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INTRODUCTION

ZES HAPING E’l‘f\s

M&S has a heritage of quality, innovation and value
for money and has been voted the UK’s most trusted
brand. From these foundations, M&S is reshaping for
sustainable profitable growth and value creation.

@ Reno rmore 3Dodt 0ul strated 3o nr 165 & pages 12-12
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Basic earnings per share

To align with our strategic
priorities, Digital and Store
NPS metrics have been
replaced with a single

of M&S globally improved
as NPSincreased by
4 percentage points
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Statements

FINANCIAL STATEMENTS

towards our customer service  Omni-channel NPS this year. FINANCIAL STATEMENTS

were key drivers of overall measure to track customer o,

Group NPS increasing by satisfaction as they shop 135 indepengent Auditor's Report

7 percentage points this year. across channels. 144 Consolidated Financial Statements
150 Notes to the Financial Statements
203 Company Financial Statements

m 205 Notes to the Company Financial

Statements

ALTERNATIVE PERFORMANCE MEASURES 211 Croup Financial Record

The report provides alternative performance measures (‘APMs”) 213 Clossary

which are not defined or specified under the requirements of 218 Notice of Meeting

UK-adopted International Accounting Standards. We believe these 230 Shareholder Information

APMs provide readers with important additional information on our 232 Index
business. We have included a glossary on pages 213 to 217 which

provides o comprehensive list of the APMs that we use, including an

explanation of how they are calculated, why we use thern and how

they can be reconciled to a statutory measure where relevant.

COVER

Pure Cotton Printed Maxi Tiered Dress (T427541):
Part of the Summer 23 campaign, the on-trend bilue
printed dress is £39.50, our best-selling dress price
point. M&S is now no.3 in the market for dresses, up
from no.6 three years ago.

These icons, used throughout the report,
indicate where you can find cut more.

@ Read mure
@ Download

() Link to Sustainability Report

@ Website

MA&S Tree Ripe Cox Apples: M&Sis the only retailer to
tree ripen its British Apples, ensuring a better flavour
development and a richer colour. M&S has worked
with its longstanding grower to use the method on
four apple varieties and seen sales increase 19%.

Annual Report & Financial Statements 2023 1
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DEAR SHAREHOLDER

When | arrived at M&S five years ago,

we embarked on the most important
turnaround mission in British retailing,
to bring this great British brand back

to health after years of drift. Of all the
turnarounds | have been part of, this has
been the stowest and most intractable;
reflecting the deep-rooted nature of
our problems and culture at the

‘old M&S], but we are now at last seeing
the reshaping of M&S take hold with new
energetic leadership, new strong trading
results and the prospect of a return

to dividends.

Stuart Machin succeeded Steve Rowe as
Chief Executive at the beginning of the
year with Katie Bickerstaffe as Co-Chief
Executive reporting to Stuart. All new
leaders need to arrive with 2 bang, create
new energy ang set direction early. in the
last twelve months the sense of pace,
openness to change and delivery of
performance has accelerated. The M&S
challenge has always been fundamentatly
about culture, talent and organisation
and the change is palpable.

M&S is a family of businesses each
with different econcmics, suppliers
and consumer dynamics bound
fogether by a cormnmon brand, values
and trading philosophy.

2 Marks and Spencer Group ple

This year almost all the main businesses
traded strongly, growing overall market
share in both Clothing & Horme and
Food, despite a challenging consumer
environment and strong regulatory
headwinds. Overall | measure our
progress by the extent of change inthe
business and customer reaction to
product and service, Qur ratings for
style, guality and value in Clothing are
well ahead and in Food, value perception
is at the highest it has been in six years
and our lead on quality has widened.

At its core our strategy is clear: to
deliver exceptional product ranges at
trusted value; shift our salesinto high
performing growth channels; rationalise
the rest and underpin it with a modern
omni-channel infrastructure and lower
cost base. Years of indecision had left
M&S with a sprawling stare network,
including some historic but “legacy”
stores. By rotating into new high
productivity digitally-enabled stores in
our new “renewal” format we can increase
sales and marging and the year ahead will
see some exciting new developments.

Our abjective is to grow online, so that
50% of our Clothing & Home business
will be ordered online, and with amargin
that will exceed the store average.

This channel shift will be supported by
our emerging competitive advantage
on data, 3o we will be able to talk to each
customer as an individual, moving away
from "one message fits all” marketing.

In reshaping the business, we still have
plenty of “old world” issues to tackle.
Because the cost headwinds remain
strong, we are still “running up a down
escalator”, not least because we rightly
cormnmitted to a near 10% pay award te
support our colleagues through the cost-
of-living crisis. Qur central support
functions and supply chain processes
remain inefficient by industry standards.
That means we must become teaner and
invest inimproved technology support,
as well as supply networks. This is where
the “spirit of the turnaround” with the
imperative for change needs to be
rekindled and sustained as the desire to
revert to business as usual at M&S is
always strong.

I believe the M&S Board should be an
engaged Board helping drive the
strategy by supparting and challenging
the executive team. With the extent of
rodern governance pressures, it is easy
for Boards to lose their "edge™ We run

a very active Board involvement
programme and our meetings are never
dull. Following their appointments in
May, Katie and Stuart joined the Board
and through the year we welcomed
Ronan Dunne and Cheryl Potter as
non-executive directors. Ronan has led
many businesses through technological
and people transformation and Cheryl
brings a strong private equity
shareholder lens as well as retait
turnaround experience to our Board.
Since Cheryljoined us in February, we
now have a majority of women round
the table.



At the end of December, Andy Halford -
our superb Senior Independent Director
and Chair of the Audit Committee - stood
down from the Board after ten years and
goes with our thanks.

We believe M&S has to fight its cornerin
public life, standing up for our business
and values, 3s well as our colleagues,
customers and the thousands of trusted
suppliers - large and small - who work
with us. We live in a world where retail,
especially food, has become the
“politicians playground” and we have to
defend the customer’s right to choose.
So we have fought high profile
campaigns on the Northern Ireland
Protocol and customs controls with
some success in the form of the Windsor
Agreement. We are also leading a
national “Share your Voice” campaign to
bring back retail shareholder democracy
fit for a modern digital era. If M&S does
not stand up for the small shareholder,
who wiil?

