, the Committes was pleased
to recommend the appointment of Fiona
Dawsan, who joins as a non-executive
director on 25 May 2021. Fiona joins

from Mars, Inc. with a wealth of globat
marketing and sales experience and a
skillset which aligns wath our accelerated
transformation strategy. Fiona's
appointment ensures that the Cormpany
maintains a 40% ferale Board, exceeding
both internal and external targets.

DIRECTOR TENURE

As at the publication of this report, all
directors have a tenure not exceeding
nine years. During the year, the
Committee considered 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
supparted by the Committee has been
the transition of the Operating Committee
into the Executive Committee ("ExCo”"),
which is covered in more detail on

page 60.

The Committee agrees with management
that the composition of the ExCo
improves the efficiency and effectiveness
of decision-making, mirroring the Board’s
approachtoamore 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 Committee supported

the CEQ in his appointment of three new
rmempers to his senior team, with Richard
Price joining Eoin and Katie on the
ExCoinJuly 2020 as Clothing & Home
Managing Directer.

As part of a wider programme to assess
talent and succession in the business,
the Committee members have been
available to advise the ExCo inits review
of all senior leaders.

The focus ontalent assessment and
development has extended throughout
the organisation and has culminatedina
different-shaped business with improved
controls around talent management.
While discussions have principally

taken place at the Board, ExCe and
Remuneration Committee, the
Committee believes that this reflects
the vital alignment between performance
andreward.
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DIRECTOR SUCCESSION AND INDUCTION PROCESS

in light of the Committee’s active year, we have taken the opportunity to outline

our approach to recruiting and inducting non-executive directers. The process is
designed to ensure the search for and appointment of our directorsis thorough and
inclusive, and that their inductions provide an effective introduction to the M&S
boardroorn and, more crucially, facilitate a comprehensive understanding of

the business.

The Chairrnan leads the Committee, working The executive search
with the General Counsel & Company agency reviewsthe
Secretary to develop a candidate specification and
specificalion, using a talent and expertise produces a long list of
matrix reflective of the one on page 64 candidates from
The candidate brief is then placed with an various backgrounds
executive search agency who must bea and industries,
signatory to the Voluntary Code of Conduct inctuding those
for Executive Search Firms in line with our with little or ne FTSE
Board Diversity Policy. board experience.

AppOint “

The successiul The candidates are
candidateis then interviewed and assessed
recommended for against pre-determined
appointment to the criteria andin line with

The Chairrnan
identifies a short List of
candidates following
feedback from the

\l, Board, with Lthe the specific candidate Senior Independent
General Counsel & brief. This iIncludes meeting Direcior and other
Company Secretary Board members on members of
tasked with the amore informal the Committee.
formalities basis todetermine

interpersonal dynamics.

The final stepin the recruitment process is to provide our new directors
with a robust induction to the business. The importance of this step
cannot be overestimated, asit forms the mechanism to support our

directors in meeting their statutory duties, embedding their
understanding of eur strategic priorities and bringing the Board closer
to decision-makers and those tasked with running the day-to-day
management of Lhe business

Some activities included in this year's inductions have been:

Company duties.
Comprehensive
pre-read of Board
and relevant
Committee papers

leadershipteam
ntroductions.
Stakeholder
priorities analysis
and overview,

including visitsto
renewal stores and
amorning spent
working in store

Logistics depot

Before arrivai: Within the Within the first Within the first year:
_ Board precedures  Tirst month: three months: - Attend Naticnal
and PLC/Listed — Businessunit — Storevisits, BIC meeting and

colleague services
overview

Intrecuctionto
our heritage and
visit tothe M&S

fram the previous including visit, Castle Company Archive
12 months, introductions to Doningten — Altendanceat
Investar Relations, distribution centre management
Corporate visit and website meetings and
Communications demonstration, product previews
and Plan A, - Partrer
introductions
and visit to

Ocado'soffices.

Customer services
visit and customer
data insight
averview

Meeting the
external auditors
and board
development
adviser
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Sustainability is
about securing the
long-term future
of a business and
protecting the
resources we all
depend on.’,

Tamaralngram,
Chair of the Environmental,
Saocial & Governance Committee

ESTABLISHMENT

precious resources and planet we rely on,
arein better shape for the future.

How a business approaches social and
environmental challengesis of increasing
importance to all stakeholder groups.

In recognition of this, the Committee

has met on a monthly basis in its 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, curroleis
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' custorner proposition.
As part of that role, we've locked at
industry benchmarking, consumer insights
and future trends, discussed marketing
and comrmunications 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

Iwas delighted to be asked to set up

the new Board Sub-Committee (the
“Committee™) on Environmental, Social &
Governance ("ESG") matters. M&S is a very
special business - with loyal customers,
passionate committed colleagues and a
wonderful legacy of caring service,
envirenmental leadership and deep-
rooted community values. As Chair of the
Committee, I'm pleased tc present our
report far 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

cecrmmunicates the M&S point of difference.

PLANA

The importance of Plan Ato the M&S
brand and culture cannot be overstated.
The programme, appropriately named
Plan A"because there isno Plan B, was a
ground-breaking venture in 2007, creating
afully integrated sustainabitity plan
reflective of the M&S values of helping our
colleagues, customers and communities
lead happier, healthier and moere fulfilling
lives. It is through Plan A - our multi-year
sustainability action plan -that we
address the risks and opportunities that
environrmentat and societal issues present
tous as abusiness It drives us to make
better choices to ensure that M&S, and the

In addition to overseeing the governance
underlying the various projects for Plan A's
reinvigoration, the Committee has
supported the Audit Committeeinits
review of new and existing risks relating

to ESGtopics.

COMMITTEE ROLE AND MEMBERSHIP

Specifically, the Committee reviewed a
new "social, ethical and environmental
respansibility” risk, confirming its
appropriateness to the Audit Committee
as a distinct risk from the “corporate
compliance &responsibility” risk that
previously covered arange of ethical
considerations. This new risk includes a
broad spectrum of issues; environmental,
human rights, animal welfare and ethical
standards and cornmitments. In identifying
theseissues, we acknowledge the trust
that customers place in the M&S brand
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
interestin human rights abuses in supply
chains inthe UK and abroad.

GOVERNANCE

Aswell as overseeing related risks, the
Committee has recognised that these
changesin the external envircnment 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 subseguently
monitored progress with actions raised by,
the business’ co-authored Oxfam report.

The Commitiee s responsible for ensuring
that the Company has an ESC Strategy
("Plan AT thal is both inspiring and
differentiates M&S from its compet tors,
while also remaining fit for purpose. The
Commitlee will also review the effectiveness
of Plan A, including the governance
arrangements for ensuring the successlul
delivery of Lthe sirategy and monitering its
overall performance. The full Terims of

MEETINGS HELD IN 2020/21

Referenceforthe Committee can befound at
marksandspencer.com/thecompany.

The Committee comprises Tamara Ingram

as Chair and Sapna Sood, with Archie Norman,
Eoin Tonge and MNick Folland standing
attendees at Committee meetings Steve
Rowe will also be a standing attendeefor
2021722 Individual meeling attendance s
displayed in the table below. More information
onthe skills and experience of Committee
members can be found on pages 62 10 64

Member Number of Maximurmn

since meetings possible

attended meetings
Tamaralngram 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 Fotlang N/A 4 4

* Tamaralngramwas not present at the meeting on 18 January due to last-minute rescheduling and Lime zone
differences, but provides Input in advance of the meeting and debriefed withmembers and attendees

immediately following the meeling
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ESGCOMMITTEE REPORT CONTINUED

PREPARING TO ADOPT TCFD

Alongside the coordination of the Plan A
refresh, the Committee has been briefed
cn the Listing Rule, which the Croup is
required to adept from FY 2021/22, for UK
premium listed companies to include a
staternent in their annual financial report

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 Croup untit FY 2021/22,
the Committee has recommended that

progress towards adoption of the TCFD
recommendations, to demonstrate toc our
investors and wider stakeholders that the
Company takes its disclosure obligations
and climate change seriously. Accordingly,
our progress on future TCFD reporting is

setting out whether their climate-related the Group provides disclosure onits set out below.

. |
TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT

INTRODUCTION

This report sets out our climate-related financial
disclosures, which have been draftedto
demonstrate our progress towards alignment
with TCFD from FY2021/22. We have done this to
dermonstrate, both internally and externally, the
importance of climate-related issues within aur
broader sustainability programme, and also to
generate the internal rmomentum to ensurethat
we are in a position ta produce high-quality
disclosures in future years.

STRATEGY

We recognise that thisis a complexissue and
the TCFD recommendations are stretching
For the business to report more accurately,

it needs to build a compliance framework Lhat
provides the Board and the ESG Committee
with the assurance that disclosures are robust.
Thisis complicated by the fact that the
majority of the commitments involve
medium- to long-term forward-looking

statements 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 ourexpectations for the future and,
impartantly, iIdentify where additional work 1s
required for us to disclose fully against all
TCFD recommendations next year.

The Board has considered climate change as
anemerging risk fora number of years
However, it has previously concluded that it
should not be a standalone principal risk as
theimpacts, and therefore mitigations, are
petter served by incorporating climate change
into other existing principal risks. This year,

the Board, with input from the Executive
Committee ("ExC¢™), ESG and Audit
Committees, has concluded that, while this
overall approach remains correct, the
Company should be more avert in positioning
climate change risk separately. This is due to
the urgency of the climate crisis, the increasing
dermands from stakeholders, and the
forthcoming introduction of new regulatary
chligations and reporting requirerments.

The ESC Committee reviewed a new “social,
ethical and environmental responsibility”
principal risk and recornmended that it
shiould be called out as anew and distinct
risk from the “corporate compliance &
responsibility” risk

During the development and research phase
(ar the refresh of Plan A, ourt stakehalders,
particularly customers, highlighted the
concerns they expect M&S to be addressing,
wilth a broad spectrum of issues including
climate change and the environment at the
forefront of their expectations of M&S.

Furthermore, we have identified the need to
better understand transition risks as a
consequence of Increasing regulationand
changing societal expectations. This will be
the facus of our scenario analysis work in
202122, which will be carried out to update our
understanding and quantfy the impacts of
climate-related transition risks, as well as
physical nsks and market opportunities in line
with the TCFD recommendations Theresults
of Lhis assessment will be reported in next
year's Annual Repoert

M&S is already taking action to address the
long-term implications of cimate change

on our corporate reputation, regulatory
environment, physical assets, supply chain
continuity and impacts for products and
services. Qur early targets to address climate
change mean that M&S already has emission
reduction plans in place for our own
aperations {scope 1 and 2) which have been
established for over 14 years Thisfocus on
reducing energy consumption andincreasing
the use of renewable energy has influenced
key Investment decisions such as the crealion
of our aulomated Clothing & Home warehouse
at Castle Donington with a roof-rounted solar
array. The business is committed to ensuring
that its stores, offices and distribution centres
are constructed and operatedin a way that
considers economic, comfort, environmental
and energy whole-life impacts. Part of this
commitment and resulting approach means
we are |[S050001 'Energy Management
Systems’ certified.

ENGAGING SUPPLIERS IN CLIMATE-RELATED RISKS AND OPPORTUNITIES

Animportant part of aur strategy on climate
change issues is to engage suppliers and
build greater awareness, action and resilience
te changes in climate across the food and
clothing industry. In the food supply chain,
we have worked In partnership with tea,
coffee and produce suppliers to ensure that
they are building capacity in their producer
and grower networks on climate change
resilience. This has included projects focused
onimproving water management far coffee
growers in Peru and increasing resilience of
British growers thraugh our Farming with
Nature programme, with an emphasis on
enhancing bigdiversity and pollinator
protection programmes. To meet changing
customer demands for more vegan offerings
dueto climate considerations, M&S also
launched a significant category of vegan
food in 2019 (Plant Kitchen), Furthermore in
2020, a new Food Innovation Hub was
established to spearhead sustainability
solutions, including soya-alternative proteins

for plant-based foods and the latest in
material science to reduce plastic packaging
The Hub enables us to track emerging trends
and insights, and respond to our customers’
needs inthe future.

In the textile industry, M&S s taking part
inarange of collaborative supply chain
programmes focused on reducing
greenhouse gas emissions, including WRAP's
Textiles 2030 and the Sustainable Apparel
Coalition ("SACT} As asignatory Lo Textiles

2030, we are committed to reducing the
aggregate greenhouse gas footprint of new
products by 50% by 2030. The SAC has
collaborated with industry partners to
develop and define a robust methodology
tomeasure Lhe climate impacts of the
apparel industry annually using the Higg
Index. We have asked cur top clothing
suppliers to adopt this Index to provide us
with data visibility on environmental KPis,
Including greenhouse gas emissions. Qur
Clething & Home business alsoincreased its
vegan footwear ranges in 2019.

Planty gut(‘/f\&n

Food Innovation Hub partnerships will help
M&S Food build onits market share of plant
protein ranges.
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TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

POSITION AND AMBITION

M&S has a strategic amiztion to enhance our
climate change commitments from carbon
neutral operations today to net zero emissions
by 2035. We are currently developing our
targets and delivery readmanp. This work will be
completed in FY2021/22 and will update cur
positian on the use of renewable energy and
the role of carbon removals (offsets) This
siralegic ambition builds on earlier actions
taken onclimate change as part of Plan A

and on the existing approved science-based
targets to reduce greenhouse gas emissions,
80% reducticn by 2030, 90% reductian by
2035, and a cumulative project-based target
for our wider value-chain of 13.3 miltion tannes
CO.e by 2030.

The adjacent chart demonstrates that this has
been an issue we have taken seriously, and we
have already made demanstrable progress

on reducing our operational emissions {scope
and 2) against the baseline of 2006/2007. Cur
scope 3 baseline will be set against our 2016
position, inline with our science-based target.
Modelling indicates that cur total value-chain
greenhouse gas emissions at that time were
c.6 4 millicn tonnes.

We intend to track our progress against scope
and scope 2 emissions in future years using the
adjacent chart, and will incorporate and track
progress against scope 3 emissions in the
corming years, building on our science-based
targetinthisarea.

Inaddition to this, we will undertake scenario
analyses during 2021/22 to update our
understanding of cimate-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}

700,000 ‘
Baseline

in 2017, we agreed
Science-Based Targets

2020 2021
|

$00,000
500,000
400,000
300000

o L “‘l“'li‘l‘ll

200,000
100,000
Baseline* 201 2012 2013 2414 2015 2016 207 2018 2019
L

10-year performance snapshot
@ Location-Based @ Market-Based

* Baseline year s 2006/07 This has been used consistently as our baseline year in annual Plan A performance
reports and our submissiens to the Carbon Disclosure Project {CDP).

**In accordance wilh GHG protocol guidelines, and in absence of appropriate renewable sourcing inour
2015-16 reporting year and prior, our location-based emissions were equat to market-based emissions
Sigruficant reductions inmarket-based parformance in 201715 primarily due to the procurement of renewable
electricity All figuresrepresent scope 1and ? data only so as to present a far and Like-for-like trend

for comparison

“M8&S is already taking action
to address the implications
of climate change, having had
amission reduction plans in
place for our own operations
for over 14 years.”

Steve Rowe, Chief Executive

COVERNANCE

Over a decade ago, M&S recognised climate
change as a shared and potentially existential
environmental threat, and one that could pose
achallenge to our global business operations
and supply chain. In addition to our clear
corperate responsibility for cutting emissions
to avoid the worst conseguences of climate
change, we recognised that our energy costs
could increase over time and we could be
required by law Lo cul emissions We also
acknowledged that a changing climate could
make some raw materials scarce and more
aexpensive. It was our view that, by responding
effectively, we would build greater business
resilience and be better placed to benefit from
shifting market demands far lower emission
products and services.

Thatis why, in 2007, we committed to making
cur UK and Repubtlic of Ireland operations
(stores, offices, warehouses, business travel
and logistics) carbon neutral by 2012. M&S has
been aleader on climate change transparency,
being one of the early companies to makea
full submissicn to the Carloon Disclosure
Project and to publish CHG emissions, assured
by a third party under their propnetary
methodclogy, in 2008.Since then, we have
transparently reported on the progress

we have been making on reducing our
greenhouse gas emissions inour annual Plan A
reports and through the Carben Disclasure

Project. Creenhouse gas emissions data

for M&S operaticns (scope 1and 2)in 2020/21
can be found within the streamlined energy
and carbon reporling section on page 32
and inour Plan A Report on pages 30-32,
available on our corporate website at
marksandspencer.com/plana.

We also took early action to understand the
physical risks associated with climate change,
commissioning specialist consultancias to
carry out reviews on our food and clothing
supply chainin 2012 and our property estate
N 2015. We knew we would have to revisit our
plans periodically to ensure they are keeping
pace wiLth the need for decisive action on the
climate emergency

Since then, much has changed. The increased
focus and awareness on climate change in the
investor community is noticeably different
frorm 2007, While this is our first year onthe
journey to aligning our climate related
disclosurestothe TCFD framework, these
disclosures will evolve to become even more
comprehensive as the Company implements
the actions outlined on page 76 during
2021722 We believe we have made good
progress towards TCFD recommendations
this year and plan on delivering a fully
compliant disclosure for FY2021/22.

KEY MILESTONES IN OUR CLIMATE
CHANGE JOURNEY

20082

Full submission to Carbon
Disclosure Project

Established our global greenhouse
gas emissians reporting boundary
Launched Plan A, aur suslainability

programme. Set an ambitionto be
carbon neutralin operations by 2012

2006

2007

20012 Achieved carbon neutrality nUK
and ROl operations and reduced

emissions by 22%
Achieved carbon neutralityin
International operations

New targets approved by the
Science Based Targets Initiative.
Signed up as a supporter to TCFD

20020 Reduced emissions by 70% against
our 200&/7 basetine. Signed up to
British Retail Cansorlium’s Climate
Actionroadmap

20121 Began preparations for the future

adoption of TCFD reporting
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ESGCOMMITTEE REPORT CCNTINUED

TASK FORCE ON CLIMATE-RELATED FINANCIAL DISCLOSURES REPORT CONTINUED

PREPARING FOR TCFD - IMPROVING GOVERNANCE

Governance

At the end of 2020, in response to increasing stakeholder interest and
pressures relating to environmental, sustainability and governance
matters, we announced the creation of a new Board Sub-Committes
on ESG While the creation of this new Committee provides enhanced
visibility at the top of the erganisation, it 1s only part of the wider
gavernance arrangements in place te 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.

