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FINANCIAL OVERVIEW

GROUP REVENUE

UNDERLYING GROUP EARNINGS PER SHARE

+2.8%

STRATEGIC PRIORITIES FOR THE YEAR

At the start of this financial year, we set out four strategic priorities to enable us to deliver our plan to
become a leading, international multi-channel retailer: Food sales growth, CM gross margin improvement,
improving CM performance and strong cash generation.

©

UK FOOD
REVENU

+3.4%

©

FREE CASH FLOW
PRE DIVIDENDS

GENERAL MERCHANDISE UK GENERAL MERCHANDISE
GROSS MARGIN REVENU
+190bps -2.5%

@ See Chief Executive’s strategic overview p08-09

ABOUT OUR REPORTING

NAVIGATING THE REPORT In this
document you will see a series of icons
that demonstrate how we've integrated
information about our business model
with details of our strategy and risk.
The easy toidentifyicons also tell you
where to look for further information.

(s (<

STRATEGIC  PLAN A RISK LOOKING
PRIORITIES AHEAD
LINKED TO READ
REMUNERATION  MORE

INTEGRATED REPORTING As members of the
International Integrated Reporting Council pilot,
we have committed to reporting the long-term
value created by sustainable business. Our
ambitionis to have a report that fully meets

the principles of the lIRC framework by 2016.
Progress this year includes a revised depiction
of our business model, which better
demonstrates how we create long-term value
through the effective use of our resources and
relationships,and clear links between our KPIs
and remuneration.

PLAN A Plan Ais integrated throughout
this report to demonstrate how itis
embeddedin every part of our business.
This makes it easier for shareholders to
see how our sustainability programme is
creating value in our different divisions.
More detailed informationis available

in our online 2015 Plan A Report at
marksandspencer.com/plana2015

ONLINE INFORMATION To keep
shareholders fully up-to-date, we have
comprehensive financialand company
information on our website. It means that
shareholders can access the information
they require, 24 hours a day. To register,
go to marksandspencer.com/investors
and follow the ‘Electronic Shareholder
Communication’ link.

INVESTOR RELATIONS APP Our Marks &
Spencer Investor Relations app provides
information toinvestorsandthe financial
mediainaniPad™ optimised format.
The app displays the latest share price
information and corporate news. It also
contains financial reports, presentations
and videos. For more information visit
marksandspencer.com/investors
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INTRODUCTION

M&S |5 ONE OF THE UK'S
LEADINGC RETAILERS, WITH OVER
1,330 STORES WORLDWIDE.

WE ARE COMMITTED TO
DELIVERING SUSTAINABLE VALUE
—FOR OUR SHAREHOLDERS AND
ENHANCING LIVES EVERY DAY
THROUGH THE HIGH QUALITY, OWN
SBRAND FOOD, CLOTHING AND HOME
PRODUCTS WE OFFER IN OUR STORES
AND ONLINE BOTH IN THE UK
AND INTERNATIONALLY.

OUR BUSINESS
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78 Other disclosures *DIRECTORS’ REPORT

. Operating performance and Shareholder
83 Independent auditor’s report information form part of the Directors’ Report.
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OUR BUSINESS

Al A CLANCE

We sell high quality, great value
products to 33 million customers
through our 852 UK stores and our
e-commerce platform. Our business
has two divisions: Food, which accounts
for 57% of our turnover, and General
Merchandise, which accounts for the
remaining 43%. We have market leading
positions in Womenswear, Lingerie
and Menswear.

@ Read more on p26-28

FOOD REVENUE

£5.2bn™"

GENERAL MERCHANDISE REVENUE

£4.0bn™

STORES

+54
8 52 netnew
stores

M&S.COM

Our M&S.com flagship positions us as a
leading multi-channel retailer. Launched
in February 2014, the website gives us
flexibility to cater to customers’ changing
shopping habits, whether they are
shopping online via their mobile,on a
tablet, or at Shop Your Way points in our
stores. The site now has over 7 million
registered users.