Given the scale and passion of our retail
shareholder base, we want to use today’s
technology to make it easier to have a
stake and say in M&S and | look forward
to welcoming many of you to our next
digital AGM in July.

Colleague culture and values are
central to our M&S history and we

want torecreate a business where every
colleague at every levelcan have a

say and feel listened to. The support
from our store managers, the Business
Involvement Croup representatives and
all our colleagues across the business,
including Cist who have now joined the
family, has been magnificent and we
thank them all.

Yours sincerely,

Archie Norman
Chairman

STRATEGIC REPORT

HOW COVERNANCE
IS SUPPORTING M&S

Keshoping

FINANCIAL STATEMENTS

GOVERNANCE

STAKEHOLDER ENCAGEMENT

Our stakeholders underpin everything we do and
are fundamental to the delivery of our strategy.

(—)) Read more in Qur Business Model and
Stakeholder Engagement pages 8-1
and 5.172 Statement on pages 80-82

‘SHARE YOUR VOQICE' CAMPAIGN

This campaign aims to give all shareholders

a voice by improving communication
and engagement.

Read more in the Chairman’s
Governance Letter on pages 68-69

ANNUAL GENERAL MEETING 'ACM")
Following the success of previous years,
the 2023 AGM will once again take place
as a digitally enabled meeting.

») Read morein the Notice of Meeting
on pages 218-229

NED APPOINTMENTS

The Nomination Committee led the recruitment
and appointment of two new Non-Executive
Directors, Ronan Dunne and Cheryl Potter.

() Read more in the Directors’ biographies on

pages 73-73

Details of the appointment and induction
process can be found in the Nemination

Commiitee Report on pages 85-89

Annual Report & Financial Statements 2023 3
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CHIEF EXECUTIVE’S REVIEW
STRONG RESULTS AS M&S RESHAPES FOR GROWTH

OVERVIEW

One year in, our strategy to reshape
M&S for growth has driven sustained
trading momentum, with both businesses
continuing to grow sates and market
share. Qur Food and Clothing & Home
businesses invested in value to protect
customers from the full force of inflation
which, whilst impacting margin, was the
right thing to do as serving our
customers well is the only route to
detivering for our shareholders.

STRONG TRADINGC RESULTS

ME&S delivered strong resultsin 2022/23
despite significant inflationary cost
headwinds impacting margins,
reflecting the benefits of our programme
to reshape for growth. Profit before tax
and adjusting itemns for the period was
£482.0m (2021/22: £522.9m). Statutory
profit before tax was £475.7m (2021/22:
£391.7m). Prior year results included
£59.8m of UK business rates relief and
a net rates charge of £139.7m compared
with a net rates charge of £186.6m in
2022/23.

Clothing & Home grew sales 11.5%

with like-for-like sales up 11.2% driven

by a mere confident approach to buying
and a focus on the modern mainstream
custormer, which is starting to drive
better style perceptions. While store
sales outperformed, online sales were
also up, with growth in Click & Collect
sales, active App users and Sparks
loyalty membership. Alongside this,
volume and value market share increased.

4 Marks and Spencer Group ple

Food sales grew 8.7% with Like-for-like
sales up 5.4%, outperforming the market
in volume and value terms, as

we broadenead appeal through focused
product development and investment in
trusted value. While investment in value
reduced margin, the positive customer
response supported the delivery of
improved trading performance in the
second half. Margin in the second half
also benefitted from the strategic
acquisition of Gist.

International sales were up 1.2% at
constant currency, driven by demand
for clothing from global partners.

As a result, profits recovered despite
the combined impacts of the exit
from Russia and ongoing EU border-
related costs.

Ocado Retail sales were down 1.2%.

While active customers grew, revenues
reflected reduced volurmes as a result of
lower shopping freguency post-
pandemic, Profitability was impacted by
the effacts of higher fixed costs from
under-utilised capacity, the impact of
which we are working together to reduce,
as we build customer numbers over time.

@ Rezz ~o'c ~ o Frzvdn = e,

pages 35-47

M

. RESHAPING M&S
.. TO DELIVER
LONG-TERM GROWTH

M&S has a heritage of quality, style,
innovation and value for money and
during the year, was voted the UK's most
trusted brand. After a number of years
of substantial change and investment,
astrengthening omni-channet position
in Clothing & Home and the broader
reach of Food, including through

the Ocado Retail joint venture, there
are significant oppoertunities for
profitable growth.

During the year, supported by Katie
Bickerstaffe as Co-CEQ, | set out our
priorities to reshape M&S to deliver
sustainable growth. To support the
implementation of our plan, Jeremy
Townsend was appointed to the team as
CFQOin January 2023, and | am pieased
to say he will rermain with the business
until May 2025.

This Annual Report updates onour
delivery against this plan, setting out
how these priorities will deliver profitable
sales growth, improve operating margins,
provide investment choices and drive
shareholder returns. The nine pricrities
are summarised below.

B Exceptional product, trusted brand:
Developing exceptional product
worthy of a trusted brand, through
investment in great tasting, value for
money, quality Food and developing
stylish, great value, quality Clothing
& Homeranges.



8 Leading in omni-channel:

STRATECIC REPORT

OUTLOOK AND GUIDANCE

COVERNANCE

FINANCIAL STATEMENTS

M&S has had a good start to the new
financial year, with both Food and
Clothing & Home growing sales. While
the economic outlook for consumer
spending is uncertain, cost inflation
remains high, and market cenditions are
expected to become more challenging,
the strategy is beginning to deliver
improved performance and there
remains much within the Group’s control.

Driving omni-channel growth.
increasing the participation of
Clothing & Home cnline sales, through
leveraging the national store and
distribution network, to offer a
convenient and consistent service
however and wherever customers
cheose to shop. And growing
utilisation of Ocado Retail's capacity,
by providing superior service, market-
leading choice and M&S products.

WHERE TO FIND OUT

mevre

OUR EXTERNAL MARKET
ENVIRONMENT

(a) Read more on pages -7

In FY24, mcdest growth is expected in
revenues, driven by omni-channel as well
as from the benefits of the accelerating
store rotation plan. Furtherinvestment in
quality and trusted value will be partly
offset by actions to mitigate sourcing
cost pressures and to reduce waste and
stock loss.