Aswilh all matters delegated by the Board, the CEQ is ultimately tasked
wiLh the delivery of the Company’s ESG programme. To effectlively
discharge these duties, his executive leadership team, the ExCa, have
collective responsibility for the delivery of the ESG targets, as approved
by the ESC Committee on behalf of the Board. The Managing Directlor
of each of the five accountable businesses (Feod, Clothing & Home,
international, Retall & Property and Bank & Services) has respons bility
for the creation and delivery of targetsin their business,in addition to
the collective responsibility they have as members of the ExCo

During the course of the year, the Board, ESC Committee and ExCo have
made good progress an revitalising Plan A, whichincludes a strategic
ambition to be a net zero business. In addition to this, the ESC
Committee recommended Lhat the Group provides disclosure onits
progress towards adoption of the TCFD recommendations, ahead of the
new Listing Rule coming into effect from our next year end. While the
detailed delivery plan and means of measurement underpinning this
net zero ambition and future TCFD statement s will be developed in
2021/22 work is already under way to develop and agree shart- and
medium-term targets for each of Lhe businesses, as well as the structure
to aggregate them at Croup level Performance against these targets
will be tracked by our Transformation Project Office team, with quarterly
reports being provided to both the ExCo and ESC Committee, as well as
at least annually to the Board

METRICS AND TARGETS = WHAT ARE WE COMMITTING TQ?

Risk Management

M&S has established a risk management framework that allows
consistent adherence to, and application of, risk management principles
across the Group, with each business and function accountable for
identifyingits specific risks. Climate change is considered within

two principal risks in the Group risk assessment, “social, ethical and
environmental responsibility” has been identified as a new principal

nsk in our 2020/21 Annual Report, and we have also specified future
compliance with mandatory TCFD reporting in our existing "corporate
compliance and responsibility” risk. At 2 business/functional level,
climate change considerations also form a part of the Plan A risks that
are being managed by our International and Property businesses within
their risk registers

The structure of the Group'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 their business' risk register,
and for managing and resourcing mitigating activities The ExCo
members are Individually 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
sigrificant risks are appropriately monitered and managed.

As required by the UK Carporate Governance Code, the Audit
Committee I1s tasked with ensuring the effectiveness of therisk
management process, as well as confirming that the principal nsks and
uncertainties of the business are appropriately disclosed externally
However, fromthis year and as parl of our governance and non-financial
cantrol arrangements, the ESC Committee has also supported this
process by reviewing and providing the Audit Committee with
recommendations on atl ESG-related risks, including cimate change,
Further details on the Group’s overall risk management process are
available on page 47.

When we launched Plan Ain 2007, we made
the commitment to have carbon neutral
operations by 2012. In 2012, we achieved our
original climate-retated goal for our own
operations, reduciNg emissions by 22%,
sourcing renewable electricity and investing
in offsets to compensate for rermnaining
emissions. Since 2012, we have continued to
refine our targets and deliver further
emissions reductions. In 2017, we confirmed

target of 80% by 2030. Creenhouse gas
emissions data for M&S operations (scope 1
and 2)in 2020/21 can be found within the
streamlined energy and carbon reporting
section on page 32 and in our Plan Areport
on pages 30-32 (availlable on our corporate
website). As detailed inthe chart on page 75,
these measurements are set against our
oniginal baseline year of 2006/7.

The second science-based target, overthe

Qur strategic ambition is to enhance our
climate change commitments from carbon
neutral operations loday to net zerc emissions
by 2035 Over the course of the next 12
monlhs, we will set out what we mean by that
and the role that reductions, renewable energy
and removals foffsets) play in meeting the
overall ambition, Detailed work will be
conductedin 2021/22 to determine the
delivery roadmap to achieve this ambition in

our science-based targets Thefirst was a
cemmitment to reduce operational emissions
{scope 1and 2) by 80% by 2030 (compared with
2007 levels). In 2020/21, our market-method
emissions were 177,000 tonnes CO e, down

by 72% on 2006/7 {640,000 tonnes CO.e),
putting us in a good position to achieve our
first operational emissions science-based

CONCLUSION

same time penod, committed to cut emissions
inour supply chain (scope 3) by a cumulative
13 3million tonnes (classified as being “well
under 2°C™ by the Science Based Targets
Initiative). This was set against a baseline of
modelled ermissions tatalling .6 4 million
tonnes annually

the short, medium and long term, including
the contrnibutions required from each of the
accountable businesses and our supply chains.

The results from our scenario analyses will also
inform our proposed metrics and actiohs to be
taken on climate-related risks and opportunities.

|
ACTION WE WILL TAKE IN 2021/22

Playing our part in the retail sector

In September 2020, as part of supporting the low carbon
transition, we signed up as supporters to the British Retail
Consertium's Climate Action Roadmap. M&S is committed to
working with other retailers, our suppliers, the government
and other stakeholders, and to support customers collectively
to deliver the retail industry’s net zero ambition
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— Publish the delivery roadmap to underpin our new

three scopes.

net zero ambition with clear targets across each of the

— Continue to track our performance against the baseline.
— Conduct scenario analysis.

— Publish the climate-related risks and opportunities over

the short, medium and long term.
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AUDIT COMMITTEE

66

Committee members
have guided
management on the
controls required 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™),l am pleased to
present the Committee’s report for the
year ended 3 April 2021. These pages
outline how the Committee discharged
the responsibilities delegated to it by the
Board over the course of the year, and
the key topics it considered in doing so.

While the Committee’s core duties were
unchanged, there was particular focus

on improving 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
continuity plans. Additionally, oversight
was provided to ensure comprehensive
rmeasures 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 inmore detail in the Principat
Risks and Uncertainties section on

pages 48 to bh.

However, the new environment in which
the business now operates 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 and
controls requiredin successfully
delivering activities in this new digitaland
data space covering the creation of MS2,
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:
introduction of the Code of Conduct
compliance framework; deepening the
understanding of responsibilities and
accountabilities within the Ocado Retail
joint venture; creation of the Compliance
Monitoring Committee to support
management in discharging their duties

COMMITTEE MEMBERSHIP

REPORT

relating to M&S Bank; and, ongoing work
to improve business unit level risk
reporting and monitoring.

The Cemmittee fulfils a vital role in the
Company’s governance framewark,

providing valuable independent challenge

and aversight across the Company’s
financial reporting and internal control
procedures. Ultimately, it ensures that
sharehaolder interests are protected, the
Company's accelerated transformation
is supported and long-term valueis
created. The Committee’s newest
member, Evelyn Bourke, brings significant
financial andrisk experience to drive the
continued improverments provided by
the Committee. Our thanks go to Pip
McCrostie for her valuable contributions
overthe 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 direclors. At the 2020 AGM,
Alison Brittain stepped down from the Board
and the Committee. Pip McCrostie also
retired at the end of March, following the final
Committee meeting of the year,and the
Committee welcomed Evelyn Bourke asits
newest member in February 2021. Detailed
information on the experience, qualifications
and skillsels of all Committee members can
be found on pages 62 Lo 64,

INDEPENDENCE AND EXPERIENCE

The Board has confirmed that it 1s satisfied
that Committee members possess an
appropriate level of independence and
relevant financial and cormmercial experience
acrossvarious industries, including the

retail sector

The Board has alsoconfirmed that iLis
satisfied Lhat Andy Halford and Evelyn
Bourke possess recent and relevant financial
experience, as did Pip McCrostie who was a
member of the Committee for Lhe duration
of the year,

The Committee held six meetings during the
year, with members of senicr management

invited to attend and to present as and when
specialist Ltechnical knowledge was required.

The Commitlee met wilhout management
present before each full meeting Lalso met
privately with the lead audit partners, and
separately with the Head of Inlernal Audit &
Risk, after each meeting.

Itis important for the Committee Chair to
fully understand any topics of particular
concern to facilitate meaningful dialogue
during Commitlee meetings. To support him
in fulfilling this role during the year, Andy
Halford met regularly, on a cne-to-one basrs,
with the Chief Financial Officer] the Director
of Group Finance, the Head of Internal Audit &
Risk, members of senior management and
Lhe lead audit partner frem Deloitte

More information about the Audit
Committee is available in our full disclosure
of compliance with the UK Corporate
Governance Code at marksandspencer.com/
thecompany.

Member Number of Maximum

since meetings possible

attended mestings
Andy Halford 1Jan 2013 6 &
Justin King 4 Nov 2019 6 5
Pip McCrostie 10 Jul 2018 6 &
Alison Brittain? 11 Mar 2014 2 2
Evelyn Bourke 1 Feb 2021 1 1

1. Meetingswere held with the lnterim Chief Minancial Officer asrequired prior to Eom Tonge joming the business
2. Alison Brittain stepped down from the Committee on 3 duly 2020
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AUDITCOMMITTEE REPORT CONTINUED

WHAT WAS ON THECOMMITTEE'S AGENDA IN 2020/21

COREDUTIES

The Cormmmittee underioak the following core
activities during the year:

— Monitored the integrity of the annual and

interim financial statements and any formal

announcements relating to the Company’s
financial performance, with a focus on

reviewing the significant financial reporting

policies and judgements within them

— Reviewed internal controls and risk
management processes particularly inthe
context of challenges pesed by Covid-19
and Brexit.

— Assessed and determmed the treatment
for Covid-12 impacts on the balance sheet,
covering accounting treatment and
government suppaort, specifically furlough
and business rates relief

— Reviewed the Board's approach
to assessing the Company's
long-term viability.

— Debated and agreed changes tothe
principal risks.

— Maintainedthe relationship with the
external audilor, including monitoring
their independence and effectiveness.

— Reviewed the effecliveness of the
Company's whistleblowing, fraud, gifts
and hosprality procedures

— Reviewed and approved Lthe Company’s
statement of compliance with the
Crocernes Supply Code of Practice

— Assessed whether the Annual Report,
taken as a whole, was fair, balanced
andunderstandable.

- Reviewed and approved the Company’s
Euro Medium Term Note ("EMTNT)
programme, including buyback of
previgusly listed medium-term notes,
as well as supporting and approving the
decision to apply for the government’s

Covid Corporate Financing Facility (“CCFF™)

programme, which was successfully
abtained but remains undrawn.

— Reviewed the effectivenessand
independence of the Internal
Audit & Risk function,

— Reviewed forthe second year the
appropriateness of segmental reperting
units and assumptions underlying the
cost allocations.

INTERNAL CONTROLS FRAMEWORK

The Committee received updates oninternal
control matters from the Internal Audit team
at each meeting, as part of its key duty to
review the Company’s internal control
processes This regular monitoring of the
internal control framework ensured timely
identification of issues and format 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 Commuttee or the full
Board, and the resulting improvement plans
were monitored by the Committee
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Risk and control updates

Inline with the Group Risk Policy, our
accountable businesses and key functions
remain accountable for managing and
reporting their risks, as well as maintaining
their internal control environment. The output
of these activities are reviewed by the Audit
Committee through annual updates provided
directly by management. A summary of each
core management updateis provided below

External audit

The Committee also noted the internal control

findings highlighted in the external auditor’s
report and confirmed that 1t is satisfied that
thereis no matenat rmsstatement and that
relevant actions are being taken to resolve
the control matters raised

The FRC's Audit Qualily Review ("AQR") tearm's
review of last year's audit resulted inan overall
rating of limited improvements required with
no key findings arising Only one area of
testing (Inventory) was identified as requiring
limited improvements. The audit of our going
concern basis of accounting was highlighted
by the FRC as an area of good practice

Non-financial controls

Finally, the Committee reviewed improvements

tothe Group's overarching governance and
internal control framework Asreperted last
year, the Company launched a new Code of
Conduct setting a floor of commitmentsand
responsibilities for business conduct based on
the Croup's principal risks and regulatory
requirements. During the course of the year,
he Cormmittee has monitored compliance
with the Code on a bi-annual basis via metrics
measuring adherenceto key policy areas. The
Comrnittee believes that this change andthe
supporting architecture of the compliance
metrics has provided sufficient visibility to
maenitor and assess risk and produced an
overallynprovernent inthe Company’s
non-financial controls,

MANAGEMENT UPDATES

The Committee received detailed updates
from cne or more business area at each of
iLs meetings, an overview of each update is
summarised below. Each update includes a
review of the risk register, including progress
made to implement key mitigating actions,
emerging risks being monitored and
outstanding actions from Internal Audit
reviews completed. Management has also
confirmed how it continues Lo maintain key
control and assurance activities These
presentations are scheduled on a rolling
12-month basis, with additional matters
identified by Internal Audit added throughout
the year as they arise.

Retail, Property & Business Continuity

— Evaluated results and agreed actions frem
business continuity exercises, tests and
assurance reviews which had Laken place
globally. Assessment areas included
Covid-19 outbreaks, terrorist threats,
disruption caused by Brexit, supplier
resilience, cyber-attacks and fire damage

— Assessed updates on assel management,
covering strategic programmes in relation
to the UK store estate, lease management
and payment systems

Clothing & Home

—~ Reviewed risks arising from rapid growlh
in online sales and plans to mitigate
them, including warehouse capacity and
logistics, supply chain preparedness and
talent capability.

- Considered and monitored the risk appetite
for the third-party brands strategy.

- Discussed changing customer behaviour,
the uncertamty within the C&H market
arising from Lhe pandemic, and reviewed
and monitered product design, stock
management plans and related activities.

Food

— Reviewed and assessed the changing nature
of risks relating to the Ocado Retail joint
venture, from the successful launch of
M&S product on the platform through to
increasing demand for online groceries
and the subsequent strategicimpacts.

— Challenged management on CSCOP Issues
and encouraged proactive engagement
with the new Crocery Code Adjudicator

— Monitored customer health as anemerging
risk and the acceleration of our health and
nutrntion strategy as a mitigating initiative.

International

- Evaluated the mitigating acticns presented
by management against various Brexit
scenarins and differing responses to
Covid-191n local jurisdictions,

~ Reviewed and debated the developing
maturity of financial controls in each
market, including planned enhancements
such as sourcing optimisation and SAP
implementation.

Digital & Data and Sparks

— Assessed and debated the increasing
possibitity of hacking and data breaches,
specifically the mitigations in place to
protect sensitive custorner data

— Discussed datause and ethics, encauraging
management 1o codify internal practices

Bank & Services

— Considered the regulatory responsibilities
and risks assaciated with having commercial
partners aperating under the M&S brand

— Enhanced aversight and assurance
of FCA-regulated activities through
the creation of the Compliance
Momtonng Committee.

Technology transfarmation

- Reviewed new controls for prohibiting
unauthorised technology use, protecting
information security and managing
critical technology suppliers

HR

— Challenged the merit of devalving HR
responsibilities into each business unit,
recommending that the Board review Lhis
in detail.

- Scrutinised the methodology and
calculation For recording furloughincome



AUDITCOMMITTEE EFFECTIVENESS REVIEW

The Committee’s performance was
reviewed as part of the 2020/21 externally
facilitated Board Evaluation, which is
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 AND UNDERSTANDABLE

The Committee was considered to be
operating well in terms of meeting
structure and the levels of engagement
provided by its members, with demands
onmembers’ time viewed as extensive but
not problematic. The range of assurance
provided to the Beard 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 good progress on
the 2020/21 action plan, particularly in
relation to increasing the focus on risk
reporting, compliance monitoring and
emphasising accountability for risk at
business unitlevel.

2021/22 ACTION PLAN

- Review the effectiveness of the Internal
Audit function and its activities.

- Continue to increase focus onrisk
reporting and accountability for risk at
business unit level.

- Increase focus on financial and non-
financial controls, including monitoring
effectiveness of the Code of Conduct,
GSCOP compliance, the Financial
Controls Framework and master
data reviews.

— Review the implications of the BEIS
white paper on restoring 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 the request of the Board, the
Committee has considered whether,
inits opinicn, the 2021 Annual Report &
Financial Statements are fair, balanced
and understandable, and whether they
provide the information necessary for
shareholders to assess the Croup’s
position and performance, business
model and strategy.

The structure of the Annual Report
focuses strongly on the key strategic
messages Iin the Strategic Report. [t 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 presented by the
business are both clear and reflective of
the Company asa whole.

The Committee received a full draft of
thereport and provided feedback onit,
highlighting the areas that would benefit
from further clarity. The draft report was
then amended toincorporate this
feedback ahead of final approval.

The Committee was provided with a list
of the key messages included in the
Annual Report, highlighting those that
were positive and those that were
reflective of the challenges from the
year. A supporting document was also
provided, specifically addressing the
following listed points, highlighting
where these could be evidenced within
the report.

When forming its opinicn, the Committee
reflected on the information it had
received andits 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 beenincluded?

— Isthe narrativein the reperting on the
business performance in the front of
the report consistent with that used
for the fimancial reporting in the
financial staterments?

— Are the key messages in the narrative
reflected inthe financial reporting?

— Are the KPls disclosed at an appropriate
level based on the financial reporting?

ISTHE REPORT BALANCED?

- Isthere a good level of consistency
between the narrative reporting in
the front and the financial reporting
inthe back of the report; and does the
rmessaging presented within each part
remain consistent when oneis read
independently of the other?

— Isthe Annual Report properly
considered a document for
sharehoiders?

~ Arethe statutory and adjusted
measures explained clearly with
appropriate prominence?

— Arethekey judgements referred
toin the narrative reporting and the
significantissues reported in this
Audit Committee Report consistent
with the disclosures of key estimation
uncertainties and critical judgements
set out in the financial staternents?

GCOVERNANCE

— How do the significant issues identified
compare with the risks that Deloitte
plans toinclude in its report?

IS THE REPORT UNDERSTANDABLE?

— Isthere a clear and understandable
framework to the report?

— Aretheimportant messages
highlighted appropriately throughout
the document?

— Isthe layout clear with good 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
afair, 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

SIGNIFICANTISSUES

The Audit Committee has assessed
whether suitable accounting policies
have been adopted and whether
manageément has made appropriate
judgements and estimates.

Throughout the year, the Finance tearn
hasworked to ensure that the business is
transparent and pravides the required
leve| of disclosure regarding significant
issues considered by the Committea in
relation to the financial statements, as
well as how these issues were addressed,
while being mindful of matters that

may be business-sensitive.

This section outlines the main areas of
judgement that have been considered by
the Committee to ensure that appropriate
rigour has been applied. All accounting
policies can be found in note 1 to the
financial statements. Where further
information is provided in the notes to

the financial statements, we have
included the note reference.

Each of the areas of judgement has been
identified 25 an area of focus and therefore
the Committee has also received detailed
reporting on these matters from Deloitte.

PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave consideration to the
presentation of the financial statements
and, in particular, the use of alternative
performance measures and the
presentation of adjusting items in
accordance with the Group accounting
policy. This policy states that adjustments
are only made to reported profit

before tax where income and charges

are significantin value and/or nature.

The Committee received detailed reports
from management outlning the
judgements applied in relation to the
disclosure of adjusting items. In the
current year, management has included
inthis category: impairments of intangible
assets, theimplementation and execution
of strategic pregrammes; 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 loyalty
programme transition; the reductionin
M&S Bank charges incurred in relation

to the insurance mis-selling provision;

and charges relating to GMP other
pension egualisation,

@ seenoteSonplM
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PROPERTY MATTERS (INCLUDING
ASSET WRITE-OFFS, ONEROUS
LEASE CHARGES AND USEFUL
ECONOMIC LIVES)

The Committee has considered the
assessments madein 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 impatrment, accelerated
depreciation, dilapidations, redundancy
and onerous lease costs (including void
periads). The Committee has reviewed the
basis for the key assumptions used in the
estimation of charges (most notably in
relation to the costs associated with
property exit/sub-let costs, the sale
proceeds expected to be recovereg

on exit, where relevant, and the cash
flows to be generated by each cash-
generating unit in the period to closure).
The Coammittee has challenged
management and is satisfied that the
assumptions made are appropriate.

The Committee is also satisfied that
appropriate costs and associated
provisions have been recognised in

the current financial year.

@ Seenotes1, 5,15 and 22 an pi29, pl4),
pI58 and pi7s

IMPAIRMENT OF GOODWILL, BRANDS,
TANGIBLE AND INTANGIBLE ASSETS

The Committee has considered the
assessments made in relation to the
impairment of goodwill, brands, tangible
and intangible fixed assets, including land
and buildings, store assets and software
assets. The Committee received detailed
reports from management outlining

the treatment of impairments, valuation
methodology, the basis for key
assumptions (e.g. discount rate and
long-term growth rate) and the key drivers
of the cash flow forecasts. The Committee
has challenged management andis
satisfied that these are appropriate

The Committee has also 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.

° See notes 1,5, i4 and 15 on p129, p141
and p156-160

INVENTORY VALUATION
AND PROVISIONING

As a direct result of the restrictions on
non-essential retatlimpesed 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 i
was required at the end of last year.
However, stronger trading particutarly 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 pravisions 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
storage and fabric cancellation provisions.

Incremental provisions remain in place
where risk remains and include a provision
against excess stow-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 recoverability
of the cost of inventories held at the
balance sheet date and the nature and
condition of current inventory. When
calculating inventory provisions, the
Group has considered the nature and
condition of inventory, as well as applying
assumptions around the easing of
Cowvid-19 restrictions. The Committee has
concluded that such are appropriate

The assumptions have been disclosed
inthe financial statements.

© Seenotes1and5on pl29 and pld)




SIGNIFICANT ISSUES CONTINULD

GOING CONCERN AND
VIABILITY STATEMENT

The Committee has reviewed the Croup’s
assessment of viability over a period
greater than 12 months. In assessing
viability, the Committee has considered
the Group's position presented in the
budget and three-year plan recently
approved by the Board. In the context
of the current challenging environment
as a result of Covid-19, a downside
scenario was applied to the plan.

This was based on the potential financial
impact from business disruption as a
consequence of one, or mare, of the
Group's principal risks and uncertainties
materialising and both the specific risks
associated with the Covid-19 pandemic
and the uncertain high street trading
envircnment. The Committee

has concluded that these assurmptions
are appropriate.

The Committee has also reviewed the
Croup's reverse stress test that was
appliedto the model. The Committee
has reviewed this with management
and is satisfied that this is appropriate in

supporting the Group as a Going Concern.

In addition, the Committee received
regular updates on the steps taken

by management regarding liquidity,
including the extension of the relaxation
of covenant tests with the Group's lending
syndicate of banks providing the £1.1bn
revolving credit facility, now up to and
including the pericd to March 2022,

The Committee is satisfied that these
measures have reduced liquidity risk.

© Seenotelon pl29

RETIREMENT BENEFITS

Following the significant reduction in
the pension surplus during the year, the
Committee has reviewed the actuarial
assumptions, such as discount rate,
inflation rate, expected return of scheme
assets and mortality, which determine
the pensicn cost and the UK defined
benefit scheme valuation, and has
concluded that they are appropriate.
The assumptions have been disclosed
in the financial statements.

° See note 17 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 historical returns

and redemptions. The Committee has
considered the basis of these accruals,
along with the analysis of historical returns
and redemption rates and has agreed with
the judgements rearhed by management.

© Seenote19on pl62

SUPPLIER INCOME

The Committee is satisfied that this
continues to be monitored closely by
management and controls are in place
te 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 income on certain balance
sheet accounts.

© Seenotelonpl29
VALUATION OF MARKS AND

SPENCERGROUP PLC COMPANY
ONLY INVESTMENT

Marks and Spencer Group plc holds
investments in Group companies which
are reviewed annually for impairment.
Management has prepared animpairment
review based on estimated value in use of
the Group. A partial impairment reversal
of the prior year impairment charge has
been recorded (see note Cé Investments
on page 185). The Committee has reviewed
rmanagement papers outlining the key
assumptions used in calculating the

value inuse 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 Croup’s statutory auditorin 2014
following aformal tender process. The
lead audit partner, Richard Muschamp,
hasbeenin 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 nolater

than 2024.

The Committee recommends that
Deloitte be reappointed as the Company's
statutory auditor for the 2021/22 financial
year. It believes theindependence and
objectivity of the external auditor and
the effectiveness of the audit process

are safeguarded and remain strong.

The Company is in compliance with the
requirements of the Statutory Audit
Services for Large Companies Market
Investigation (Mandatory Use of
Competitive Tender Processes and Audit
Committee Responsibilities) Order 2014
and the Corporate Governance Code.
There are no contractual cbligations

that restrict the Committee’s choice of
external auditor.

EFFECTIVENESS

The effectiveness of our external auditor

1sassessedin 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 requiar interactions with the
external avditor. The targeted group
include: the Chief Financial Officer,
Director of Group Finance, the four
Finance Directors for Clothing & Home,
Focd, International and Retail & Property,
the Head of Investor Relations, Head of
Finance Group Reporting and Head of
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 frem the target groups was
overall positive. It was agreed that

the audit team had continued to be
responsive and cooperative and had again
dermcnstrated flexibility and adaptability
inworking with management day-to-day
to overcome the chaltenges 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
oh a number of key issues had been
appreciated and had allowed a number
of items 1o be addressed in advance of
the yearend.

The audit partners continue to have a
good understanding of our business.
Acomnmon theme reflected a desire for
more engagement outside of the peak
year end period.

NON-AUDIT FEES

To safeguard the independence and
objectivity of the external auditor, the
Committee has putin place a robust
auditor engagement policy which it
reviews annually, The policy is disclosed
on marksandspencer.com/thecompany.

The Committee is satisfied that the
Company was compliant during the vear
with both the UK Corporate Governance
Code and the FRC’s Ethical and Auditing
Standards inrespect of the scope and
maximurn permitted level of fees
incurred for non-audit services provided
by Deloitte. Where non-audit work is
performed by Deloitte, both the Company
and Deloitte ensure adherence to robust
processes to prevent the objectivity

and independence of the auditar fram
being compromised.

ALl non-audit work performed by
Deloitte, with fees inexcess of £50,.000,
was put to the Audit Committee for
prior consideration and approval. For
rnon-audit work where fees were below
£50,000, approval was obtained by the
Chief Finance Officer and the Audit
Committee natified 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 ratic for
the financial year ended 3 April 2021 was
0.09:, compared with the previous year's
ratic of 0.33:1. The majority of the £0.2min
non-audit fees paid in total to Deloitte
duning 2020/21 was mcurred for assurance
services provided during the year. These
comprised fees in respect of the Half Year
review, turnover certificates and, the
annual Euro Medium Term Note (EMTN)
programme renewal. It is normal practice
for such assurance services to be provided
by the Company's statutory auditor.

No additional recurring or one-off
non-audit services were provided during
the year

In addition, the Committee reviewed and
approved the audit fee for the year,
making sure any fee increase was
understood and reasonable.



ASSURANCE AND INTERNAL CONTROLENVIRONMENT

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 support the
business in actively managing risk, based
on our awareness of risk factors, rather
than to simply avoid 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 p48-56 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 censolidated
accounts, capital expenditure, project
governance and information security,
and the Group's Code of Conduct.

SOURCES OF ASSURANCE

The Beard has delegated responsibility
for reviewing the effectiveness of the
Group’s systems of internal control to the
Audit Committee, which includes financial,
cperational and compliance controls

and risk management systems. The
Committee is supported by a number of
sources of internat assurance frorm 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, whichis structured to alignwith the
Croup's strategic priorities and key risks and
15 developed by Internal Audit with input
from management. The plan has been
reviewed periodically throughout the year to
canfirmit remains relevant for new and
emerging circumstances, particularly
changes during the pandemic which
impacted business priorities, our risk profile
and assurance activities For example,
rmultiple lockdowns across allUK and
international locations impacted how food
safety audits were conducted at our own
sites and those managed and operated by
suppliers and franchise partners. The
findings and actions from Internal Audit
reviews are agreed with the relevant business
area, communicated to the Audit Committee
and tracked through to completion.

The work completed by Internal Audit
during the year focused on keyrisks
including information security,

preparations for the Ccado launch,
financial controls and new business
activity like external brands, as well as
areas driven by Covid-19, such as furlough,
supplier payments, elements of stack
management and food safety assurance
activities during the pandemic.

2.Management updates and risk
deep dives

As part of the Committee’s annual
calendar, it receives updates cnrisk
management, maturity of control and
assurance activities from individuat
business areas and functions. These
updates are complermented by Internal
Audit’s independent audits performed
within these areas.

3.Functional assurance

Abroad range of assurance activity has
been designed and deployed across

the business to target key risk areas, such
asethical 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 oversight and
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 output from these
discussions forms part of the cyclical
updates provided tc the Audit Committee.
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The Croup was compliant throughout
the year with the provisions of the UK
Corporate Governance Coderelating to
internal controls and the FRC's revised
Cuidance on Audit Cornmittees 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 111
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 Committee has identified areas
requiring improvement, processes are n
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
Covernance Code at marksandspencer.
com/thecompany.

INTERNAL ASSURANCE FRAMEWORK

Sourceof infarmation

Frequency/nature of renorting

Internal Audit — Internal Audit Plan
- Follow-up of remediation

and otherirregularty
- Adhoc engagement with

— Regular reports against Plan

— Updates on fraud, whistleblowing

Formal updates
presentedtothe
Committee at
each meeting

Updatestothe
Audit Committee Chair

the business inresponse to new/
emerging risks or major incidents
~for example, Covid-19

asrequired

Management
updates and
risk deep dives

Papers submitled ona range of
issues including'

— Information security

-~ Bribery

- Code of Conduct

- GS5CCP

- Financial control

— Risk deepdives frem individual
business areas and functions

Format updates
presented to the
Committee annually
and as needed

Audit

Committee

Functional
assurance

Functional audit activities
undertaken, including:

- Foodsafety andintegrity
— Ethical audils
— Trading safely and legally

Updates provided to
the Commitiee as part
of annual business
updates where
appropriate and

as requested

Operaticonal

oversight

For example:

- Compliance Monitoring
Committee
— Fire,Health & Safety Committees
— Customer & Brand
Protection Committee
— Business Continuity Committee
— Business Unit Operaling Reviews

Updates presented
tothe Committee
annually,

and as needed
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REMUNERATION

REMUNERATION OVERVIEW
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Retait atitsheartisa
people business. The
Committee takes a keen
interestinall colleague
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

On behalf of the Board, | am pleased to
present our 2020/21 Rernuneration Report.

The Remuneration Report provides a
comprehensive picture of the structure
and scale of our rermuneration frarmework,
its alignment with the business strategy
and the rest of the workforce, as well as
the decisions made by the Cornmittee

as a result of business performance for
this year and the intended arrangements
for 2021/22.

IMPACT OF COVID-19 ON
REMUNERATION ARRANGEMENTS

As highlighted in last year's report, the
Committee applied robust and proactive
discretion to the 2020/21 application of
the Remuneration Policy. This tock the
form of cancelling the bonus scheme for
the year and mitigating against the risk of
windfall gainsin Performance Share Plan
(PSP) outcomes by significantly reducing
the grant level for the year. In addition, and
with shareholders' support, target setting
for the PSP award was delayed until
Cecernber 2020 to ensure, as best as
possible, that specific metrics were
challenging but achievable follewing the
significant impact of the pandemic

The Committea remains focused on
ensuring flexibility in pay structures
allowing for appropriate reward and
recognition of executives, balanced
against shareholder interests and
uncertain externalinfluences. As detailed
earlier in this Annuat 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 from
the pandemic. As such, the Committee
reflected on the appropriateness of the
exacutive pay framework. It concluded
that there remains sufficient flexibility in
the current structures and metrics and
alignment with the business plans to
maotivate and reward strong performance
at both the Group and individual level.

Following continued dialogue and
engagement with shareholders, the
Committee has agreed toreinstate in
full the incentive arrangement policies
previously approved by shareholders.
For 2021722, executive directors will,
subject tothe satisfaction of challenging
performance conditions, be eligible to
receive a bonus payrnent 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
remains critical. In approving this decision,
the Committee carefully constdered

how to appropriately reward executives
where a successful Covid-19 recovery
performance would be in the best
interests of sharehalders ang 70,000
MB&S colleagues. Further details of the
specifics of these incentives are detailed
on pages 96 to 98 of this report.

SHAREHOLDER ENGACEMENT
AND FEEDBACK

As referenced earlier, the setting of
performance targets for the 2020 PSP
award was delayed to allow the business
time to assess theinitial impact of
Covid-19 on the business and to review
the proposed strategic measures in light
of the business's response to the post-
pandemic trading envircnment. Ahead of
confirmation, the Committee consulted
with our major shareholders (representing
almost 50% of total shares inissue) and
shareholder 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 aresult of
this ongoing process of consultation
and adjustments made to the proposed
measures and weightings disclosedin
Last year's report, no further adjustrments
to the proposed targets and strategic
measures were made. Shareholders were
positive in their feedback and we thank
them far their cantinued 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
forthe 2020 PSP awards are detailed on
page 97 of this report.

Inaddition, to explicitly support key areas
of transformation delivery, the Committee
with the support of its shareholders,
introduced a basket of strategic measures
comprising 20% of the total award, Metrics
in this basket include digital growth and
food sates targets aligned with financial
plans and the provision of a better
customer experience in stores as a result
of the delivery of the strategic measures.
There will be no asscoiated payment for
threshotd performance levels. The
Cornmittee 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 considered appropriate. While
shareholders acknowledged that a
cliff-edge vesting fer measures is unusual,
they recognised the clear message being
sent by the Committee and welcomed

the simplicity of these key targets.
Batanced against the remaining 80% of
the performance targets being measured
on a sliding scale, no significant issues
were raised during consultation.

STRATEGIC ALICNMENT 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 (KPIs) and strategic

priorities being used across the business,
Theillustration below demonstrates this
strong linkage between the KPIs and
strategic priorities with executive
rernuneration at M&S. This strength of
alignment will enable the Committee to
ensure pay arrangements help to deliver
transformation and fulfil M&S's potential
for long-term sustainable growth.

The Committee will continue to
thorougbly review the pay structures

and incentive arrangements for the
seniar leadership team to ensure strong
alignment between the delivery of
husiness performance and the asscciated
remuneration arrangements, as the
business continues atong this accelerated
transformation journey to emerge
stronger and more competitive.

[¥)
J
=z
Performance Annual Bonus ‘Z(
KPI/Strategic priority As measured by Share Plan (PSP} Scheme (ABS) 5
KPI Adjusted earnings per share (EPS) ® 3
n . (=]
@ SceKPIs Return on capital employed (ROCE) Financial Results ®
onp37 Group PBT before adjusting items (PBT) e
Strategic Food with Ocadc re-positioned for growth ® [ ]
priority Delivering a reshaped and increasingly ® °
@ See omni-channel Clothing & Home business Achieverment
St.'at,‘i?" Accelerating the rotation of the Store Estate  against objectives ®
priorities : - -
onp7 An Internaticnal business focused on major °® °
partnerships and online growth
2020/21 PERFORMANCE
@ ® ®

ADJUSTED EARNINGS PER SHARE

1.1p

Adjusted EPS in 2020/21was 1 1p. This was
belowthe 26 9p Lhreshold required for any vesting
under this element of the 2018 PSP award

USE OF DISCRETION

RETURN ON CAPITALEMPLOYED

9.3%

Average three-year ROCE perfarmance was 9.3%
Thiswas below the required 111% threshold forany
vestingunder this element of the 2018 PSP award

GROUPPBTEBEFORE ADJUSTINGITEMS

£41.6m

Asreported inthe 2019/20 Directors’ Remuneration
Report, as a result of performancein the pricr
year and the unprecedentedimpact of the
Covid-19 pandamic, the Committee decided that
for 2020/21 only, there woutd be no bonus scheme
inoperation for the executive directors.

To ensure that pay outcomes
appropriately reflect individual and
business performance, together with
the wider economic and societal
climate, the Committee has overriding
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 variable 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 cperated as intended.

Aswas disclosed 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 rmitigate 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

WIDER WORKFORCE PAY ARRANGEMENTS

The Committee received regular and
varied updates during the year relating to
M&S pay arrangements. In addition to
those already outlined in the Committee'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, to approving
anincrease in the Save As You Earn share
scheme savings limit based on colleague
participation levels in prior years.

The Committee welcomes the
collaboration with the Business
Involvement Group (BIC) in receiving
direct feedback on colleagues’ views in
formal meetings. This dialogue ensures a
closetink between the pay philosophies at

Customer assistant hourly rate progression
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the most senior levels with those for the
broader poputation and understanding at
a colleague level any pay concerns and
questions raised.