B Expanding globat reach:
Capitalising on the strength of the
M&S brand to grow global sales
through capital light partnerships
and the development of a multi-
platform online business.

BICCER
PACK
BETTER

VALUE

g8 Structurally reducing costs:
Making £400m of structural cost
savings over five years, reducing cost
to serve and growing our margins
through technology improvements
toincrease retail and supply chain
efficiency and simplified and
streamlined digital, technology
and support centre functions.

Costinflation includes over £50m of
energy costs as well as colleague pay
increases of more than £100m, which are
expected to be offset by the delivery of
over £150m of in-year savings from the
structural cost reduction programme.
This gives scope to invest in customer
service and digital development, while D%ISIVER

i PROFITABLE
controlling costs. SALES

growlh

OUR STRATEGIC PRIORITIES
@ Read more cn pages 12-13

IMPROVE
OPERATING

maAging

8 Creating a high-performance
culture: A simpler, faster, delivery
focused business which is passionate
about M&S products, puts the
customer first and has the digital
skillset to make fast, informed
decisions.

Despite facing significant headwinds,
we are enccouraged by the strong
foundations established last year.

DIVIDEND

We suspended dividend payments at
the start of the pandemic to protect
our balance sheet. This enabled us to
invest in our transformation pricrities
and trusted value. With the business
generating an improved operating
performance and having a strengthened
balance sheet with credit metrics
consistent with investment grade, the
Board plans to restore a modest annual
dividend to our shareholders starting
with an interim dividend at the results
in November.

THANK YOU TO OUR

REMARKABLE PEOPLE

M&S is such a special business with so
much potential, and | want to thank all
of my colleagues for their contribution
to these results. Delivering performance
and driving change is everyone’s
responsibility at M&S, and they have
done a remarkable job. Despite facing
significant headwinds, | am encouraged
by the strong foundaticns established
last year and excited about what we can
achieve in the year ahead.

Erio’

Stuart Machin
Chief Executive Officer

DISCIPLINED

INE§TMENT

DRIVE

. SHAREHOLDER
I Accelerating store rotation: refuns
Accelerating store rotation and
renewal to create a more productive
estate of ¢.180 full line stores and
opening more than 100 new Food
stores positioned in growth locations,
which suppert omni-channel retailing.

OUR FINANCIAL PERFORMANCE
@ Read more on pages 34-41

Il Modernising our supply chain:
Modernising the supply chain to
improve availability and customer
service, while reducing costs and
working capital.

W Compelling customer ecosystem:
Creating a more engaging and
connected customer experience to
drive omni-channel growth. This
brings together the Sparks loyalty
programme and payment options,
supported by an effective and more
efficient technology infrastructure.

OUR APPROACHTO
SUSTAINABILITY

(-}) Read more on pages 32-33

#§ Disciplined capital allocation:
Disciplined capital allocation, to
strengthen the batance sheet,
reinstate an investment grade rating
for our debt and restore dividends.
Robust tiquidity and balance sheet
metrics allow for a further bond
repurchase exercise of c.£225m in
respect of our medium-term
maturities.

Annual Report & Financial Statements 2023 5
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CEO & CO-CEO
HOW M&S HAS RESPONDED TO
THE EXTERNAL ENVIRONMENT

cant Maigur

TOST OF LIING C

Q

SM

KB

Risig

How has M&S supported
its colleagues?

Whether you've been running
ahome or running a business,
everyone across the country has felt
the pressure of rising costs this yvear.
It was the top concern for our
colleagues, and we wanted to do
what we could to help ease some

of that strain. Throughout 2022/23
we invested over £E46m in front-line
colleague pay across two separate
pay rises, including cur first ever
Autumn pay review. in February
2023, we announced a commitment
toinvest afurther £57min store
colleague pay, meaning the hourly
rate has increased 20% over the last
two years. When combined with
pension and benefits, this gives
M&S one of the strongest reward
packagesin retail.

Alongside pay, we have protected
front-line roles this year. We also
wanted to offer practical supportto
our colleagues. We used awareness
weeks to make sure colteagues knew
about the help available to them —
such as our free financial planning
workshops and the Unmind mental
wellbeing App. With input from our
colleague listening schemes and
BIC ~ our colleague representative
group—we introduced free sanitary
products across all sites and stores
and a free mea!l per shift for
colleagues at our Distribution
Centre in Castle Donington. it was
clear that Christmas was a particular
pinch point, so we gave a £250
giftcard to store and junior
colleagues to provide just a littie
extra help towards their
celebrations.

Marks and Spencer Group plc

How has M&S supported
its customers?

SM We know value has been the

single most impartant factor for
customers when deciding where

to shap. Over the last three years
we have started to change value
perceptions of M&S thanks to the
investment we have made in price
- particularly in Food. Of course, at
M&S valueisn't just about price —it
means never compromising on the
quality standards our customers
expect. We wanted to protect this
and invested again in our value.

@ Readg more an page 14

Across both businesses we have
focused on protecting prices on

the products that matter most

to customers. In Food, alongside
our everyday Remarksable ranges
we launched “Price Locks” on over
100 customer favourites to give
themn certainty on the products they
love to shop. Customers have
noticed the difference, with M&S
orice comparison videos going viral
on TikTok. In Clothing, as the market
leaders in Back-ta-School season,
we took the decision to hold prices
on uniforms last summer.
Schoolwear is an essential purchase
for millions of families, and we
wanted them to have confidence in
the value of our uniform.

KB

i

As in Food, great value in Clothing &
Home means more than just price,
it also means great cost per wear,
hand-me-down guality, the
confidence that it will fit and also
wash well. Ultimately, customers
want clothing that is made well and
made to last. Through our Back-to-
School marketing campaign we
showcased how we extend the life
of our school ranges through
durable design features and
innovations - such as grow-proof
hems and adjustable waistbands.
In January, we launched "Value
You Can Trust”, a Clothing & Home
campaign designed to reaffirm our
value credentials and reassure on
our promise of stylish clothing at
agreat everyday price without
compromising on the quality

and standards customers expect.

We have also been agile to have the
right product mix for cost conscious
custorners. Their concerns peaked in
the Autumn with the reality of rising
enargy prices, sc we bought deeper
into warmwear ranges and launched
a“Cosy Shop™in September -
offering great vatue on thermal
ranges and unigue innovations such
as M&S Snuggle™, which sold 79%
more than last year.
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GOVERNANCE FINANCIAL STATEMENTS

How has the external environment
imparted customer behaviour?