To demonstrate the Committee’s

keen interest in wider workforce pay
arrangements within M&S, we have this
year expanded disclosure on these
specific areas; see pages 88 and 89.

As referenced earlier in this Annual
Report, the pusiness has taken great care
to support all colleagues during the
Covid-19 pandemic, which the Committee
and the Board were supportive of From a
pay perspective, these have included
supparting every colleague either to
seif-isclate or shield themselves to do so

andthe CEQ

—w Customer %
Assistant 130
hourly rate
changes 25

— CEQ base
salary 120
changes

on full pay; paying full pay for those
lower-paid colleagues placed on furtough,
and rewarding hardworking front-ling
store and e-comrmerce distribution
cotleagues with an additional short-term
15% supplementary payment.

For the financial year 2021/22 the hourly
rate for customer assistants increased by
5.6% to £9.50 an hour, compared with a 1%
increase for the CEQ. Between 2016 and
2021the hourly rate paid to customer
assistants has increased by 24% and over
the same period the increase in base
salary for the CEQ has totalied 4%, as
illustrated in the charts below.

Percentage change in pay for customer assistants

20z0/21 2021722

SINGLE FIGURE AND INCENTIVE SCHEME OUTCOMES

2016/17 2017/18 2018/19 2019/20 2020721 2021/22

Asis shown in the table on page 94, the
total pay for the CECG was ¢ 1% lower this
year, reflecting the lapsein full of the
2018 PSP award. Payments made to the
CFO reflect the annual contractual
remuneration payments since his
employment cn 8 June together with the
specific arrangernents made to facilitate
his recruitment. Further details are
provided on page 94,

None of the 2018 PSP will vest in respect
cf the three-year performance period up
to 3 April 2021. Page 98 of this report
provides further detait on the specifics
of the targets set and the respective
achieverment under each measure. The
remit of the Committeeis toensurethat
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 Committeeis
satisfied that this level of vesting is
reflective of the challenging business
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environment Steve Rowe and Archie
Norman have both highlighted earlier in
this Annual Report,

As previously disclosed, the 2020/21
Annual Bonus Scheme was not operated
for executive directors. To ensure
continued strong governance and
transparent reporting to shareholders,
and in line with the normal Committee
processes, executive directors continued
to be measured against a scorecard of
individual cbjectives aligned with the
strategic priorities set out earlier in this
report. No financial payment will be
madein respect of their achievements.
The Committee discussed each director’s
achievement against the relevant
individual performance targets and final
achieverent against these individual
objectives and this is detailed on page 96
of thisreport. In particular, the Committee
noted the strong and responsible action
taken by EcinTonge to strengthen
liquidity and preserve cashflow during
the pandemic.

Under Steve Rowe's leadership, M&S
successfully harnassed the impact of
Covid-19, ensuring the turbo charging of
the transformation while supporting
colleagues through this difficult periad.

CEOQ single figure as a percentage
of maximum opportunity

Annual
Bonus



PAY ARRANGEMENTS FOR 2021/22

When reviewing salary levels, the
Committee considers a number of internal
and external factors, primarily the salary
review principles applied to the rest of

the organisation, but also Company
performance during the year and external
market data. As a result of performancein
the year and the considerable effert and
resilience shown by colleagues across the
wider organisation, despite the impact of
the Covid-19 pandemic, it was decided to
implernent 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.
This increase 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
ageinst 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
maximurm opportunity witl remain at
200% of base salary.

The Committee continues to ensure

that the remuneration framewocrk for
executives is aligned with shareholder
interests. 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. It is 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. Given 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 appropristely
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,
in light 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. It is therefore
intended to grant PSP awards of 250% of
salaryin June 2021 tc executive directors.
In determining the size of the 2021 PSP
awards, the Committee noted that asa
result of the share price recovery over the
last 12 months, fewer shares would be
awarded than in 2020. Further detaiis 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 appointrment to the rele, the
Committee 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 CEC
demonstrably continues to make sound
decisions in the best interests of M&S
shareholders and colleagues, including
the voluntary reductionin his contractuatl
pension arrangements that was reported
last year. That said, the Committee
continues to keep a watching brief on
executives shareholdings against targets
to ensure that their attentions are focused
on the delivery of a positive shareholider
experience. The decisions implemented
for 2021/22 incentive arrangements

will help to provide an opportunity

for anincrease in shareholdings,

subject to achievement of associated
performance targets.

LOOKING 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 fairness and
value for money. The Committee will
continue to carefully monitor the pay
frameworks at the most senicr levels and
the organisation’s incentive arrangements
with a focus on M&S being an employer
of choice whore hard work and financiat
results are appropriately recognised

and rewarded.

Asis detailed later in this report 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
are in place to nurture and develop the
leaders of the future, as M&S plans for
long-term financial and environmental,
social and governance (ESC) success.

On behalf of the Remuneration
Committee, l'would Like to thark our
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&S s a proud advocate of employee share
ownership. The Board believesthat Lhis
supports colieagues to not only share in
M&S's success but also to behave as
owners of our business, aligned with our
shareholders’ interests. Across aur UK and
Irish colleagues, M&S has a significant
number of parlicipants in all employee
share schemes, colleagues hold over
120m SAYE options inour ShareSave
scheme and over 3,000 colleagues hold
shares in our Share incentive Plan
ShareBuy During the year, the Board
approved anincrease to the monthly
savings limit for the 2020 ShareSave
scherne, from £25Q to £500. Over 67% of
colleagues benefiting frem the increased
Limits are our front-line colleagues

CONSIDERATION OF COLLEAGUE PAY

The Committee monitors and reviews the
effectiveness of the executive reward
policy and its impact and compatibility
with remuneration policies in the wider
workforce. Throughout the year, the
Committee reviews the frameworks 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 is provided throughout
the year with information detailing pay
in thewider workforce, which gives
additional cantext for the Committee to
make infarmed decisions. The Head of
Executive Reward & Pay Governance
advises the Committee of the approach
which will be adopted with the
forthcoming UK pay review and

the Committee then considers the
executive directors pay in line with
these arrangemaents,

In approving the budget for the annual
boanus, the Cormmittee reviews all bonus
costs for the Company against the
operating plan. The Committee also
reviews and approves any PSP awards
made to executive directors and directors
below the Board prior to their grant.

88 Marks and Spencer Group plc

- Direct engagement with our colleagues:
Since 2018, the Chair of the National
Business Involvement Croup {BIC), our
colleague rapresentative body, is invited
to attend a Remuneration Committee
meeting each year to engage and
contribute on arange of topics and
aclivities During the year, representatives
from BiG have been engaged on a number
of pay-related tomd s, beyond the executive
level, including encouraging colleagues
ta participate in the review of our pay and
berefits package; and providing feedback
and support on increasing the monthly
savings limit for our ShareSave scheme. The
collaborative relationship that we have with
BIC steongly reflects our belisl inthe key
role that BIG plays in ensuring that the
Committeg has greater visibility of the

The Commitiee receives updatesona
variety of colleague engagement
initiatives. During the year, we moved away
from an annual survey to more ‘inthe
moment’ direct feedback. The new
monthly digitai colleague pulse tracks
colleague sentiment throughout the year.

This year, a thorough review of M&S's total
reward proposition was carried out and atl
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.

Colieagues are encouraged toraise
questions at the periodic all-colleague
announcements led by the CEQ. All
guestionsraised at this time are answered,
and comments made during the year
through surveys ar aur network of elected
celleague representatives via BIG are
considered. The Head of Executive Reward
& Pay Governance typically provides
anannual update to these colleague
representatives with an explanation of the
executive directors' pay arrangements
during the year,and they are able to ask
guestions on the arrangements and

their fit with the ather reward policies

at thistime.

things that really matter ¢ our cotleagues.
This also gives the Committee the
opportunity to explain and discuss our pay
practices and how executive pay aligns with
pay across the wider workforce. In addition,
the Head of Executive Reward & Pay
Covernance provides updates tothe
Committee as appropriate on pay and
people-related issues during the year.

~ Pay budgets: Under the remit of the

Remuneration Committeg, total budgeted
salary expenditure across M&Sfor salary
review Is noted, as are bonus and share
scheme pudgets ensunng principles for
reward allocation are aligned across the
full workforce, inclusive of senior leaders

CONSIDERATION OF
STAKEHOLDER VIEWS

The Commuttee is committed toc an
open and transparent dialogue with
shareholders onthe issue of executive
remuneration. Where appropriate,

the Committee will actively engage
with shareholders and shareholder
representative bodies, seeking views
which may be considered when making
any decisions about changes to the
directors’Remuneration Policy.

The Committee seeks the views of

the largest shareholders individually

and others through sharehotder
representative bodies when considering
making any significant changes to the
Remuneration Policy; this may be done
annually or on an ad hoc basis, dependent
upon the issue, This year, the Cammittee
consulted on the propesed strategic
measures and targets to be applied to
the PSP. The Committee, led by the Chair,
annually engagesin a process of investor
consultation, which is typically in written
format, but has included face-tc-face
meetings, telephone or video calls.

The Committee Chairis availabte to
answer guestions at the ACM and the
answers to specific questions are

posted on our website.

As part of our socially responsible
reporting strategy, an annual shareholder
meeting is normally held and the
consideration of views on a variety

of topics, including executive pay,

is taken into account.



GENDER PAY GAP

The M&S median gender pay gap for the
yearto April 2020is 4.1%, compared with a
naticnal average of 15.5%. The M&S mean
gap for the same period 15 12.3%.

During the year, we've made several steps
to further promaote and enhance inclusion
and diversity at M&S, including hiring our
first Croup Head of Inclusion and Diversity
tofurther drive the agenda throughout
the business, via a new strategy aimed at
creating an inclusive cullure within a
diverse enviranment for our colleagues,
custermners and communities.

We continue our partnerships with such
organisalions as Business in the Community,
Retail Week's Be Inspired prograrnme (for
which a number of our senior leaders serve
as Ambassadors)and the 30% Cluk

Our dynamic and fast-paced programme of
aclivity is supported by our seven colleague
networks, ncluding the Gender Equality
Network, all of which hold events, celebrate
key events in the inclusicn calendar, such as
International Women's Day and raise
imporiant discussions on gender equality
via their online social communities.

We'e proud that 73% of our Cuslomer
Assistants are wamen but we need to do
maore Lo encourage diversity in senior rotes
Inclusion and diversity remains a key priority
for us. We will not be letting our focus relent
through these challenging times.

4.1%

Gender pay gap (median)

PAY ARRANGEMENTS FOR

CHIEF EXECUTIVE’S PAY RATIO

Z5th percentile 50th percentile 75thpercentile

Year Methodology ratio ratio ratio
2021 Option A 55:1 50:1 421
2020 Option A 641 59:1 51:1

As reported last year, the Committee
approved the use of Methodology A, as
set out in the 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. Thisis calculated on the same

kxasis as the CEO total single figure of
remuneration. The only exception being
theindividual performance element of the
Annual Bonus Scheme applicable to the
relevant colleagues fwhen operating) is
assurmed 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
eqgual comparisons.

— Adjusting the value of any bonus so that
it only reflects the amount earnad in
respect of the 2020/21 financial year

and does notinclude the value of any
deferred shares.

— Adding inthe employer pension
cantribution from the Your M&S Pension
Saving Plan.

Joiners and leaversin the year have
been excluded from the calculations.
The percentile figures are therefore
representative of the whole colleague
population but do not include all
colleagues as at 3 April 2021.

The table above shows theratio of CEQ
pay in 2020/21, using the single total figure
remuneration as disclosed in Figure 7
(page 94) to the comparable eguivalent
total reward of those celleagues whose
pay is ranked at the relevant percentiles in
cur UK workforce. We believe the median
pay ratio this year is consistent with pay,
reward and progression policies for UK
colleagues as it reflects the consistent
approach to pay (pay freezes across the
whole company) along with M&S's policy
tc pay for performance. The reduction in
the pay ratic this year is 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,

Total pay and Total pay and

COLLEAGUES DURING COVID-19 Salary benelits Salary benefits

Pay data (£000) (£000) (£000) {£000)

The impact on our business during the year - 2019/20 2079720 2020721 2020721

was profound. For extended periods, most CEO remuneration 828 1,205 834 1,068

if not allof our Clothing 8 Home store space UK cotleague 25th percentile 18 19 18 20

was closed and our cafes and hospitalily UK colleague 50th percentile 19 21 20 2
services have all been closed. Cur franchise -

business was also severely impacted, UK colleague 75th percentile 22 24 24 25

particularly intravel hubs Despite these
inlense pressures, we have rightly
recognised the incredible efforts of cur
colleagues, around 27,000 colieagues were
provided with government support via the
Coronavirus Job Retention Scheme (CJRS)
This support was welcomed by our
cotleagues whase roles were significantly
impacted by the restricted trading
envirgnment. With a large number of our
stores closed, a significant number of
redundancies have been avoided through
the benefit of the CJRS. To financially help
colleagues and their families during this
difficult 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
rolleagues needing to self-isclate or shield
have done so on full pay M&S s proud to
have been able to supporl our colleagues
inline with the values which undergin the
way we do business.

For thase front-line colleagues continuing
towork, ashort-term 15% supplementary
payment was made in recognition of

their efforts.

PERCENTAGE CHANGE IN CEO’S REMUNERATION

The table below sets out the change in the CEO’s remuneration {i.e. salary, taxable
benefits and annual bonus) compared with the change in the average non-executive
director and our UK-based colleagues’ pay. This group has been chosen as the majority
of our workforce are based in the UK. Further details of the non-executive director pay

changes are shown on page 101.

% change 2019/20-2020/21

Base salary/fees Bonefits Annual bonus
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 CEOQ, 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 periods
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 required
social distancing.

No award under the Annual Bonus
Scheme was made to either the CEO or
anyone else within the wider workforce
ineither 2019/2C or 2020/21.
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REMUNERATION

SUMMARY

REMUNERATION POLICY

SUMMARY EXECUTIVE DIRECTORS’ REMUNERATION POLICY (AS APPROVED ON 3 JULY 2020)

This report sets out a surmmary of M&S's policy on remuneration for executive and non-executive directors. The full Policy was

approved by shareholders at the AGM on 3 July 2020 and can be found on our website st marksandspencer.corn/the compary.
The Policy took effect from this date and is designed to attract, retain and motivate our leaders within a framework designed to
promote the long-term success of M&S and aligned with our shareholders interests.

FIGURE 1: EXECUTIVE DIRECTORS’ REMUNERATION POLICY TABLE

ELEMENT OPERATION OPFPORTUNITY
Base salary Salaries are payablein cash and are reviewed annually by the Committee considering a Normally in line with those in
nurnber of factors, including external market data, historic increases made to the individual — the wider workforce, although
and salary review principles applied to the rest of the organisation. no maximum is set
Benefits I Line with our policies, directors are eligible (o receve benefis which may include: a car There is no set maximum,
or cash allowance and a driver, life assurance and relocation and tax equalisation allowarces  however, any provision will
i kine with our mobility policies. e commmensurate withlocal
As withall colleagues, directors are also offered other benefits including colleague markel s and fOT a_il-gm ployee
; . L share schemes isinline with
discount, salary sacrifice schemes and participation in all-employee share schemes .
local statutory limits.
Pension Directors may participate in the Your M&S Pension Saving Plan (a defined contribution A maximum employer
benefits arrangement), on the same terms as all other colleagues contribution currently of 12%
The defined benefil pension scheme is closed to new members. Directors who are members ?;ifﬁgﬂz:z;?g?e;[?pmyee
afthis scheme will continue to accrue benefits as a deferred member Y b O satary
Fror 3 July 2020, pension cash
suppterments were removed for
future directors.
Annual Bonus Directors are eligible to parlicipate in this non-contractual, discretionary scheme Total maximum annual
Scheme Performance is measured against one-year financial and individual performance targets potentiat of up to 200% of
including linked with the delivery of the business plan At least half of awards are measured against salary for each director
Deferred Share financial measures which typically include Group PBT before adjusting items (PBT).
Bonus Plan Corporate and individual elements may be earned independently, but no part of the
(DSBP) individual objectives may be earned untess a threshold level of PBT has been achieved, after
which up to 40% of maximum may be payable for the achigvement of individual objectives.
Not less than 50% of any bonus earned is paid in shares which are deferred for three years.
The Committee refains the right to exercise discretion, both upwards and downwards, to
ensure that the level of award payable is appropriate.
Malus provisions apply Lo 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 error in
calculation of the award, gross misconduct, or events or behavigur that have a detrimental
impact on the reputation of sny member of the Group.
Performance Directors are eligible to participate in the Performance Share Plan This is a non-contraclual, The maximum value of shares
Share Plan discretionary plan and is M&S's main long-term incentive scheme. Perfermance may be at grant s capped at 300% in
(PSP} measured against appropriate financial, non-financiat and/or strategic measures Financial  respect of a financial year
measures must comprise at least 50% of awards
Malus and clawback provisions apply to these awards. Clawback triggers include but are not
lirmited to, a material misstatement of the Company’s audited results, an error in calculation
of the award, gross misconduct or events or benaviour that has a detrimental impact on the
reputation of any member of the Croup
Awards are subject to a further two-year holding periad after the vesting date
Shareholding Directors are required to hold shares eguivalent in value to a minimum percentage of their For the CED, this requirement
Requirement salary within a five-year period from their appointment date. 15 250% of salary For all other

Directors are required to continue to hold their sharehalding requirement, or, if theu level
of shareholding is below the requirement, their actual shareholding for two years after
leaving M&S.

executive directars, tha
requirerment is 200%
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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 component would be appropriately disclosed.

ELEMENT APPROACH

- Allexecutive directors have rolling contracts for service which may be terminated by M&S giving 12 months' notice and the
individual giving six manths notice

Service
contract

— Salaries are set by the Committee, taking into consicleration a number of factors, including the current pay for other executive

Base salary ‘ '
directors, the experience, skill and current pay level of the individual and external market farces.

Benefits — The Commitlee will offer a benefits package inline with our benafits policy for executive directors.

Pension — Maximum contribution in line with cur policy for future executive direclors {currently up to 12% of salary).

benefits

~ Eligible to take part in the Annual Bonus Scheme with a maximum bonus of 200% of salary in Line with cur policy for
executive directors.

Annual Bonus
Scheme

PSP - Amaximum award of up 1o 300% of salary In line with our policy.

GOVERNANCE

- The Commitlee may offer compensatory payments or buy-out awards, dependent on the individual circumstances of
recruilment, determined on a case-by-case basis

— The specifics of any buy-out awards would be dependent on the individual circumslances of recruitment. The Committee’s
intention would be that the expected value awarded is no greater than the expected value forfeited by the individual

Buy-out
awards

FIGURE 3: TERMINATION POLICY

The Company may choose 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 payrents subject to mitigation. Service agreements may be
terminated without notice and, in certain 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

— Payment made up to the termination date in line with contractual notice periods

Base salary,
benefits and
pension
benefits

— There is no contractuat entitlerment te payments under the Annual Bonus Scheme, If the director is under notice or not in
active service al either the relevant year end or on the date of payment, awards (and any unvested deferred bonus shares)
may lapse The Committee may use its discretion to make a bonus award.

Annual Bonus
Scheme

Long-term — Thetreatment of outstanding awards s determined in accordance with the plan rules

incentive
awards

Repatriation — M&S may pay for repatration where a director has been recruited from overseas.

~ Where adirector leaves by mutual consent, M&S may reimburse for reasonable legal fees and pay for professional

Legal !
outplacerment services.

expenses &
outplacement

The full Policy sets out further detzil on the treatment of the executive directors pay arrangements, including the treatment of share
schemes in the event of a change of control or winding up of the Company.
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SUMMARY REMUNERATION POLICY CONTINUED

APPLICATION OF REMUNERATION POLICY

The charts below provide anillustration of what could be received by each of the executive directors in 2021/22 under the Palicy.
These charts are illustrative, as the actual value which will ultimately be received will depend on business performance in the year
2021422 (for the cash element of the Annual Bonus Scheme) and in the three-year period to 2023/24 {for the PSP, as well as share
price performance to the date of the vesting of the PSP awards in 2024,

BASIS OF CALCULATIONS AND KEY

Fixed remuneration only

No vesting under the ABS and PSP

Inctudes the following assumptions
for the vesting of Lhe incentive
components of the package:

~ ABS.50% of maximum, assumes
no share price growth,

— PSP:20% of 250%, assumes no
share price growth.

Includes the following assumptions
for the vesting of the incentive
components of the package:

~ ABS:100% of maximum,
assumes no share price growth

-~ PSP 100% of 250%, assumes no
share price growth.

DIRECTORS
Steve Rowe Fixed
£000
£5,824
£4,781 Target
54%
A4%
£2,269
35% 29%
£1,009 37%
w00% = 2% %
Fixed Targel Maxmum  Maxmum  Maximum
+B0%
Eoin Tonge
£ooc
Maximum
+50% share
price
Fixed Target Maxirmum Masarmum growth
+50%

includes the follawing assumptions
for the vesting of the incentive
companents of the package

~ ABS 100% of maximum,
assumes no share price growth.

— PSP-I00% 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
is currently appropriate for M&S's strategy and risk profile.

Total pay

92

Fixed pay

Annual
Bonus
Scheme

Year

Year2

@ Fixed remuneration

includes all elements of fixed remuneration:

Base salary (effective 1 July 2021), as
shown inthe table on page 95.

Pension benefits as detailed on page 95

Benefits (using the value for 2020/ 21
included in the smgle figure table on
page 24} For Ecin Tonge this excludes
his temporary relocation allowances.

@ Annual Bonus Scheme (ABS)
Represents the potential total value of the

annual bonus for 2021/22. Half of any bonus
would be deferred into shares forthree years

and this 1s included in the value shown,
@rsP

PSP represents the potential value of the

P3P to be awarded in 2021, which would vest
in 2024 subject Lo the relevant performance

targets. Awards would then ke heldfora
further two years.

Year 3

- Basesalary
—Benefits
—Penswon benefits

- Upto100% salary
{casn)

- One-year

perfarmance
-Clawbace

provisions apply
—Max mum 300% o salary
- Three-year performarnce
- Malus provisions apply

Marks and Spencer Group plc

Year4 Year5

- Upto 100% salary{deferred shares)

- Three-year deferral perod

-Nofurther pesformance condit.ons

- Malus provisions appty

- Two-year nold.ng period past-vesting

- Mo furlher performance conditions

- Clawback prov.sicns apply



FIGURE 5: NON-EXECUTLIVE 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
Chairman's - Fees are reviewed annually and are determined by the Remuneration Committee.
I fees — Total fee comprises the non-executive director basic fee and the additional fee for undertaking the role.
— The maximum aggregate fees for the non-executive directors basic fees, including the Chairman'’s basic fee,1s £750,000 p.a.
as sel out inour Articles of Association,
Non-executive — Feesare reviewed annually and are determined by the Chairman and executive directors.
I dire_ctor’s — The maximumaggregate non-executive director basic fees, including the Chairman, 1s £750,000 p.a. as set out in our
basic fee Articles of Association
Additional Additional fees are paid frrvindertaking the extra responsibiities of
I fees — Board Charman.
— Semnor Independent Director
— Committee Chair
Benefits — Inline with our other colleagues, the Chairman and non-executive directors are entitled to receive colicague discount
I — The Company may reimburse the Chairman and non-executive directors for reasonable expenses in performing their duties
and may settle any taxincurred in relation to these
— The Chairman may also be entitled to the use of a car and driver
Share - Allnon-executive directors, including the Chairman, are reguired to buld and maintain a shareholding of at least 2,000 shares
Ownership upan jaining M&S

— This shareholding must be held for the period of their tenure

REMUNERATION FRAMEWORK FOR
THE REST OF THE ORGANISATION

COVERNANCE

Around 170 of M&S's top senior executives
may be invited to participate in the PSE,

AllUK colleagues are eligible to
participate in the Your M&S Pensicon Saving

M&S’s philosophy is to provide a fair
and consistent approach to pay.
Rernuneration is determined by level
and is broadly aligned with those of
the executive directors.

Base salaries are reviewed annually ang
reflect the tocal Labour market.

measured against the same performance
conditicns as executive directors. Award
levels granted are determined to be
aligned with market practice and reflect
an individuals level of seniority as well as
their performance and potential within
the business.

Plan on the same terms as the executive
directors. In addition, all UK colleagues
are provided with life insurance and
colleague discount, and may choose

to participate in the Company's
all-employee share schemes and

salary sacrifice arrangements.

A significant number of colleagues are
eligible to be considered to participate in
an annual bonus scheme which is partially
determined by Group FBT 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

EXECUTIVEDIRECTORS' REMUNERATION

Each year, the Remuneration Committee only is the framework strategically aligned  The diagram below (Figure 6) details
assesses the current senior remuneration to the delivery of business priorities, the achtlevernent of each executive
framework to determine whether the but alsc that payments made during the director under the Company's incentive
existing incentive arrangements remain year fairly reflect the performance of the schemes as a result of short- and long-
appropriately challenging in the context business and individuals. A significant term performance to the end of the

of the business strategy, fulfil current proportion of the performance measures reported financial year and summarises
external guidelines and are aligned with a used in the incentive schemes are the main elements of the senior

range of internat factors, including the ntegrated with M&8S's key perfarmance remuneration framework. Further details
pay arrangements and policies indicators (KPls) and strategic priorities of payments made during the year are
throughout the rest of the organisation. detailed in the Strategic Report, as set outin the tabte below (Figure 7) and
Inits discussions, the Remuneration illustrated on pages 37 and 7 respectively. later in this report.

Cormrittee airns (o ensure that not
FIGURE 6: REMUNERATION STRUCTURE 2020/21

. . N |
Fixed pay + Annual bonus + PSP - Total pay for 2020/21

200% of salary maximum 250% of salary awarded
Base satary bonus opportunity in 2018
------------------------- {with 50% deferral) Bttt iele e
Benefits ~ TToommttomm T Measured against adjusted

Measured against a balance
______________________________ EPS, average ROCE and TSR
of Group PBY before Achieverment was 0%

_ adjustingitems and against targets set €.22% of maximum
individual performance potentiat

Total paymentsare

Pension benefits

No salaryincreaseinline

0% of award vested

Bonus notin aperation

with other M&S colleagues

© For more information see p96 @ Formore information see po8

FIGURE 7: TOTAL SINGLE FIGURE REMUNERATION (AUDITED)
I SN R D

Salary Benefits. Total Total PSP Pensions Total RSP Total Total Total
bonus vested benefits granted pay fixed pay vatiable pay
£000 £000 EDOO £000 £000 £000 £000 £000 £000
Directar Year
Steve Rowe 2020/21 834 31 o] 0 203 - 1,068 1,068 0
2019/20 828 37 0 137 203 - 1,205 1,068 137
Eoin Tonge 2020/2] 489 105 0] 0 39 1,316 1,949 ],949 0

(from 8 June 2020) 2019720 - - - _ - - _ — -

Note that the value of the PSP awards vesting in 2019/20 has been restated to reflect the actual share price on the date of vesting, £1.11.

In line with the approved Recruitment Policy, Eoin 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 Gregncore Group plc awards forfeited on joining M&S. The fair value was
calculated to take account of the original performance period and the estimated satisfaction of the performance conditions of the
original awards. The vesting timeline for the first tranche of this award is in Line with the time horizons of the original awards_Forthe
remaining tranches the original time horizon has been extended by six months. In addition, as part of his recruitment package,

Eain also received the benefit of ahome search, temporary accommodation and relocatian 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 indivigual
and, to ensure a consistent approach,
the salary review principles applied to
the rest of the organisaticn.

As detailed in last year's report, for salaries
effective July 2020, in light of the Covid-19
pandemic and the salary freeze across the
wider arganisation the Committee
discussed pay arrangements for all

colleagues and decided it was appropriate
toalso freeze the salary for Steve Rowe.
Eoin Tonge joined the Company on 8 June
2020, his salary on joining 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 wilt increase to £606,000.
Across thewider 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 effective in
July 2022

The table below details the executive
directors salaries as at 3 April 2021

and salaries which will take effect from
Tluly 2021,

FIGURE 8: SALARIES
Annualsalary  Annual salary
asof asof Changen
3April 2021 1 July 2021 salary
£000 £000 % increase
Steve Rowe 834.5 8428 1%
Eoin Tonge 500.0 606.0 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 of fered
the benefit of a driver. During the year,
inlieu 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
tempcrary short-term travel and
accommodation allowances. The total
cost of this provision is reflected in the
single figure table.

In line with all ather colleagues,
executive directors receive life assurance,
colleague discount and are eligible to
participate in salary sacrifice schemes
such as Cycle2Work.

FICURE 9: PENSION BENEFITS (AUDITED)

During the year, Steve Rowe received a
cash payment in lieu of participation in
an M&S pension scheme. As reported last
year, the CEO has agreed that his pension
cash supplement be reducedto zerc
over a three-year period. For 2021/22,

the CEO's total annual cash supplement
will be reduced by one-third to £135,00C
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.
Cetails of the pension accrued during the
year ended 3 April 2021 are shown below.

Eain Tonge is amember 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% contrilbution.

The value of the Company’s contribution
inthe 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 Add:tional increase  accruedvalue of total

Morrmal entittement as  value on early nacerued (net of accrued

retirement at yearcnd retirement value inflation) pension

age £000 £600 £000 £000 £000

Steve Rowe 60 159.7 0 07 0 4,998

The accrued pension entitlement is the deferred pension amount that Steve Rowe woutd receive at age 60if he teft 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 entitlement represents the value of the assets that the pension scheme would transfer
to ancther 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)

Aswas disclosed in last year’s report, the
Committee took decisive action at the
start of the pandernic, and cancelted 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 commercial sensitivity of targets with
the aim of disclosure wherever possible.

the financial year to fulfilits remit and

to enable transparent disclosure to
sharehotders. The table below describes
the achievements of the executive
directars, without disclosing the specific
targets associated. These targets are
considered commercially sensitive.

The Committee will continue to assess

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 conditions.

FIGURE 10: INDIVIDUAL OBJECTIVES [AUDITED)

Director Individual

Steve Rowe Broadening M&S Food appeal
Significant overnhaul of Food ranges and value position along with repurposing of space towards core categories allowing the
loss offset of convanience trade Family focused innavation and the broadening anpeal of Food led to strong Christmas and
Easter sales performance.
Food distribution
Significant Feod cost reductions and synergy savings from QOcada growth. Better Food availability through the Vangarde
supply chain programme and food waste reductions.
Turbocharging online growthin Clothing & Home and Food
Successfullaunch of M&S products on Ocade from 1September 2020 Positive customer response with M&S products forming
25% of sales, outperforrning Waitrose,
Successful relaunch of Sparks with over 10m members reached Creation of MSZ to further enhance the Sparks datainsights
for customer personalisstion.
Progressive increase in growth in online sales throughout the year satisfied by the Castle Donington distribution centre and
the expansion of BOSS capability resulted in overall onune sales growth of 53 9%,
Estabtishing a store estate for the new world
15 Foond stores renewed with a further 16 opening in the coming manths, with the efficiency of a supermarket and the ‘soul of a
fresh food market’ offering customers quality produce, ambient, grocery and rozen in a distinctive environment.
Re-evaluated store estate roadmap and locations as part of Lthree-year plan, Renagotialed rental arrangements to churn
Simply Foods. Launched five 10x’ stores as part of the omni-channel Clothing & Home strategy

Eocin Tonge Restore M&S to sustainable, profitable growth
Delivery of a stronger balance sheet than expected through investment in techriclogy to reduce fixed costs, reduction in
discreticnary costs, managed stock flow and a focus on working capital
Cashflow was preserved through a combination of actions including new terms with suppliers, agjustments to arrangements
with landlords and careful rmanagement of capital expenditure,
Strengthened liguidity by reducing net debt, refinancing 2022 finance commitments and managing standby liquidity with
the banks.
ymplemented an effective planning and review process in annual and three-year financial ptanning including irmprovements
Lo budgeting.
Accelerate the transformation in Finance capability across the organisation
Successful recruitrment and enboarding of high calibre Finance leaders to build a strong new management team to support
the family of businesses.

DEFERRED SHARE BONUS ANNUAL BONUS SCHEME FOR 2021722

PLAN (AUDITED)

Currently 50% of any bonus paymentis
compulsorily deferred into shares. These
awards vest after three years subject to
continued employment as well as malus
provisions. As no bonus was awarded in
respect of performance year 2019/20,

na share awards under the Deferred
Share Bonus Plan (DSBPY were made
during the year In relation to the 2020/21
performance year, as the Annual Bonus
Scheme did not operate, there will be no
awards under the DSBP made in 2021.
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During the year, the Committee reviewed
the 2021/22 scheme, considering the
accelerated transformation programme
Never the Same Again together with
bonus arrangements elsewhere in

the business.

The Committee was satisfied that the
structure of the annual bonus scherne,

as approved by shareholders at the 2020
ACM, remains appropriate, Subject to the
achigverment of stretching targets, setin
line with the 2021/22 financial plan, the
scherne provides far a competitive bonus
opportunity with a strong focus on
stretching PBT performance.

Executive directors are eligible to receive a
bonus payment of up ta 200% of salary.

Performance will be fecused on Group
PBT before adjusting items (PBTY(70%)
with individual measures set against key
areas of delivery of the transformation
plan.individual performance will again
be measured independently of PBT
performance; noindividual element
may be earned until a threshold level of
PBT is achieved.



REMUNERATION REPORT CONTINUED

PERFORMANCE SHARE PLAN (PSP) CONTINUED

FIGURE 12: TSR COMPARATOR GROUP 2020/21 AWARDS

JSainsbury ASOS Dunelm Group N Brown Croup

Wrm Marrisons B&M European JD Sports Fashion Next

Tesco Dixons Carphone Kingfisher Frasers(formerly Sports Direct International)
WHSmith

FIGURE 13: PSP AWARDS MADE IN 2020/21 (AUDITED)

Threshold Face value End of

Basisof award level of of award performance
% of salary vesting £000 period Vesting 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 level 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 mavements or for formulaic vesting outcomes.

Details of performance against the specific targets set are shown in the table below.

The tatal 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'  (2018/19-2020/21)
(2) %) TSR
|
Total vesting
% of award
2018/19 award 1/3af award 1/3 of award /3 of award
Threshold performance 269 1.1 Median
Maximum performance 327 141 Upper quartile
Actual performance achieved 11 93 Below median
Percentage of maximum achieved 0% 0% 0% 0%

Targets outlined above are stated on a post-IFRS 16 basis and include adjustments that have been made for the impact of the
investment in Ocado Retail Limited. 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 Al the end of performance period (3 Apnl 2021)
Oividend "
Number of equivatents Impactpf Total vesting
shares granted accrued dunng shareprice of award
{incl. rights 1ssue %of salary  theperformance Number of Number of performance £000
adjustrnent) granted period  sharesvesting  shareslapsing
Steve Rowe 680,545 250% 52935 Y 733,480 - £0k

Dividend eguivalents accrued during the performance period have been included in the table above.

PSP AWARDS TO BE MADE IN 2021/22

During the year, the Committee reviewed the long-term incentive framewocrk 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 will be
discussed with shareholders prior to confirmation. Having reduced award levelsin 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 is appropriate to incentivise the exacutives and ensure they remain aligned with shareholders tong-term
interests. Itis intended 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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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

EMPLOYEE SHARE SCHEMES

ALL-EMPLOYEE SHARE SCHEMES
(AUDITED)

DILUTICN 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, onthe

same basis as all other eligible colieagues.

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 numkber

of shares issued under these schemses
and theirimpact on dilution limits, The
Company’s usage af shares compared
with the dilution limits set by the
Investment Association in respect of all
share plans (10% in any rolling ten-year
pericd) and executive share plans

(5% in any rolling ten-year period)
asat3 April 2021is as follows:

FIGURE 18: All share plans

Actual 8.86%
Limit 10%
FIGURE 19: Executive share plans

Actual 2.28%
Limit 5%

FIGURE 20: EXECUTIVE DIRECTORS' INTERESTS IN THE COMPANY’S SHARE SCHEMES (AUDITED)

Maxirnum Dividend Max mum
recevable at Avardeddurng  Exercised during Lapsed during equivalents recevable at
29March 2020 the year the year the year accrued 3Apnl 2021
Steve Rowe
Perfarmance Share Plan 2,499,156 1,459,732 267878 566,932 104,372 3,228,450
Deferred Share Bonus Plan 30,744 - 90,744 - - -
SAYE 9,557 21,951 — 9,557 - 21,951
Total 2,599,457 1,481,683 358,622 576,489 104,372 3,250,401
Ecin 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 - 2,386,900 526,168 - - 1,860,741

The aggregate gain for Steve Rowe arising 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 totalled £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 cutstanding discretionary share awards (including dividend equivalent shares accrued during
the performance period) for all directors serving on the Board during the year.