SM After the disruption of Covid,
customers were determined to
enjoy events and occasions this
year. Our Family Matters Index
(below) found they were prepared
to cut back in other areas tc protect
these celebrations and ealing out
was the first thing to go. We
respended in two ways in Food;
firstly, through increased innovaticn
inour event ranges and secondly,
by making sure we offered a great
value alternative to dining out. Qur
much replicated Dine In deal was
launched in response to the 2008
downturn and we have refreshed the
offer with more of our Gastropub
ranges and exciting new restaurant
quality products like our slow
cooked meats, to make it feel really
special again.

KB We saw 3 simitar story in Clothing.
Custemers are enjoying the return
of events - particularly holidays.
Qver half of M&S customers told
us they are planning a beach holiday
and three quarters planned to
refresh their summer wardrobe.
That's why we have extended the
size and scale of our “Holiday Shop”
and brought forward the online
launch to January.

SM Despite cost-of-living concerns,
customers’ focus on sustainability
hasn't dipped. In fact, many have
seen living more sustainably as an
opportunity to save money. For
instance, seven inten UK adults are
changing their behaviour, with 85% of
those cutting back on food waste in
particular, according to our latest
Family Matters Index. In response, we
launched our partnership with Tom
Kerridge to provide families with
inspiration for affordable, delicious
recipes designed around “all taste,
less waste”, helping to reduce waste
and use up leftovers. Last July, we
also removed best before dates from
over 300 fruit and vegetable
products (85% of the produce we sell)
tc encourage families to throw away
less edible waste at heme by using
their judgement.

T S
CTOMER URHEDRITIES A B E
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What technology trends
heve influenced customer
shopping habits?

KB Ease of paymentis an increasingly

important factor for customersin
building a relationship with a retailer.
Digital payments have grown
exponentially in recent years, and
Apple Pay, Google Pay and PayPal
are three of the most widely used
Apps globally today.

In October we launched Sparks Pay.
Unigue to M&S, it's a fully regulated
digital credit account which gives
Sparks customers a seamless,
perscnalised, one-click payment
experience on M&S.com and the
App. This creates one definitive way
to pay at M&S, making it easier for
customers to purchase their
favourites, and te rewarded for
shopping with us.

The customer base in our Sparks
loyalty programme gives us a strong
platform to test and trial, and this
year we have started experimenting
with different subscription models -
such as Sparks Delivery Pass -

so we can make shopping with

M&S an established part of
customer routines.

SM Customer expectations for

personalised experiences
continues to grow and with the
acguisition of fashion marketplace
Thread's IP and source code in
November, we have taken a “buy-not-
build” approach te accelerating cur
capabilities in the space. We already
know the incrementat value
perscnalisation can bring and we
anticipate that personalisation will
generate more than £100m of
annualised incremental revenue
for the business.

FAMILY MATTERS

The M&S Family Matters Index
{aunched in 2021, in partnership with
research specialists Yonder. Each
guarter we undertake in-depth
research with 5,000 UK adults to help
us understand what really matters to
families in the UK, and to track their
feelings, priorities, and ambitions in
the years to come. The quarterly
findings include an overallindex score,
ranging from 0 to 100, specifically
rmeasuring family optimism. A scere
above 50 represents a positive,
optimistic perspective.

RECULATHEN

How has M&S responded to
new regulation this year?

SM e know that healthis a priority
for customers and 43% want to eat
more healthily. We want to make
this easier for them and this year
we committed to a new target of
62% of sales coming from healthicr
products including our Eat Well
ranges by 2025/26. As part of this,
we have an ongoing reformulation
programme to improve our
products, and this includes
reducing HFSS (High Fat, Salt,
Sugar) within our ranges.

However, the implementation of
the new HFSS regulation acrass
England this year has placed
additional operational complexity
and cost on a sector already under
huge inflationary and logistical
pressure. Compliance with the new
location requirements in England
required extensive preparatory work
across our stores and we remain
uncertain about the impact it will
have across the wider business, as
we await consultation responsesin
both Wales and Scotland. Whilst we
support the regulation’s ambition
to drive healthier choices, we are
yet to see the influence it has an
consumer behaviour.

Separately, we very much welcomed
the decision within the Autumn
statement to drop the proposal for
an online sales tax which would have
made it even harder for retailers to
invest in the digital transformation
required to survive and grow in the
modern, digital era.

QOver the past year
we have seen family
optimism fluctuate.
Backin April 2022,
the overallindex score was 53, before
dropping to 49 in October as cost-of-
living concerns became the dominant
force in families’ day-to-day lives. With
our most recent index, conducted in
January 2023, the overall family index
score has recovered slightly to 51

- an initial sign of cautious optimism
returning.

@ Read the Family Matters Index here
corporate.marksandspencercom/
family-matters

Annual Report & Financial Statements 2023



STRATEGIC REPORT

OUR BUSINESS MODEL

M&S operates as a family of businesses across Food, Clothing
& Home and International, each led by its own integrated
management team with accountability for their divisions,
including marketing, supply chain and finance.

NAT LAAKES {5 MRST

TRUSTED BRAND

Aheritage of almost 140 years has built
a unique relationship between M&S and
the British public. M&Sis a brand trusted
to do the right thing by the people and
communities it serves.

(9] Fead v ore o pages 14-17

—_— Y —— — — - THEGROUP
CLOSER TO CUSTOMERS

Insight from the 30 million customers
MA&S serves each year and a company-
wide culture that puts colleagues close
to the front line, helps ensure we develop
products and services that make M&S
more relevant, more often.

@ Keaw =~ c ¢ a7 page 29

((OF ACCOUNTABLE Busy,
3
<P

- - i ’ Clothing
CLOSER TO COLLEAGUES &Home
Over 64,000 remarkable people all have
arole in delivering change and great
service at M&S. They bring extraordinary
passion for the business and deep
technical expertise in areas such as
sourcing, fit and preduct development.

@ Eeac »~ore o pages 28-31 ‘ i EEE

Property ; Services

—EST. 1884 —

EXCEPTIONAL OWN-BRAND PRODUCT
Innovative and exclusive to M&S

product, made and scurced with care

by longstanding trusted supplier
partners, with market leading animal
welfare standards, ethical trading
programmes and a sustainable

approach to raw materials.

@ Fego miore ¢ page 32

International

OMNI-CHANNEL ADVANTAGE

The scale and reach of our network of
1,064 UK-owned and franchise stores can
connect the digital and physical
shopping experience to make it easier
for customers to shop the way they want.
M&S has a 50% investment in Ocado
Retail and a growing global presence

in over 100 international markets.

@ Read ~ove o~ pages 18-21
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CREATINGCGVALUE FOR AL DUR STLKE SO MERC

\

1 SHAREHOLDERS

Building shareholders’ trust through
continuous engagement helps secure
their ongeing investment and support.
Given the scale of our shareholder base,
we operate a bespoke engagement
programme for retail shareholders to
enable them to make informed decisions.
As the business generates an improved
operating performance with investment
grade credit metrics, the Board plans to
restore a modest dividend to
shareholders, starting with an interim
dividend at the results in November.

48,000

[

4 COMMUNITIES
~

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

M&S makes a difference to the causes that
matter te our customers and calleagues
through activity such as our Marks & Start
employability programme, Neighbourly
food redistribution scheme, Sparks charity
partnerships and by making it easier to live
sustainable lives with facilities such as
shwopping clothes recycling and plastic
take back schemes at our stores,

19.9m

QUR STAKEHOLDERS

2 ) COLLEAGUES

Reshaping M&S requires a high
performance culture where delivering
performance and driving change is
everyone's accountability. We are
committed to making M&S a great place
to work; that is close toits colleagues and
customers, where everyone has a voice,
can be themselves and be their best.
That starts with all our colleagues feeling
fairly rewarded for the work they do and
we have invested to provide a leading
pay and benefits package to front-line
colleagues.

{ 5 SUPPLIERS

Trusted suppliers enable us to provide
customers with the high-quality, ethicalty
sourced and produced goods they
expect. Long-term partnerships with M&S
allows suppliers to create great products,
build volume at equitable prices and
gives them confidence toinvest in
sustainable solutions and new
innovation. This year we invested further
in third-party brand Nobody's Child,
enabling them to scale the brand. We
also fund specific innovation projects
with our suppliers, such as Farming with
Nature and international gender
empowerment programmes.

£400,000

S.I7Z STATEMENT

The anectore confirr the,
Ha¥elelaloRi: Mawmay T

stakenolders w
engUrng o long-ter T sustainabilny

cut.mothe year they nave acteu
atpest promctos e success of

MES Tor thie benefr of shnronotders as @ wnole Indoirg s </
ey have nad regard for the interest of alit M&S

MneT preseryv.ng MES repLlation ana

GCOVERNANCE FINANCIAL STATEMENTS

3 CUSTOMERS
-’

Put simply, without customers M&S
would not exist. Maintaining and growing
their loyalty ensures the enduring
success of our business. We put
customers at the heart of everything we
do and provide great service and
exceptional quality product, at.
remarkable value however they want to
shop with us.

”~
© PARTNERS

Qur franchise and joint venture partners
provide avenues to expand our reach and
access new customers in the UK and
internationally. These relationships
provide our partners with benefits,
including access to the M&S brand and
distribution of our unique product.

27

Kead mMore:

Stakenclder

Ergagemont

pages 10-11

@ Ourcompicte
3174 Statement
pages 80-82
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STRATEGIC REPORT

HOW WE ENGAGE WITH OUR STAKEHOLDERS

Understanding what matters most to our key stakeholders.

\
1 SHAREHOLDERS

HOW WE ENGAGED

— Qur Private Shareholder Panel, a group
of shareholders selected from an annual
ballot, attend meetings with cur Board
and senior managerent. This year’s
events included a sustainability session
held at cur Company Archive in Leeds
and anintreduction to Stuart to discuss
the new leadership team's priorities.

— The AGMis our key engagement
opportunity for two-way dialogue between
the Board and shareholders. Qur digital
ACM format over the past three years has
driven shareholder engagement, trebling
participation levels, At the 2022 meeting,
leading radio and television broadcaster,
Anita Anand, put questions to the Board as
shareholder advacate. Our drive to engage
shareholders led to the launch of our
“Share Your Voice™ campaign.

(=) ~ead ~oe o pages 68-69

- Board members, alongside our Investor
Relations team, regularly engaged with
rmajor shareholders to understand their
views on our strategic performance,

Cur Investor Relations team met with

over 120institutional funds, engaging with
investors who we estimate represent over
half of ourissued share capital. In October,
we held a Capital Markets Day with
shareholders, led by the CEQ and Co-CEQ,
to communicate our strategic ambitions
toreshape the business for growth.

PRIORITIES AND OUTCOMES

IN 2022/23

- During the year, we have frequently heard
from private shareholders that they are
focused on receiving a return on their
investment through the reinstatement
of a dividend payment. While the Board
agreed not to pay a dividend in 2022/23,
it did so to retain and reinvest the funds
in the business instead. The Beoard plans
to restore a moedest dividend to
shareholders, starting with aninterim
dividend at the results in November.

- Qur institutional shareholders have
continued to tell us they are interasted
in our strategy and how this will ensure
delivery of value and long-term,
sustainable growth. Qur transitionto a
low-carbon economy has also featured
strongly in these conversations.

PRIORITIES FOR THE COMING YEAR

- Shareholders will want to see
acceleration of our transformation
plans te deliver long-term
sustainable growth.

10 Marks and Spencer Group plc

H

2 ) COLLEAGUES

OW WE ENGAGED

Our Business Involvement Group (“BIG")
is the Board's key engagement method
with colleagues. The Chair of BIG
represents the collective colleague
voice by attending one Board and one
Remuneration Committee meeting
during the year. Discussion at these
meetings was focused on the cost-of-
living crisis and its impact on our
colleagues.

Our colleague suggestion scheme,
“Straight to Stuart”, allows colleagues to
submit their ideas and receive a response
straight back from CEQ, Stuart Machin.
This year, we have introduced live
sessions broadcast online, providing
colleagues with the opportunity to have
theirideas discussed and answered in
realtime by Stuart and theleadership
team.