FIGURE 2T: VESTING SCHEDULE OF EXECUTIVE DIRECTORS’ OUTSTANDING DISCRETIONARY SHARE AWARDS

Maximum 2021422 2022423 202324
receivable at
3Aprl 2021
{atl chscretionary Maxirmum Maximum Maximum
schemes) recevable Lapsed recevable Lapsed receivable Lapsed
Steve Rowe FPerformance Share Plan 3,228,450 - 733,480 10357238 - 1,459,732 -
Eoin Tonge Performance Share Plan 1,049,538 - - - - 1049538 -
Restricted Share Plan 789,252 - ~ 526,168 - 263,084 -

As reported on page 98, the 2018 PSP awards included within the totals shownin Figure 21 will vest at 0% in July 2021. This has been
reflected above inthe 2021/22 Lapsed column.
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SALARIES

When reviewing salary levels, the
Committee takesinto 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 across the
wider grganisation, 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 on joining was £600,000.

For salaries effective July 2021, in line 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% tor customer assistants.

The next annual salary review for the
executive directors will be effectivein
July 2022

The table below details the executive
directors salaries as at 3 April 2021

and salaries which will take effect from
1July 2021

Annual salary  Annualsalary

asof asof Changein

3 April 2021 1July 2021 satary

£000 £000 % ncrease

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 acar
or cash allowance as well as being offered
the benefit of a driver, During the year,
inlieu of a car allowance, Steve Rowe
received a car and the benefit of adriver
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
termporary short-term travel and
accommodation allowances. The total
cost of this provisionis reflected in the
single figure table.

Inline with all other colleagues,
executive directorsreceive life assurance,
colleague discount and are eligible to
participate in salary sacrifice schemes
such as Cycle2Work.

FIGURE 9: PENSION BENEFITS (AUDITED)

During the year, Steve Rowe received a
cash paymentin Llieu of participation in
an M&S pension scheme. As reported Llast
year, the CEQ has agreed that his pension
cash supplement be reduced to zero
over a three-year period. For 2021/22,

the CEO’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 Tonge 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
inthe yearis shown in Figure 7 on page 94.
This is the maximum level of contributicn
offered by M&S and is consistent with the
terms available to all other colieagues.

Accrued Inccease:n  Transfer value

pension Additional increase  accrued vatue of total

Normal entitiementas  valueonearly inaccrued (netof accrued

retirement al yearend retirement value inflation) pension

age £000 £000 £000 £000 £000

Steve Rowe &0 159.7 0 0.7 8] 4,998

The accrued pension entitlement 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 ancther 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 wasdisclosed in last years report, the
Committee took decisive action at the
start of the pandemic, and cancelled the
executive directors bonus scheme for
2020/2). 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 fulfil its remit and
toenable transparent disclosure to
shareholders. The table below describes
the achievements of the executive
directors, without disclosing the specific
targets associated. These targets are
considered commercially sensitive,

The Committee will continue to assess

FIGURE 10: INDIVIDUAL OBJECTIVES (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, recagnising that it operates
in the context of a highly competitive
market and uncertain market conditions.

Director Individual

Steve Rowe

Breoadening M&S5 Food appeal

Significant overhaul of Food ranges and value position along with repurpesing of space towards core categories allowing the
loss of fset of convenience trade. Family focused innovation and the broadening appeal of Food led to strong Christmas and

Easter sales 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 reductlions.

Turbacharging enline growth in Clothing & Home and Food
Successfullaunch of M&S products on Ocado frorm 1Septernber 2020, Positive customer response with M&S products ferming
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 growlh in online sales throughout the year satisfied 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 a further 16 opening in the coming months, with the efficiency of a supermarket and the 'soulof a
fresh food market offering customers quality produce, ampient, grocery and frozen in a distinclive environment.

Re-evaluated store estate roadmap and locations as part of three-year plan. Renegotiated rental arrangements to churn
Simply Foods Launched five '10x stores as part of the omni-channel Clothing & Home strategy.

Eoin Tonge

Restore M&S to sustainable, profitable growth

Delivery of a stronger balance sheet than expected through investment in technology to reduce fixed costs, reductionin
discretionary costs, managed stock flow and a focus on working capital.

Cashflow was preserved through a combination of actions including new terms with suppliers, agjustments to arrangements
with landlords and careful management of capital expenditure.

Strengthened Liquidity by reducing net debt, refinancing 2022 finance commitments and managing standby Liguidity with

the banks.

implemented an ef fective planning and review process in annual and three-year financial planning including improvements

to budgeting

Accelerate the transformationin Finance capability across the organisation

Successful recruitment and onboarding of high calibre Finance leaders Lo build a strong new management team to support

the family of businesses

DEFERRED SHARE BONUS
PLAN (AUDITED)

Currently 50% of any bonus payment is
compulsonly deferred into shares. These
awards vest after three years subject to
continued employment as well as malus
provisions. As no bonus was awarded in
respect of performance year 2019/20,

no share awards under the Deferred
Share Bonus Plan (DSBP) were made
during the year, In relation to the 2020/21
performance year, as the Annual Bonus
Scheme did not eperate, there will be 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 Sarme Again together with
bonus arrangements elsewhere in

the business.

The Cormnmittee was satisfied that the
structure of the annual bonus scheme,

as approved by shareholders at the 2020
ACM, remains appropriate. Subject tothe
achievement of stretching targets, set in
line with the 2021/22 financial plan, the
scheme provides for a competitive bonus
apportunity 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 CGroup
PBY before adjusting temns (PBT) (70%)
with individual measures set against key
areas of delivery of the transfoarmation
plan. indwidual performance witl again
be measuredindependently of PBT
performance; no individual element
rmay be earned until a threshold tevel of
PBTis achieved.



ANNUAL BONUS SCHEME CONTINUED

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 willbe clearly
disclosed and justified.

The remaining 30% of the bonus will

be measured against a scorecard 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 commeercially sensitive to disclose

at this time as they are not disclosed
elsewhere in the report. Where possible,
they will be disclosed in next year'sreport.
The Committee, inits absolute discretion,

CORPORATE TARGETS INDAVIDUAL OBJECTIVES
Scarecard of
individuat
Group PBT before adjusting tems PBT measures

Director % bonus Kbonus  Measures

- Creation and implementation of revised Executive
Committee structure and roles and the development
of strong succession plans.

- Delivery of the transformation programme in
Clothing & Home.

- Reset the strategic relationship with Ocado regarding
platformintegration, data sharing, infrastructure and
category strategy.

-Revitalise Plan A

Steve Rowe

- Drive a focus on financial delivery of critical transformation
stralegiesin Property and supply chain.

- Cesign and deliver critical Croup inveslment evaluation
processesand models.

—-Shape and strengthen the balance sheet,

- Deliver step change in the control environment

Eoin Tonge

PERFORMANCE SHARE PLAN (PSP}

PSP AWARDS MADE iN 2020/21 (AUDITED)

Asreported 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 remained suitable and actively
consulted with shareholders during

this time. As part of this review and
engagement process and taking into
account shareholder feedback, it

was determined that 20% of the PSP
award would be based upon strategic
transformation goals relevant to the
achievemenrt of the business strategy
over the next three years. The remaining
80% of the award would be based on

EPS (30%), ROCE (30%) and relative TSR
(20%) similar to recent years.

TSR is measured against a bespoke group
of 13 companies taken from the FTSE 350
General and Food & Drug Retailersindices,
reviewed prior to grant to ensure the
constituents remained appropriately

aligned to M&S's business operaticns to
best reflect the value of shareholders’
investment in M&S over the respective
performance pericd. 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 decision to delay target
setting, the Cemmittee consulted with
shareholders on the proposed targets
and received support far the action taken
toreduce awards and for the proposed

targets and strategic measures. For clarity,

the Food like-for-like sales growth

excludes sales on Ocado as around 95% of
M&S product sold on Ocade does not pass
through the M&S network. Ccado sales are

incorporated into the EPS figures.

The strategic targets are deemed too
commercially sensitive to disclose but
will be reported at the time cf vesting.

In line 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 hotding 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 supparts the
Committee’s view that delivery of these
strategic measuresis critical; payment

for achievement below the targetis not
appropriate. Detailed targets can be seen
in Figure 1.

FIGURE 11: PERFORMANCE CONDITIONS FOR PSP AWARDS MADE IN 2020/21 (AUDITED)

Datails
2020721 award measures Weighting Threshold Maximurm
Adjusted EPS in 2022/23 (D) 30% 3p 720
ROCEin 2022/23 (%) 30% 9% 12%
Relative TSR 20% Median Upper quartile

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

FICURE 12: TSR COMPARATOR GROUP 2020/21 AWARDS

JSainsbury ASOS Dunelm Group N Brown Group
Wm Morrisons B&M European JD Sports Fashion Next
Tesco Dixons Carphone Kingfisher Frasers (formerly Sports Direct International)
WHSmith
FIGURE 13: PSP AWARDS MADE IN 2020/21 (AUDITED)
Threshold Facevalue Endof
Basis ot award level of of award performance
% of salary vesting £000 perod Vesting date
Steve Rowe 175% 20% 1,460 0170472023  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 wil{ 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 level 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 formutaic vesting outcomes.

Detzils 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

2020/21 (2018/19-2020/21)
] (%) TSR

]

Total vesting
% of award
28119 award W3ofaward /3 of award 173 of award
Threshold performance 269 m Median
Maximum performance 327 141 Upper quartile
Actual performance achieved 1i 93 Belowmedian
Percentage of maximum achieved 0% 0% 0% 0%

Targets cutlined above are stated on a post-1FRS 16 basis and include adjustments that have been made for the impact of the
investment 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}

Cngrant Atthe endof performance panod (3 Apnl 2021)
IR

Dividend .
Nummber of equivalents l:‘p“tf’f TOt:lve“‘;ng

shares granted sccrued dunng s r.:re price o :o%aar

(incl.nghts issue %of salary  the perforrmance Number of Number of performance
adjustment) granted period  sharesvesting  shareslapsing

Steve Rowe 680,545 250% 52,935 0 733,480 - £0k

Dividend equivatents accrued during the performance period have been inctuded in the table above.

PSP AWARDS TO BE MADE IN 2021/22

Curing the year, the Committee reviewed the long-term ncentive 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
Cormnmittee has again decided to delay the setting of PSP targets. The targets will be disclosed by 31 December 2021 and will be
discussed with shareholders prior to confirmation. Having reduced award levels in 2020 to acknowledge the shareholder experience of
Cowvid-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 is appropriate to incentivise the executives and ensure they remain aligned with shareholders' long-term
interests. It is intended to grant PSP awards of 250% of salary for 2021, noting that the expected numkber 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 EQOIN TONGE IN 2020/21 {AUDITED}

Asreported tast year andin line with the Ferthe purposes of this award, the share Facfva“:g et Endof post vest
approved Recruitment Policy, Ecin Tonge price was calculated as £1.00, being the ot et ‘;O?ii;ﬁ;lzg
received replacement share awards to average share price between 29 June 2020

compensate for the awards that he and 3 Juty 2020. The vesting timeline for 226 10/12/2020 10/12/2022
forfeited on resigning from Greencore the first tranche of this award s in tine 526 24/06/2022 24/06/2024
Group PLC. The fair value of these with the time horizons of the original 263 19/06/2023 19/06/2025

conditicnal share awards was calculated
taking account of the criginal
performance period and estimated

awards; for the remaining tranches, the
original time horizon has been extended
by six months.

Dividend equivalents will be paid on 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 number 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. No director had an interest in any of the Company's subsidiaries at the statutory
end of the year.

Unvested 3

=z

With Withaut e

performance performance 5

conditions conditions vesled g

Shares owned Performance Restricted Share unexercised o]

outnght Share Plan Plan options ©
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 minimum percentage cf their salary within a five-year period
from their appointment date. For the CEQ, this requirernent is 250% of salary and for other executive directors the requirement is
200% of salary. A similar requirement of 100% of salary currently applies to members of the Executive Committee below Board level.

The chart below shows the extent to which each 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 CEC. 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 CEQ or his related parties and that the
CEO's interests remain strongly aligned with shareholders.

For the purposes of the requirements, the net number of unvested share awards not subject to performance conditions is included
and is reflected in the chart below. The Committee continues to keep both shareholding reguirement guidelines and actual director
shareholdings 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 shareholders
andin 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 maintain
their minimum shareholding requirement, or, if their level of shareholding is below this, their actual shareholding for two years after
leaving M&S. For the avoidance of doubt, the Committee has approved all vesting awards from 2020 grants onwards tobe held in a
nominee vehicle to ensure the successful operation of this policy.

For the purposes of this calcutation, 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 shareholdings illustrated 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% (17 7% of salary) respectively.

Steve

Rowe 250% of satary

| 81%

Eoin

Tonge t 135%

200% of salary

@ Shares owned outnight @) Unvested DSBP/RSP shares  Shareholding requirement
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REMUNERATION REPORT CONTINUED

EXECUTIVE DIRECTORS'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 hote 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 canbe

met by the issue of new shares when
the options are exercised or through
market purchase shares.

The Company monitors the number
of shares issued under these schemes
and theirimpact on dilution Umits. The

FIGURE 18: All share plans

8.86%
10%

Actual
Limit

FIGURE 19: Executive share plans

Actual 228%
Company's usage of shares compared Limit o
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 Apnl2021is as follows:
FIGURE 20: EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY’S SHARE SCHEMES (AUDITED)
Maxirtum Dividend Maximum
recevaole at Awarded durning  Exerc’sedduring Lapsed during cquivalents recevable at
29March 2020 the year the year the year accrued 3Apnl 202t
Steve Rowe
Performance Share Plan 2499156 1,459,732 267,878 566,932 104,372 3,228,450
Deferred Share Bonus Plan 90,744 - 90,744 - - -
SAYE 9,557 21,951 - 9,557 - 21,951
Total 2,599,457 1,481,683 358,622 576,482 104,372 3,250,401
Eoin Tonge
Perfarmance Share Plan - 1,049,538 - - - 1,049,538
Restricted Share Plan - 1,315,420 526,168 - - 789,252
SAYE - 21,951 - - - 21,951
Total - 2,386,209 526,168 - - 1,860,741

The aggregate gain for Steve Rowe arising 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 Ecin Tonge arising
during the year from the exercise of awards granted under the RSP totalled £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 £1.58% and £0.850 respectively.

Figure 21 shows the time horizons of outstanding discretionary share awards (including dividend equivalent 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

Max.mum 2021722 2022/23 2023/24
recevable at
3Aprl 2021
{(alld scretionary Max mum Max-mum Maximum
schemes) rece vanle Lapsed receivaole Lapsed rece vable Lapsed
Steve Rowe Performance Share Plan 3,228,450 - 733,480 1,035,238 - 1,459,732 -
Ecin Tonge Performance Share Plan 1,049,538 - - - - 1,049,538 -
Restricted Share Plan 789,252 - - 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 CEO REMUNERATION COMPARISON

This graph illustrates the Company’s performance against the FTSE 100 over the past 10 years. While M&S s 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 regulations. The table below the TSR chart sets out the remuneration data for directors undertaking
the role of CEQ during each of the last 1C financial years.

2010411 201°/12 2012413 2013/14 201415 201546 2016417 201718 2018419 2019420 202042
= Marks and £ £m
Spencer 200 40
Group ple (£)

-~ FTSE1I00 TN e ¥
Index (£) o N e, 0
Source 7T e e T e
TROMSON e e — -

Reuters e e 25
CEO single 160 DeAsT7 0
o figure 29/p3m 020412 OB 03
remunieration 5
(E00Q)
50 o3j04fz1 10
28/03/20 .
. ® [ ® ° ° ® ° ® o ®
CEQ
CEOsingle Steve Rowe - - - - - 1,642 1123 1,517 1,205 1,068
figure {f000)  Marc Bolland 3,324 2,42 1,568 2,095 2,615 - - - - -
Annualbonus  Steve Rowe - - - - - 36.98% 0.00% 0.00% 0.00% 0 00%
payment
(% of maximur) Marc Bolland 34 00% 42 50% 000% 30.55% 31.90% - - - - -
PSP vesting Steve Rowe - - - - - Q.00% 8.20% 34.0% 11.20% Q.00%
(% of maximum) Marc Bolland 31.96% 0.00% 7.60% 470% 4 80% - - - - -
FIGURE 23: PERCENTAGE CHANGE IN DIRECTORS’ REMUNERATION
% change 2019/20 - 2020/21 The table sets out the annual percentage
6 120"?/20 —— N ® changein salary, benefits and bonus for
ase salary/fees s CLEPT” . eachdirector compared with that of the
Steve Rowe 0% -36.8% ~—  average full-time equivalent total reward
Eoin Tonge 0% - - forallUK colleagues.
Archie Norrman Q% 4% NA  For non-executive directars, benefits
Andy Halford 0% 0% N/A  comprise taxable expense
Alison Brittain 0% 0% N/A  reimbursements retating to travel,
Andrew Fisher 0% _100% N/A accommodat_iohn ind subs(ijstence in
Katie Bickerstaffo 0% 100% N/A connectlon‘\mt t ea;ten ance at Board
- - - — and Committee meetings during the
Pip MCC.rOSt'e 0% 0% N/A  year. The significant change in the taxable
Justin King 0% 100% N/A  benefitsis aresult of travel being
Tamara Ingram 0% - nN/A - impacted by Covid-19 and not & change
Sapna Sood 0% _ N/A in the benefits potlcy.
UK colleagues (average FTE) 0% 0% -
FIGURE 24: RELATIVE iIMPORTANCE OF SPEND ON PAY
The table opposite illustrates the 2019/70 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 1911 Nil -100%
dividend payments and share buy-back. Group PBT before adjusting items 403 41.6 -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 ,Dtate "E Mot y
rolling contracts which may be terminated Sppormen Jeepere
by the Company glvmg 12 months' notice Steve Rowe 02/04/’20]6 12 months/6 months
or the directer giving six menths' notice. Ecin Tonge 08/06/2020 12 months/6 months
CHANGES TO EXECUTIVE MEMBERSHIP OF THE BOARD DURING 2020/21
DIRECTORS APPOINTED TO THE BOARD  Company's recruitment policy, Eoin PAYMENTS FOR THE
Eoin Tonge joined the Board on & June received a replacement share award to LOSS OF OFFICE (audited)
2020 as Chief Financial Officer. His basic cornpensate him for shares forfeited by There were no payments made for loss
annual salaryis £600,000 Eoin does not Elmlgilm'ngl'M&S::hhfrfe Sh_afest‘”'“"esz of office during the period.
receive a pension supplement or car roadly In Une wi eornginal awara time
allowancg. Eoin hasjgiri\ed the pension horizens although some have been PAYMENTS TO PAST

extended by six months, Further details of ~ DIRECTORS (audited)

scheme onthe same terms as all other
colleagues. Ecin received tempcerary
short-term travel and accommaodation
allowances in the year. In line with the

EXTERNAL APPOINTMENTS

Ecin's award is set out on page 99. The rest
of Eoin's incentive arrangements are
aligned with that of an executive director.