Now we Cngafe witt
aec ~ree Feop.c & Cururo
~ o pages 28-31

PRIORITIES AND OUTCOMES
IN 2022723

Managing the cost-of-living crisis and
inflationary pressures has created many
challenges for our colleagues. It is
important to them that suppert provided
by the Company is meaningful in
recducing their uncertainty. As aresult,
two out-of-cycle pay reviews have been
implemented to combat increasing
financial pressures.

@ Fead ~ove o page 81

Colleagues continue to tell us having
their voice heard in Company decision-
making is a priority for them. Numerous
suggestions from our “Straight to Stuart”
scheme have been approved, from
providing sanitary items in women's
toilets, to including the option to add
starmmer symbols to name badges.

PRIORITIES FOR THE COMING YEAR

The cost-of-living crisis is not expected to
improve dramatically, and colleagues will
continue to expect our ongoing support
over the coming year.

3 CUSTOMERS
-

HOW WE ENGAGED
- In 2022/23 we brought customers inte

our Support Centre for a series of focus
groups reaching over 400 of cur Clothing
& Home colleagues. We have also
conducted "Closer to Customer™ events
with Business Unit Leadership Teams on
various topics from Sleepwear to
Autograph.

This year we launched the “Collective’, an
online community where 40,000 loyal
customers are engaged by our Food
colleagues on problems they are working
on. This direct contact means customers
can influence decision-making and see
results first hand. Topics included
seeking views on digital receipts and
exploring future product ideas.

This year we set up a quarterly
reputaticn tracker. Run by Portland
Cormmunications, it surveys a robust
sarmple of 20,000 nationally
representative customers four times
ayear to give a view of how we are
performing on ESC issues.

PRIORITIES AND OUTCOMES
IN2022/23
— Aswellas great quality, good product

availability and an easy and enjoyable
way to shop both in store and online, the
cost-of-living crisis has put value firmly
at the forefront of customers’ minds.
This has been a key driver for our
“Remarksable” and “Price Lock”
initiativesin Food.

Our customers continue to be more
conscious of their environmental
impact and look for sustainable options.
InFebruary 2023 we stepped up our
commitment to reduce plastic packaging
through the rolt out of cur “BYOB”
initiative; asking customers to bring
their own bag when collecting online
orders in store. We also campaigned for
improved collection and recycling
infrastructure in the UK for plastic
packaging and textiles.

PRIORITIES FOR THE COMING YEAR
- With economic uncertainty and potential

financial strains, our customers will
continue to shop for value and style.

We expect customers to be increasingly
interested in personalisation, including
product recommendations, loyalty
rewards, and a seamless omni-channel
experience.



4 COMMUNITIES
“

HOW WE ENGAGED

— M&Sdonated £5.8mto various charitable
crganisationsin 2022/23, and through our
customers, colleagues, and partners we
were able to fundraise an additional £2.3m.
Through our Sparks programme we
donated £2.1m to our 35 Sparks charity
partnersin the UK.

- We helped create meaningful employment
for those facing barriers to work through
our Marks &5tart Programme.

@ Read mcre cnpage 9

- We conducted widespread consultation
with our community, sustainability experts
and local government on our plans to
redevelop the Marble Arch store, and how
this will suppert our Plan A net zero goals.

- The M&S Archive shared our unique
heritage through education workshops,
public outreach programmes, online events
and digital resources. The Archive, which is
based on the University of Leeds campus
and open to the public, has undergene a
complete refurbishment this year.

@ archive.marksandspencercom

PRIORITIES AND QUTCOMES

IN 2022/23

- Apriority this year was supporting those
impacted by the conflict in Ukraine, and
the earthquakes in Turkey and Syria,
particularly important given our presence
in Turkey. As aresutt, in February, M&S
donated F100k to the British Red Cross
earthquake appeal, in addition to
supporting the UNICEF and Oxfam appeals
through doubling cur Sparks donations.

- Qurcommunity is focused on ESC issues
and is locking for M&S to be a socially
responsible company, that cares about its
long-term impact on the communities and
the environment it operates in. This has
been a key feature inthe ESG Committee’s
discussions.

(=) Read more 0 pages 90-91

PRIORITIES FOR THE COMING YEAR

- Many communities are yet to recover
from the impacts of the pandemic and
are likely to continue to rely on
companies to provide financial support
and to investinimproving employability
and job creation.

- Next year, we will be establishing a new
community strategy to address the
challenges that matter most to our
communities.

{

STRATEGIC REPORT

5 SUPPLIERS

HOW WE ENGAGED

We measure supplier satisfaction using
the independent Advantage Report
Mirror to survey a propertion of our
supplier base each year. The annual
GCroceries Code Adjudicator survey also
provides valuable insight on sector
pricrities and supplier perceptions.

In 2022/23, we held three conferences
te align supplier partners with our Feod
pricrities. Suppliers were given

the opportunity to meet the new Food
leadership team. We also held a series
of “Supplier Exchanges” focused on
sustainability and human rights to set
out our Plan Arequirements, introducing
tools available to suppliers to facilitate
best practice sharing across our

supply base.

In September 2022, we completed the
acquisition of our Food logistics provider,
Cist. We engaged collaboratively with
Gist throughout negotiations, to

balance business as usual with working
towards transaction comptletion.

=} Read crecntne dcguisinon

on pages 26-82

PRIORITIES AND OUTCOMES
IN 2022/23

Building and maintaining long-term,
collaborative relationships and receiving
fair payment terms has remained a
priority. Our Payment Practice submissions
in November 2022 and May 2023 show
our average days to pay suppliers
reduced by two days during the year.

For our suppliers based in Turkey,
recovery from the impacts of the
earthguake is key. Shortly after the
disaster, we partnered with VISMO
Tracking to offer those on the ground in
Turkey acress Lo its Panic Button app.

Ensuring sustainable practicesis
impaortantto us, and as aresult we
worked with ourrenewable energy
partner, Green Span, to modela
renewable energy solution across our
milk supply chain. We have also worked
with Food suppliers to establish
roadmaps on carbon reductions.

PRIORITIES FOR THE COMING YEAR
- Price will, of course, continue to be an

important factor for suppliers to remain
competitive. However, as customers
become increasingly conscious of
sustainability, we expect suppliers to
look to us to support their sustainable
innovations.

COVERNANCE FINANCIAL STATEMENTS

/
6 PARTNERS

HOW WE ENGAGED

- Afterthree years of travel restrictions,
we have returned to in-person strategic
partner events, bringing cur global
franchise partners together to view
future product and discuss the
strategic direction of the business.
This, combined with digital selling
events, fully enhance the buying
experience for our partners.

- Each of cur non-executive directors met
the new CEQ of Ocado Retail Limited,
Hannah Cibson, to be briefed on her
plans for her first 100 days and the
future of the joint venture. Hannah
then attended the Board strategy
away day in February 2023, to maintain
a collaborative relationshig between
M&S and Ocado.

@ Read moreor the Ocado jont
vorture o page 20

PRIORITIES AND OUTCOMES

IN 2022/23

- Ensuring sustainable and socially
responsible practices is a key priority
for M&S and our Partners. We have
worked closely with franchise partners
to engage them on our ambition to
become a net zero retailer by 2040.
This has included developing local
sourcing on Food with partner Al-
Futtaimin the Middle East and Asia,
as well as increasing the number of food
products available to be shipped using
afreeze defrost model, reducing our
reliance on air freight.

- An exclusive agreement was signed
with bp pulse as an existing franchise
partner to expand its national charging
network with high-speed electric
vehicle charge points at around
70 M&S stores.

@ Reao more on page 82

PRIORITIES FOR THE COMING YEAR

- Continuing to maintain a strong
relationship between our business and
its partners, unlocking further value
and innovative ways of working.

Annual Report & Financial Statements 2023 n



STRATEGIC REPORT

OUR STRATEGIC PRIORITIES
RESHAPING FOR GROWTH AND VALUE CREATION

EXCEFTIONAL PRODUCT.

TRUSTED BRAKND

Protecting the magic custormers love
-driving quality, innovation and style at
great value.

LEADING INCMNI-CHANNEL
INCLUDING QCADG

Becoming the UK's leading omni-channel
retaiter, offering a seamless experience.

EXPANDED CLOBAL REACH
Leveraging the M&S brand to drive
capital light growth around the world.

Generating

profitable long- DELIVER

term sales growth PROFITABLE SALES
across channels
and markets.

Tages T4 D

Implementing

capital investment DISCIPLINED
programmes to shift INVESTMENT

volume into growth
channels and reduce
the cost base.

Ry o

pages 24-26

ACCELERATINC STORE RCTATION
improving the productivity, profitability
and quality of space to create a store
estate fit for the future.

MODERNISED SUPPLY CHAIN
Afaster and more agile M&S,
reducing cost to serve in both Food
and Clothing & Home.

COMPELLINC CUSTCMER ECOSYSTEM
Connecting every customer
engagement across M&S.

12 Marks and Spencer Group plc



STRATEGIC REPORT COVERNANCE FINANCIAL STATEMENTS

During the year the new leadership team set out plans to reshape
MA&S to deliver sustainable, profitable sales and market share growth,
and improve operating margins over time. These plans include the
creation of a high performance focused culture, prioritisation of
structural cost reduction and disciplined investment in the areas that
will deliver long-term sharehotder returns.

IR LI TOR ALY LOWER COSY BAEE
Perrmanently remnoving £400m from the
underlying cost base across M&S.

o U FERFOEMANTE CULTURE
Building a leaner, faster M&S that is closer
to customers and colleagues.

Building a more

IMPROVE - | productive M&S with
OPERATING a culture of delivery.

— : _ Embedding a single-
DRIVE minded focus on
SHAREHOLDER value creation for

_ _ our shareholders.
relums

AR IFLINED CAPITAL DL QCLETION
Investing in growth opportunities
with returns commensurate with risk.

Annual Report & Financial Statements 2023 13



STRATEGIC REPGRT

OUR STRATEGIC PRIORITIES CONTINUED

DELIVERING
PROFITABLE SALES

growl

M&S’ goal is to deliver profitable long-term sales
growth through developing Exceptional Product and
a Trusted Brand, offering a Leading Omni-channel
retail experience including through Ocado Retail and
Expanding the Global Reach of the business.

EXCEPTIONAL PRODUCT.
TRUSTED BRAND

FOOD QUTPERFORMS DUE TO
INVESTMENT IN INNOVATION

AND TRUSTED VALUE

The objective for Food is to achieve 1%
growthin market share and an adjusted
operating margin of c.4% over the next
five years. This will be delivered through
“protecting the M&3 magic” of trusted
vaiue and innovation in fresh, easy-to-
cook food, while fixing the backbone
processes of the supply chain and
driving growth in the store estate.

Food grew sales 8.7% to £7.22bn with
like-for-like sales up 5.4%, with
particularly good growth in haspitality
and franchise. Sales in core categories
were up 5.0% and well ahead of pre-Covid
levels, reflecting the strategy to broaden
appeal. Grocery market share increased
20bps to 3.6%, with M&S outperforming
all major full-line supermarkets. (source:
Kantar 52 w/e 19 March 2023).

Operating Profit before adjusting items
of £248.0m compared with £277.8m in
the prior year (which included £24 6m of
business rates relief), resulting in a net
adjusted operating margin of 3.4%.

While investment in value reduced
margin in the first half, as we did not pass
through the full impact of cost inflation
to customers, the resulting positive
effect on custemer volumes drove sales.
Combined with an in-year contribution to
operating profit from the Gist acquisition
of £27m, this enabled an increase in
second half adjusted operating margin
to 4.5%, compared with 3.8% last year.

Growth underpinned by investment

in trusted value: In recent years, Food
has shifted to trusted value to broaden
appeal, reducing the volume of
promotions and become competitive

at opening price points. At a time when
customers’ focus is on the cost-of-living,
further investment was made early in the
year, which meant that the business did
not pass through the fullimpact of cost
inflation on its margins.

14 Marks and Spencer Group ple

This included:

Sharpening the prices of over

100 ‘Remarksable value’ lines which
offer M&S quality at everyday prices,
implementing locked prices across
a range of ¢150 everyday family
favourites and moving the iconic
Dine-~in offer to Always On -~ offering
an affordable, restaurant-quality
alternative to eating out.