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

canbroaden their knowledge and
experience to the benefit of the Company.
The policy is for the individual director

to retain any fee. There are currently

no external appointments held
by the executive directors.

FIGURE 26: NON-EXECUTIVE DIRECTORS’ TOTAL SINGLE FIGURE REMUNERATION (AUDITED}

Non-executive directors receive fees

reflecting the time commitment, demands

and responsibilities of the role. Fees paid
to the non-executive directors and Board
Chairman for 2020/21 and 2019/20 are
detailed in the table opposite.

Benefits include expense reimbursements
relating to travel, accommedation 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 not been
includad in the 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 from 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.
8 8 B |

Basic fees Additional Benefits Total
£000 fees £000 £000
£000
Director Year
Archie Norman 2020721 71 541 5 617
2019/20 71 538 19 628
Andy Halford 2020/21 71 3t e} 102
2019/20 71 31 0 102
Alison Brittain 2020/21 18 0 Q 18
{to 3 July 2020) 2019/20 71 0 0 71
Andrew Fisher 2020421 71 16 0 87
2019/20 71 15 2 88
Katie Bickerstaffe 2020/ [ 4] 8] [
{to 27 April 2020) 2019/20 71 0 3 74
Pip McCrostie 2020/21 71 0 0 71
(to 24 March 2021) 2019/20 71 o] 0 71
Justin King 2020/21 71 0 1 72
2019/20 71 ¢} 0 71
Tamara Ingram 2020/21 60 5 0 65 '
(from 1 June 2020} 2019/20 0 o 0 o)
Sapna Sood 2020/21 60 o} o} 60
(from 1June 2020) 2019/20 0 o o 0
Evelyn Bourke 2020/ 12 o] 0 12
(from1February 2021}  2019/20 0 o o 0




NON-EXECUTIVE DIRECTORS’REMUNERATION CONTINUED

FIGURE 27: NON-EXECUTIVE DIRECTORS’ SHAREHOLDINGS (AUDITED)

The non-executive directors are not
permitted to participate in any of the
Company’s incentive arrangements.

All non-executive directors are reguired
to build and maintan a shareholding
of atleast 2,000 shares in the Company
upcn joining M&S.

The table opposite details the
shareholding of the non-executive
directors who served on the Board during
the year as at 3 April 2021 (or upen their
date of retiring from the Beard), including
those held by connected persons.

Changes inthe current non-executive
directors’interests in shares in the
Company and its subsidiaries between the
end of the financial year and 25 May 2021
{or upon their date of retiring from the
Board) are shown in the table opposite.

FIGURE 28: NON-EXECUTIVE DIRECTORS' AGREEMENTS FOR SERVICE

Number of Number of

sharces held shares held

asal 3Apnl asat 25 May
Director 2021 202
Archie Norman 148,600 Nochange
Andy Halford 25,200 Nochange
Alison Brittain 6,115 Nochange
Andrew Fisher 4,243  Nochange
Katie Bickerstaffe 24,800 Nochange
Pip McCrostie 7,200 Nochange
Justin King 64,000 Nochange
Tamara Ingram 0 2,000
Sapna Sood 2,000 Nochange
Evelyn Bourke 50,000 Nochange
Fiona Dawson o] 12,352

Non-executive directors have an
agreement for service foran initial
three-year termwhich can be terminated
by either party giving three menths’
notice (six months for the Chairman),

The table opposite sets out these terms
for all current members of the Board,

Director Date of appointment Notice period
Archie Norman 01/09/2017 6 months/& months
Andy Halford 071/01/2013 3 months/3 months
Andrew Fisher 01/12/2015 3 months/3 months
JustinKing 01/01/2019 3 months/3 months
Tamara Ingram 01/06/2020 3 months/3 months
Sapna Sood 01/06/2020 3 months/3 months
Evelyn Bourke 01/02/2021 3 months/3 months
Fiona Dawson 25/05/2021 3 menths/3 months

NON-EXECUTIVE DIRECTOR CHANGES TO THE BOARD DURING 2020/21

DIRECTORS APPOINTED TO THE BOARD

Evelyn Bourke joined the Board as a
non-executive director on 1 February 2027,
Evelyn receives the standard annual
non-executive director fee of £71,5C0
(increasing to £72,215 with effect from
1July 2021 and is a member of the
Nomination and Audit Committee.

Fiena Dawson joined the Boardas a
non-executive director on 25 May 2021,
Fiona receives the standard annual
non-executive director fee of £71,500
(increasing to £72,215 with effect from
1July 2027) and 1s amember of the
Nomination Committee.

ROLE CHANGES WITHIN THE BOCARD

Katie Bickerstaffe stepped down from
the Board at the AGM on 3 July 2020; she
started in her role of Chief Strategy and
Transformation Director on 27 April 2020

DIRECTORS RETIRING FROM

THE BOARD

Pip McCrostie retired as a non-executive
director and stepped down from the
Board on 24 March 2021 As is reguired
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 Committeea reviewed the Terms of Reference ensuring that they reflected the government’s
latest recornmendaticns and the revised principles of the Remuneration Policy, as set out in the UK Corpeorate Governance Code
2018.1n particular the Committee, inits support of the Nomination Committee, expanded its remit to specifically discuss the talent
and succession in the senior leadership group and associated pay arrangements. The Terms of Reference can ke found onthe
Company’s website at corporate.marksandspencer.com/investors/corporate-governance/governance-framework

KEY RESPONSIBILITIES

The role of the Committee continues to have a
strong focus on ensuring an appropriate
alignment between the remuneration of
executive directors, the Executive Committee
and that of colleagues across M&S, ensuring
that the senior remuneration framework s
strategically aligned with the business but
that it also attracts and recognises the talent
reguired to drive transformation and cultural
change within M&S. The responsibilities are
oroadly as follows:

— Setting remuneration policy and practices
that are designedio support strategy and
promote the long-terrm success of M&S
while following the below principles

Clarity - remuneration arrangements
are transparent and promote effective
engagement with sharehoiders and
the workforce

Simplicity - remuneration structures are
uncomplicated, and their rationale and
operation are easy toundersland.

Risk - ensure that reputalional and other
risks from excessive rewards, and

behaviouralnsks that can arise from
target-based incentive plans,
are identified and mitigated.

Predictability - the range of possible
values of rewards to executive directors
are identified and explained at the time
of approving the policy.

Proportionality - the link between
individual awards, the delivery of
strategy and the tong-term performance
of the Company is clear Cutcomes
should not reward poor performance.

Alignment with culture - incentive
schemes that drive behaviours
consistent with M&S's purpose, values
and strategy.

- Determining the terms of employment and
remuneration for the executive directors
and Lhe Executive Committee, including
recruitment and termination arrangerments

— Considering the appropristeness 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 total pay budgetsincluding salary,
bonus and share scheme allecations across
all of M&S together with the principles of
allocation to ensure appropriate consistency
with the seruor pay frameworks.

- Approving the design, target s and total
payments for all performance-related pay
schemes operated by M&S, seeking
shareholder approval where necessary.

- Assessing the appropriateness and
subsequent achievernent of performance
targetsrelating to any share-based
incentive plan for the executive directors
and Executive Cemmittee.

- Receiving direcl feedback from BIG, the
Group’s colleague representative body,
colleague voice surveys and management
reports o ensure colleague views on Group
culture, iIncluding remuneration strategy
and inclusion and diversity are considered.

REGULAR ITEMS
Pay arrangements

- Within the terms of the M&S Remuneration
Policy, approval of the remuneration
packages for the executive directors, the
Executive Committee, and any termination
paymentswhere applicable.

- Consideration of the appropriateness of
the senior remuneration framework in the
context of the rest of the organisation and
external governance.

- Noting of the total budgeted salary

expenditure across M&S, ensuring principles
for reward aillacation 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 Annuat
Bonus Scheme ensuring that the
performance conditions are transparent,
stretching and rigorously applied

— Approvalof the 2021/27 individual
performance objectives for executive
directors and the Executive Committee

EFFECTIVENESS OF THE
REMUNERATION COMMITTEE

The Committee’s performance was reviewed
as part of the 2020/21 externally facilitated
Board Evaluation The review found that the
Committee functions effectively and ensures
asound independent review of remuneration
policies across the business
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- Notingof the total budgeted expenditure
for the Annual Bonus Scheme across M&S

Long-term incentives

- Approval of 2021 PSP awards forthe
executive directors and the Executive
Committee, following engagement with
key stakeholders

— Approval of the vesting levelof the 2018
PSP awards across M&S

- Regular review of atlin-flight performance
share plans against targets

- Consideration of long-term share awards
granted to colleagues below Executive
Committee level.

Governance 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 Gevernance
Code, other external governance and
emerging best practice

— Review the appropriateness of the
senior remuneration framewarkin the
context of the rest of the organisation
and external governance

2021722 ACTION PLAN

-~ Approval of the Directors’' Remuneration
Report for 2020/21 andreview of the ACM
voling outcome for the 2019720 Report.

- Rewview of the Committee’s performance
in2020/21, including assurance that the
principles of the revised Terms of Reference
and broader remit of the Committee
are embeddead

- Assessment of the external market
when considering remuneration
arrangements for executive directors
and the Executive Committee

- Reviewthe effectivenessand transparency
of remuneration reparting.

- 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 leadership talent and
successionplanning.

- Approve the 2021 PSP targets ensuring
approprate 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 frarmnework for
senior leaders of the business with those in
thewider workforce to ensure a fairness of
principlesintine with M&S'’s values.

- Support the work of the Nomination
Committee through the assessment of
senior leadership talent, succession
planning and asseciated 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 Number of % of
since possible mestings meetings
meetings attended attended

MEMBER
Andrew Fisher 1 October 2018 8 8 100%
(Committee Chair)
Archie Norman 3 Novernber 2017 8 8 100%
Katie Bickerstaffe 10 July 2018 2 Z 100%
(to 27 April 2020)
Tamara Ingram 11 September 2020 5 5 100%

In carrying out its responsibilities,

the Committeeis independently
advised by external advisers. The
Committee was adwvised by PwC during
the year. PwC is a founding member of the
Remuneration Consultants Group and
voluntarily operates under the Code
of Conduct inrelation to executive
remuneration consulting inthe UK.
The code of conduct can be found at
remunerationconsultantsgroup.com

The Committee has not explicitly
considered the independence of the
advice it receives, although it regularly
reflects on the quality and objectivity of
this advice. The Committee 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 cn 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 agreedin
advance. During the year, PwC charged
£54,000 for Remuneration Committee
matters. This is based on an agreed fee for
business as ususl support with additional
waork charged at hourly rates. PwC has
provided tax, consultancy and risk
consulting services tothe Group in the
financial year.

REMUNERATION COMMITTEE STAKEHOLDER AND SHAREHOLDER ENGAGEMENT

The Committee also seeks internal
support from the CEQ, CFQ, General
Counsel & Company Secretary and the
Head of Executive Reward & Pay
Covernance as necessary. All may attend
the Committee meetings by invitation but
are not present for any discussions that
relate directly to their own remuneration.

The Committee also reviews external
survey and bespoke benchmarking
data, including that published by
Aon Hewitt Limited, KPMG, PwC,

FIT Rernuneration Consultants,

Korn Ferry and Willis Towers Watson.

The Committeeis committed to ensuring
that executive pay remains competitive,
appropriate and fair in the context of the
external market, Company performance
and the pay arrangements of the wider
workforce. In collaboration with the
Head of Executive Reward & Pay
Governance, the Committee gives
colleagues, through colleague
representatives, the opportunity to raise
questions or concerns regarding the

remuneraticn of the executive directors.
During the year, colleague representatives
were given the oppertunity toraise 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 aither
during these discussions or subseguently.

The Committee1s committedtoa
continuous, openand transparent
dialogue with shareholders ontheissue
of executive remuneration. As descrited
in the Committee Chair's tetter, dialogue
continued during the year, on the 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 REMUNERATICON 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 Palicy.
The Committee believes that this
itlustrates the strong level of shareholder
support for the senior remuneraticn
frarmework. The table below shows full

details of the voting outcomes for the
2019/20 Directors’ Rermuneration Report
and Remuneration Policy.

FIGURE 30: VOTING QUTCOMES FOR THE REMUNERATION POLICY AND 2019/20 REMUNERATION REPORT AND
REMUNERATION POLICY AT THE 2020 AGM

Votes for % Votes for Votes against % Votes against Votes wthheld
Remuneration Policy 1,125,697,134 9714%  33187,602 2.86% 942,792
2019/20 Remuneration Report 1,131,776,274 9765%  27)184,460 2.35% 867638

APPROVED BY THE BOARD

Andrew Fisher, Chair of the
Remuneration Committee
London, 25 May 2021

This Remuneration Policy and these remuneration repoerts have been prepared naccordance withthe relevant provision of the Companics Act 2006 and on the basis prescribed
intheLarge and Medium-sized Companies and Groups (Accounts and Reports) (Amendment) Regulations 2013 ("Lhe Regulations”). Whererequired, data has been audited by
Detoitte and this isind'cated appropriately.
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GOVERNANCE

OTHER DISCLOSURES

DIRECTORS' REPORT

Marks and Spencer Group plc (the
“Company”} is the holding company of
the Marks & Spencer Group of companies
{the “Croup”).

The Directors’ Report for the year endea
3 April 2021 comprises pages 58 to 110 and
pages 210 to 211 of this report, 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 beenincluded in the
Strategic Report onpages ite 57,asthe
Board considers thern to be of strategic
impartance. Spacifically, these are:

- Future business developments
{throughout the Strategic Report).

- Riskmanagéement on page 47,

- Details of branches operated by the
Company on pages9to 23.

- Totalglobal M&S greenhouse gas
emissions 2020/21 an 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
(DTR}4.1.8R.

Information relating to financial
instruments can be found an pages 164
to 175 and is incorporated by reference.

For inforrmation on our approachto

social, environmeantal and ethical matters,

please see our ESG Committee report on
pages 73to 76, and refer to our Plan A
website marksandspencer.com/plana.
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Other information to be disclosed in the
Directors Report is given in this section.

The Directors’Report fulfils the
requirements 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 in accordance with, and in
retiance upon, applicable English
company law, and the liabilities of the
directorsin connection with those reports
shall be subject to the limitations and
restrictions provided by such law.

INFORMATION TO BE DISCLOSED

Effect.ve date of

departure,‘
Narme Role appointment
Departures
Pip Non-Executive 24 March
McCrostie  Director 2021
Aliscn Non-Executive 3 July 2020
Brittain Director

Katie Non-Executive 3 July 2020
Bickerstaffe Director

Appointments

UNDER LR 9.8.4R
Page
Listing Rule Detail reference
9.84R(1){2) Notapplicable N/A

(519 (M) (B)

984R{4) Long-term 85-87,
incentive schemes 90-93
and
97-98

BOARD OF DIRECTORS

The membership of the Board and
biegraphical 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 opposite.

Details of directors’eneficial and
non-beneficial interests in the shares of
the Company are shown on pages 99,100
and103. Optians 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 staternents on pages 153 to 155.

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 Director 202
Fiocna Non-Executive 25 May 2021
Dawson Director

The appointment and replacement of
directors is governed by the Company's
Articles of Association (the "Articles”),
the UK Corporate Covernance Code

(the “Code™), the Companies Act 2006 and
related legislation. The Artictes may be
amended by a special resclution 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 resotution,
declare dividends not exceeding the
amount recommended by the Board.
Subkject to the Companies Act 2006, the
Board may pay interim dividends and also
any fixed rate dividend, whenever the
financial position of the Company, in the
opinion of the Board, justifies its payment.

The directors may from time to time
appoint one or mare directors. The Board
may appoint any person to be a directer
(so long as the total number of directors
does not exceed the limit prescribed in
the Articles} Under the Articles, any such
director shall hold office only until the
next Annual Ceneral 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 an interest
in an existing or proposed transaction
with Marks & Spencer, they should notify
the Board in writing or at the next Board
meeting. Internal controls are in place to
ensure that any related party transactions
involving directors, or their connected
parties, are conducted cnan arm's length
basis. Directors have a continuing duty

to update any changes to these conflicts.

DIRECTORS'INDEMNITIES

The Company maintains directors’ and
officers'liability insurance which provides
appropriate cover 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 indemnity provisions (as
defined by Section 234 of the Companies
Act 2006) were in force during the year
ended 3 April 2027 and remain in forcein
relation to certain losses and liabilities
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 associated company. Qualifying
pension scheme indermnity provisions {as
defined by Section 235 of the Companies
Act 2006) were inforce during the course
of the financial year ended 3 April 2021 for
the benefit of the Trustees of the Marks &
Spencer UK Pension Scheme, bothin

the UK and the Republic of ireland.

PROFIT AND DIVIDENDS

The (loss)/profit for the financial year,
after taxation, amounts to £(194.4m)
{last year £27.4m). The directors have
declared dividends as follows:

Crdinary shares £m

No proposed interim dividend
{last year 3.9p per share) -

No proposed final dividend

{last year no proposed final

dividend) -
No dividend proposed for

2020/21

{last year 3.9p per share) -

SHARE CAPITAL

The Company’s issued ordinary share
capitalas 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.

During the financial year, 556 ardinary
shares in the Company were issued
under the terms of the United Kingdom
Employees’ Save As You Earn Share
Option Scheme at a price of 151p.