As aresult, the mix of value lines
increased. Forinstance, Remarksable
sales were up 40%, and featuredin
over 20% of customer baskets. Dine-in
launches such as "steak and chips”
also drove substantial sales growth
inthe offer.

VALUE GOES

v

Customers have really noticed our
investment in value this year and have
taken to social media to tell the world
about it, with one TikTok post comparing
M&S Remarksable ranges to a value
competitor generating over 1.4 million
views. To maximise the power of peer-to-
peer recommendations, customer sociat
media comments have been added to
store window displays too. M&S store
social channels across TikTok and
Facebook reach up to 3 million
customers every single week and the
in-store social champions across the 600
accounts have been getting creative to
make M&S value ga virat, with M&5
Devizes store topping 1.2 million views on
its ‘What £20 can get you in M&S’ video.

Customers reached every week
via store social channels

REMARKSABLE

VALUE

M&S quality.
Everyday low price.

L 4
“l saved so much
tam now a
loyat shopper™

“l bagged Loads
of great bargains
and the quality o
was brilliant”



Market share

3.6

Market share grew as M&S
invested in trusted value and
innovation.

Quality perception

1)

M&S grew its lead in quality
as we continued to invest
in upgrading our ranges
(Source: YouGowv).

STRATEGIC REPORT

WELFARE 9/
STANDARDS

We're determined to keep raising the
bar when it comes to animal welfare
standards. We offer more RSPCA
Assured products than any other
retailer and this year, took on our
biggest challenge yet. In 2021, we
announced our ambition to become
the first major retailer to sell only
siower-reared, higher welfare chicken
across our fresh chicken products.
in September, we met that goal-a
move welcomed by RSPCA Assured
as “the biggest positive change to
chicken farming in a generation”.
Our Hubbard breed birds now

have 20% more space, benefit from

a multigrain diet, and have an
enhanced environment, including
pecking aids and perches, to
encourage natural behaviours.

The movae, in line with the Better
Chicken Commitment, builds on

our long history of leading animal
welfare standards. Customers can
find our stower-reared, higher-welfare
frash Oakham™ CGold chicken across
stores, alongside our free-range

and Organic offering.

365

RSPCA Assured products

Value for money perception

Rising coets causod value
perceptions across the market
to fall this year. However, M&S
investment drove improvements
across the year and its position
relative to the market is now
its strongest in six years
(Source: YouCov).

Availability

94.5

Against a backdrop of market
wide supply chain challenges
availability remained level.
The acquisition of Gist will
support future improvements.

GOVERNANCE FINANCIAL STATEMENTS

Performance fuelled by innovation

and investment in basket building
categories: The innovation pipeline
helpedto increase sales of fresh
categories across the year and ambient
products over Christmas, Valentine’s and
Mother's Day when event sales grew by
an estimated 20%. Product launches
included:

- Aprogramme of quality upgrades
with M&S winning ¢.200 “tried and
tested” awards from titles such as
Good Housekeeping. For instance,
the introduction of Oakham™ Gold
chicken means that all the fresh
chicken sold is now slower-reared,
British and RSPCA Assured.

- Strong seasonal launches such as
the *Master Grill” range for summer
barbeques and limited editions for
key events.

- Reset and retlaunched ranges aimed at
driving market share in larger baskets
including soft drinks, household
cleaning, frozen desserts, and cereals.

Quality and value perceptions highest

in six years: M&S continues to generate
market-leading quality and sustainability
perceptions in Food, while the continued
strategy of investment in trusted value
has driven improved perceptions of value.

Annual Report & Financial Statements 2023 15



STRATEGIC REPORT

OUR STRATEGIC PRIORITIES CONTINUED

- DELIVERING
PROFITABLE SALES

growl;

FINDING OUR

oo Ao

Dresses are a key category in driving
stylie perception and reducing the
number of products across Clothing &
Home has given us an opportunity to
invest in category resets. Three years
ago MA&S ranked 6th in dress market
share and now holds 3rd spot. This has
been achieved by an overhaul of our
pricing architecture, modernising our
designs with forward-tooking prints
and taking a more confident trading
approach with more open buys and
testing earlier reactions in Spring and
repeating. With a clearer and simpler
strategy, we went after the consumer
demand for versatile dressing —
dresses that can be dressed down
with a pair of trainers but equally
dressed up for an occasion to really
give our customers the cost per wear
we know they are looking for. It was in
FY2022/23, that we really established
our sweet spot with the £39.50 price
point — last year we sold more than
718,000 units, with the printed square
neck midi dress (pictured to the right)
our current best-seller, selling more
than 9,000 units. As a resuit, casual
dress sales have increased 40% vs.
last year.

casual dress sales vs. tast year

#3

UK market share
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CLOTHING & HOME DELIVERING
IMPROVED STYLE PERCEPTIONS
AND SUSTAINING LEADING

VALUE POSITION

The objective for Clothing & Home is to
deliver a 1% increase in market share and
an adjusted operating margin of c.10%
over the next five years, by driving
omni-channel growth of a stylish,
quality, value for money M&S range,
alongside a family of partner brands.

Clothing & Home grew sales 11 3% tn
£3.72bnwith like-for-like sales up 11.2%.
Full price sell-through at 88% was level
with last year and well above historical
levels. Clothing & Footwear market share
increased 30bps to 8.3% (source: Kantar
52 wie 2 April 2023).

Store salesincreased 14.9% te £2.5bn with
strength in city centre and shopping
centre locations. Cnline grew 4.8% to
£1.2bn, with strong growth in Click &
Collect sales, which were up €.20%,

with more than one third of orders now
generated through the M&S App.

Operating Profit before adjusting items
of £323.8m compared with £330.7min
the prior year (which included £35.2m

of business rates relief), an increase of
9.6% excluding the impact of business
rates, Adjusted operating margin of

8.7% is now c.170bps ahove 2019/20.
Overall resuits reflected the leverage
from sales growth offsetting cost
pressures, particularly from sourcing and
currency as we did not pass through the
fullimpact of cost inflation to customers
and from planned digital investments.

Style credentials improving with more
confident buying: A more confident
approach to buying,and focus on the
rmodern mainstream customer, is starting
to deliver increased value for money and
style perceptions.

- Clothing & Home has focused on
buying more deeply into core lines and
offering clearer price points and better
availability. Forinstance, women’s
denim sales h