In addition, during the period, 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 sharesissuedlo satisfy the Company's
5% Covid-19 award made to collcagues for warking
throughthe pandern.c

Details of movernents in the Company’s

1ssued share capital can be foundin

note 24 to the financial statements
onpagel//

RESTRICTIONS ON TRANSFER
OF SECURITIES

There are no specific restrictions on the
transfer of securities in the Company,
which is governed by its Articles of
Association and prevailing legislation.
The Company is not aware of any
agreements between holders of securities
that may result in restrictions on the
transfer of securities or that may result

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 the issued shares of
that class, or by a special resolution
passed 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
passod 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 resclution
decide, or (if there is no such resolution

or sofar as it does not make specific
provision}as the Board may decide.

POWERS FOR THE COMPANY ISSUING
OR BUYING BACKITS OWN SHARES

The Company was authorised by
shareholders at the 2020 AGM to purchase
inthe market up to 10% of the Company’s
1ssued 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 thisreport.

GOVERNANCE

INTERESTS IN VOTING 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 foltowing
information has been received, in
accordance with DTR 5, from holders of
notifiable interestsin the Coempany’s
issued share capital.

The information provided below was
correct at the date of notification;
however, the date received may not
have been within the current financial
year. It should be noted that these
holdings are likely to have changed
since the Company was notified.
However, notification of any change s
not required until the next notifiable
thresholdis crossed.

% of capital

Nolifiable interests Voling rignls disclosed Naturcof holding as per disclosure

Schroders ple 90,153,730 5.549 Indirect interest (5.547%),
CFD (0.001%)

Citadel LLC and its group 97,679,549 5.00052" Equity swap

Blackrock, Inc. 12,631,280 574 Indirectinterest (5.08%),
securities lending (0.43%),
CFD{0.23%)

RWC Asset 104,865,660 5.38 Indirectinterest

Management LLP

Naorges Bank 78,149,847 3.99 Directinterest {3.98%),

securities lending {(0.1%)

*  Disclosures made priartothe 2019 rightsissue.

** Disclosed on 15 Septermber 2020 A further disclosure was made on 15 September notifying the Company
that Citadel's holding had dacreased belowthe 5% notifisble threshold, which did not state the now pos:tion
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, disctosing a holding of 107,746,080 erdinary 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 ta renew
this authority at the 2021 AGM.

The directors were granted authority
atthe 2020 AGM to allet relevant
securities up to a neminal amount of
£162,504,984. This authority wilt 2apply
until the conclusion of the 2021 ACM. At
this year's ACM, depending on the voting
outcome cf resolutions 15,16 and 22, which
have the effect of reducing the nominal
value of the Company's ordinary shares
from £0.25 to £0.01, shareholders will be
asked to grant an authority to atlot
retevant securities (i) up t¢ a nominal
amount of {a) £163,043,966 (if resclution 15
is not passed) or (b} £6,521,758.64 (if
resolution 15 s passed) and [ii) comprising
equity securities up to a nominalamount
of (a) £326,087,932.25 (if resolution 15 is not
passed)or (b) £13,043,517.29 (if resolution
15 is passed) (after deducting from such
limit any retevant securities allotted under
{)), in connection with an offer of a rights
issue (the Section 55T amount), such
Section 551 amount to apply untit the
conclusion of the AGM to be held in 2022
or, if earlier,on 1 October 2022.

A special resoluticn will also be proposed
torenew the directors powers to make
non pre-emptive issues for cash in
connection with rights issues and
otherwise up to a nominalamount of

(i) £24,456,595 {if resolution 15 is not
passed) or (i) £978,263.80 (if resolution 15
is passed). In additicn, 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
cennection with acquisitions/specified
capital investments, up to a further
nominal amount of (i) £24,456,595

(if resolution 15 is not passed} or (i)
£978,263.80(if resolution 15 is passed).

A special resolution will also be proposed
to renew the directors’ authority to
repurchase the Company’s ordinary
sharasin the market. The authority will
be limited to a maximum of 195,652,759
ordinary 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
of the Company in respect of which

the business being voted upon s being
heard. Votes may be exercised in parson,
by proxy or, inrelation te corporate
members, by corporate representatives.
The Articles provide a deadline for
submission of proxy forms of not less than
48 hours hefore the time appointed for
the holding of the meeting or adjcurned
meeting. However, when calculating the
48-hour period, the directors can, and
have, decided not to take account of any
part of 2 day thatis not a working day.

SIGNIFICANT AGREEMENTS -
CHANGE OF CONTROL

There are a number of agreements to
which the Company is party that take
effect, alter or terminate upon a change
of control of the Company following a
takeover bid. Details of the significant
agreernents of this kind are as follows:

- The $300m US Notes issued by the
Company tovaricus institutionson 6
December 2007 under Section 144a 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 halder of such a US Note may
require the Company to prepay the
principal amount of that US Note,

- The amended and restated £11bn
Credit Agreement dated 16 March 2016
(originally dated 29 September 2011)
between the Company and various
banks contains a provisicn such that,
upon a change of control event, unless
new terms are agreed within 60 days,
the facility under this agreement wilt
be cancelled with all outstanding
amounts becoming immediately
payable with interest.

- The amended and restated Relationship
Agreement dated 6 October 2014
(originalty dated ¢ November 2004 as
amended on 1 March 20085), 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 nights and obligations of
the parties in respect of M&S Bank
continue and HSBC gains certain imited
additional rights in respect of existing
customers of the new controller of
the Company Where a third-party
arrangement is in place for the supply of
financial services products to existing
customers of the new controller, the
Company is required to procure the
termination of such arrangement as
soon as practicable (while not being
required to do anything that woutd
breach such a third-party arrangement).

~ Where athird-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 tothe
existing customers of the new controller
by HSBC on an exclusive basis. i

~ Where the Company undertakes a
re-branding exercise with the new
controlier following a change of controt
(which includes using any M&S brand in
respect of the new controller's business
or vice versa), HSBC may, depending on
the nature of the re-branding exercise,
have the right (exercisable at HSBC's
election) to terminate the Relationship
Agreement. The Company does not
have agreernents with any director
or employee that would provide
compensation for loss of office or
employment resulting from a takeover
except that provisions of the Company’s
share schemes and plans may cause
options and awards granted to
employees under such schermes
and plans to vest on a takeover,

COLLEAGUE INVOLVEMENT

We remain committed to colleague
involvement throughout the business.
Colleagues are kept well informed

of the performance and strategy of
the Group. Examples of colleague
involvement and engagement, and
infarmation on our approach to our
workforce, are highlighted throughout
this Annual Report and specifically on
pages 26 to 29,34 to 36 and 66 to 69.

Share schemes are along-established and
successful part of colleagues total reward
packages, encouraging and supporting
employee share ownership. The Company
operates both an ali-employee Save As
You Earn Scheme and Share Incentive
Plan. As at 3 April 2021,15,738 calleagues
were participating in ShareSave, the
Company's Save As You Earn Scheme.

Fult details of all schernes are given on
pages 153 tc 155.

There are websites for both pension
schemes - the defined contribution
scheme (Your M&S UK Pension Saving
Plan) and the defined benefit scheme
{the Marks & Spencer UK Pensicn Scheme}
-which are fully accessible to employees
and former employees who have retained
berefits in either scheme. Employees are
updated as needed with any pertinent
information on their pension savings.



EQUAL OPPORTUNITIES

RESEARCH & DEVELOPMENT

GOING CONCERN

The Groupis 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 Company’s policyis to promote an
environment free from discrimination,
harassment and victimisation, where
everyone will receive equal treatment
regardless of gender, colour, ethnic or
national origin, health condition, age,
marital or civil partner status, sexual
orientation, gender identity or faith.

All decisions relating to employment
practices will be objective, free from
kias and based sclely upon work criteria
and individual merit. The Company is
responsive to the needs of its amployees,
custemers and the community at large.

M&S is an arganisation which uses
everyones talents and abilities and

where inclusion and diversity are valued.
M&S has a business-wide inclusion and
diversity strategy, whichis led by the
Inclusion Activation Group and chaired by
amember of the Executive Committee.
Our seven employee-led diversity
networks are supported by a central
Inclusion and Diversity team, who werk to
embed a culture of inclusion acress the
organisation. In 2017, cur inclusion and
diversity targets were agreed as: aiming to
have 50% fermale 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 Cempany is clearin 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 tc 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 inncvaticn remainkey to
our Food offer and the development of
improved product and fabric in Clothing &
Home. Further infarmationis provided in
the Plan AReport, available cnline.

GROCERIES SUPPLY CODE
OF PRACTICE

The Groceries {Supply Chain Practices)
Market Investigation Order 2009 (the
“Order”) and The Groceries Supply Code
of Practice {the "Code") impose obligations
on MA&S regarding its retationships with its
supplicrs of groceries. Under the Order
and Code, M&S is required to submit an
annual compliance report to the Audit
Committee for approval and then te the
Competiticn and Markets Authority and
Groceries Code Adjudicator ("CCA™).

M&S submittedits 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

Inaccordance with the Order, a summary
of that complianca 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 pericd. There have
been four instances during the reporting
pericd inwhich suppliers have either
alleged a breach or made a reference to
potential non-compliance with the Code.
M&S has worked with the suppliers to
address the issues raised and three of
them have beenresolved crclosed. Cne
additional Codereference madebya
supplier before 25 March 2020 was also
resolved during the reporting period.

Adetailed summary of the compliance
repart is available on our website.

POLITICAL DONATIONS

The Company did not make any potitical
donations or incur any political
expenditure during the yearended

3 Aprit 2021. M&S has a policy of

not making denations to political
crganisations or independent election
candidates orincurring political
expenditure anywhere in the world

as defined in the Political Parties,
Elections and Referendumns Act 2000.

in adopting the going concern kasis for
preparing the financial statements, the
directors have considered the business
activities as set out cn pages i0to 25

as well asthe Group's principal risks and
uncertainties as set out on pages 48

to 56, including the downside sensitivities
outlined on page 57.

Based onthe Group's cash flow forecasts
and projections, the Board is satisfied
that the Group will be able to operate
within the level of its facilities for the
foreseeable future. For this reason, the
Beoard considers it appropriate for the
Croup to adopt the going concern basis
in preparing its financial statements.

@ Seenocte 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 position. Based on

this assessment, the directors have a
reasonable expectation that the Company
will be able to continue in eperation and
meet its liabilities as they falt due over

the three-year period under review.

COVERNANCE

o See our approach to assessing long-term
viability on page 57,

AUDITOR

Resclutions to reappoint Deloitte LLP as
auditor of the Company and to authorise
the Audit Committee to determine Its
remuneration will be proposed at the
20271 ACM.

ANNUAL GENERAL MEETING

The ACM of Marks and Spencer Group
plc will be broadcast ontine from

M&S’ Waterside House support centre
on 6 July 2021 at 1lam. Sharehclders

are advised not to travel to the venue on
the day. The Notice of Meeting is given,
together with explanatory nctes 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 Report and
provide its opinion on whether the report
is fair, balanced and understandable. The
Audit Committee’s opinicn is on page 79.

The directors are alscresponsible

for preparing the Annual Report, the
Remuneration Report and Policy and

the financial staterments in accordance
with applicable law and regulations,
Company law reguires the directors

to prepare financial statements for

each financial year. Under that law the
directors are required to prepare the
group financial statements in accordance
with international accounting standards in
confermity with the requirements of the
Companies Act 2006 and International
Financial Reporting Standards adopted
pursuant to Regulation {EC) No 1606/2002
asit appliesinthe European Union. Under
company law, the directors must not
approve the financial staternents unless
they are satisfied that they give a true
and fair view of the state of affairs of the
Group and the Cempany and of the profit
or loss of the Croup and the Company
for that period.

In preparing these financial statements,
the directors are required to:

- Select suitable accounting policies
and then apply therm consistently.

- Make judgements and accounting
estimates that are reasonable
and prudent.

- Statewhether applicable IFRS
(as adopted by the EU) have been
followed, subject to any material
departures disclosed and explained
inthe financial staterments.

~ Prepare the financial statements
on a going concern basis unless it is
inappropriate to presume that the
Company will continue in business.
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OTHERDISCLOSURES 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 financiat
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 otherirregularities. They are also
responsible for safeguarding the assets of
the Group and the Company and hence
for taking reasonable steps for the
prevention and detection of fraud and
otherirregularities.

The directors are responsible for the
maintenance and integrity of the
Company’s website. Legislationin

the UK governing the preparaticn

and dissemination of financial statements
may differ from legislation 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 inaccordance with the
applicable set of accounting standards,
give a true and fair view of the assets,
liabilities, financial position and profit
or loss of the Company and the
undertakings included in the
consolidation taken 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
consclidation 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 directors at
the time when this Directors' Report is
approved confirms that, so far as hefshe
is aware, there is no relevant audit
information of which the Company’s
auditoris unaware and that hefshe has
taken all the steps that he/she ought

to have taken as a director to make
himself/ herself aware of any relevant
audit information and to establish that
the Company’s auditor is aware of

that information.

The Directors’ Report was approved by a
duly authorised committee of the Board
of Directors on 25 May 2021 and signed
onits behalf by

LA

Nick Folland, General Counsel
and Company Secretary

London, 25 May 2021



INDEPENDENT
AUDITOR’S REPORT

TO THE MEMBERS OF MARKS AND SPENCER CROUPPLC

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 ‘Croup’) 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 Position,

- the Consolidated and Company
Statements of Changesin Equity,;

- the Consolidated and Company
Statement of Cash Flows; and

- therelatednotes1to 31and Clto C7.

2.BASISFOROPINION

The financial reporting framework that
has been applied in the preparation of the
Group financial statements is applicable
law and international accounting
standards in conformity with the
reguirements of the Companies Act 2006
and IFRSs as adepted by the European
Union. The financial reporting framewark
that has been appliedin the preparaticn
of the Company financial statements

is applicable law and international
accounting standards in conformity

with the reguirements of the Companies
Act 2006

GCOVERNANCE

We conducted our audit in accordance
with International Standards on Auditing
{(UK)(I1SAs (UKY) and applicable law. Cur
responsibilities under those standards
are further described in the auditor’s
responsibilities for the audit of the
financial statements section of

our report.

We are independent of the Croup and the
Company in accordance with the ethical
requirements that are relevant to our
audit of the financial statementsin the
UK, including the Financial Reporting
Council’s (the 'FRC'¢") Ethical Standard as
applied to listed public interest entities,
and we have fulfilled our other ethical
responsibilities in accordance with these
requirements. The non-audit services

provided to the Group and Company for
the period are disclosed in note 4 to the
Croup financial staternents. We confirm
that the non-audit services prohibited
by the FRC’s Ethical Standard were nat
provided to the Group or the Company.

We believe that the audit evidence
we have cbtained is sufficient and
appropriate to provide a basis for
our opinion.
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INDEPENDENT AUDITOR’S REPORT CONTINUED

3.SUMMARY OF OUR AUDIT APPROACH

KEY AUDIT MATTERS

MATERIALITY

The key audit matters that we identified
in the current period were:

- accounting for the UK store estate
programme;

- impairment of UK store assets;
- impairment of per una goodwill;

- inventory provisions for UK Clothing
& Home;

- disclosure of adjusting items as part
of alternative 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 0
Decreased level of risk °

The materiality that we used for the
Group financial statements was £16 Om
(2020: £18.0m) which was determined on
the basis of considering a number of
different metrics used by investors and
other readers of the financial statements.
These included:

- adjusted profit before tax;

— earnings before interest, tax,
depreciation and armortisation, and

- revenue.

SCOPING

We have performed a full-scope audit
onthe UK component of the business,
representing 96% (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 perform
analytical review procedures on the
residual balances.

SIGNIFICANT CHANGES IN
QUR APPROACH

We have determined that the recogniticn
of lease balances under IFRS 16 Leases
and the accounting for the Ocado Retail
Limited transacticn are no longer key
audit matters in the current period.
These changes are discussed further
insectien 5.

4. CONCLUSIONS RELATING TO GOING CONCERN

In auditing the financial statements,

we have concluded that the directors’ use
of the going cancern basis of accounting
in the preparation of the financial
statements is appropriate.

Qur 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
insection 5.6.

Based on the work we have performed,

we have not identified any material
uncerfainties retating to events ar
conditions that, individually or collectively,
may cast significant doubt on the Croup's
and Company's ability to continue as a
gaoing concern for a period of at least
twelve months from when the financial
statements are authorised for issue.

inrelationto the reporting on how the
Group has applied the UK Corporate

5.KEY AUDIT MATTERS

Covernance Cade, we have nothing
material to add ordraw attention toin
relation to the directors statement in
the financial staterments about whether
the directors considered it appropriate
to adopt the going concern basis 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
most significance in our audit of the
financial statements of the current period
and include the most significant assessed
risks of material misstatement (whether
or not due to fraud) that we identified.
These matters included those which had
the greatest effect on- the overall audit
strategy, the atlocation of resourcesin
the audit; and directing the efforts of

the engagement team,

These matters were addressed in the
context of our audit of the financial
staterments as a whole, and informing our
opinion thereon, and we do not provide a
separate opinion on these matters.
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Changes inthe current period relative to
prior periods are as follows:

- We have not identified the recognition
of lease balances under IFRS 16 Leases
as a key audit matterin the current
period. The adoption of IFRS16in the
prior period was significant for the
Croup as leased stores form a
significant proportion of the estate
and the application and judgements
made in transitioning to IFRS 16 were
significant. This is the second period
inwhich IFRS 1615 applied and the level
of complexity and judgement required
has reduced, accordingly we have not
identified this as a key audit matter.

- We have not identified the accounting
for the Ocade Retail Limited (“ORL")
transaction as a key audit matterinthe
current pencd. The ORL transaction
completed in the prior period and
accerdingly there is a reduced audit
effort required and a number of
judgments 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 STCRE ESTATE PROCGRAMME

KEY AUDIT MATTER DESCRIPTION

In February 2018, the Board approved a
list of stores marked for closure as part of
its UK store estate programme. The total
charge recognised in cennecticn with this
closure programme in previous periods
was £562 3 million. A further net charge
of £95.3 million has beenrecognisedin
the current period as a result of:

- accelerating rotation of the store
estate, with anincrease in the number
of stores assessed as probable for
closure and the adequacy of estimates
made in light of known developments
inthe exit strategy, incluging current

trading performance, negaotiations 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 OUR AUDIT RESPONDED TO THE KEY AUDIT MATTER

Further informationis set outin notes 1
and 5 to the financial statements and