@ Read more on p28

M&S.COM SALES*

£636.5m™

WEEKLY SITE VISITS

6 ) 1 m+10.9%

SHOP YOUR WAY STORES

520™

" *M&S.com sales for the year ending 2014/15 are on a post store returns basis. M&S.com sales
have been restated on a consistent basis for 2013/14.
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INTERNATIONAL

M&S has 480 wholly-owned, jointly-
owned or franchised stores in 59
territories across Europe, Asia and the
Middle East. Our International business
now includes a fast-growing standalone
Food operation, meaning that more
people around the world can enjoy our
delicious, innovative food products. Our
significant physical presence overseas
is complemented by country-specific
Ceneral Merchandise websites.

@ Read more on p29

INTERNATIONAL REVENUE

€1.1bn™

INTERNATIONAL STORES

+25
480 Fer
stores

TERRITORIES

59+5

MARKS &
SPENCER

PLAN A 2020 ®

Plan A, our ethical and environmental
programme, underpins everything we do,
from sourcing responsibly and reducing
waste to helping the communities in
which we operate. It is a business plan
that maps out our route to providing
leadership in a world that’s increasingly
resource-constrained and experiencing
social change.

OUR BUSINESS

o marksandspencer.com/plana2015

TOTAL PLAN A 2020 COMMITMENTS

102

NOT ACHIEVED

COMMITMENTS ACHIEVED

47 I

COMMITMENTS ON PLAN COMMITMENTS BEHIND PLAN

53, 2

COMMITMENTS NOT STARTED

S
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OUR BUSINESS

CHAIRMAN'S
SIATEMENT

ROBERT SWANNELL CHAIRMAN

From our values to our infrastructure, M&S is a
more capable and better equipped business than it
was a year ago — helping us become the modern,
agile company we need to be.

PAID ON 9 JANUARY 2015

OVERVIE

This year we have seen outstanding
performance in some areas of the business
but performance below our expectations
in others. The overall result is that
underlying profits before tax moved ahead
6.1% to £661.2m. We have achieved a
number of the strategic priorities we set
out at the beginning of the year, becoming
a more capable company with significantly
stronger infrastructure, but we experienced
some implementation issues along the way.
We embedded new values aligned with our
strategic goals. These values, which put
integrity at their core, respect our heritage
whilst helping us to become the modern,
agile company we need to be. Above all, we
remain focused on one thing: offering our
customers products of exceptional quality
and value that they can trust, however they
choose to shop with us.

PERFORMANCE

Our Food business had an outstandiﬁg yea'r“

in a sector that continues to go through
profound change. In the most competitive
food market of recent years, we delivered
like-for-like growth in every quarter and
maintained our margin. We have a clear and
distinct offering and our growth plans look
clear and achievable.

Our General Merchandise (GM) business
delivered significant margin gains — the
first step in reaping the benefits of the
investment we have made —and our
products were well received by our
customers and the fashion press. Whilst
our overall performance was affected by

TO BE PAID ON 10 JULY 2015

the implementation issues outlined below,
it was pleasing to exit the year in the final
quarter with all elements of our CM
business showing growth.

Performance in our International
business was disappointing. Strong sales
performance in key owned markets, for
example India and Hong Kong, was more
than offset by macroeconomic issues and
performance in key franchise markets,
particularly Russia, Ukraine and Turkey.

We implemented two crucial pieces of
infrastructure: our new M&S.com website
and our automated distribution centre at
Castle Donington, two of the largest
projects of their kind in Europe. Whilst
projects of this scale are likely to
experience some initial performance issues,
these were greater than we anticipated. Our
skilled teams acted decisively to address
the issues. The strategic rationale for both
projects remains clear.

BOARD PRIORITIES

the same since | became Chairman in 2011:
we are focused on strategy and execution,
people and succession, and values. Having
completed the bulk of our major three-year
investment programme to transform M&S
into an international, multi-channel retailer,
the Board’s focus again this year was on
ensuring that our substantial investment
delivers the required returns. We also
devoted time to ensuring we have the right
talent and skills required in our business,
and to debating and articulating our values,
discussed below.

The Board’s three priorities héVe reméined

BOARD CHANGES

There have been a number ofuchangés to
the Board this year.

Jan du Plessis, our Senior Independent
Director, stepped down in March 2015,
having served on the Board since 2008.
I'would like to thank Jan for his
commitment and contribution to M&S over
the years. His insights and experience have
been invaluable. Vindi Banga, who has
served on our Board since 2012, took on the
position of Senior Independent Director; he
also chairs the Remuneration Committee.

In April 2015, Richard Solomons joined the
Board as a non-executive director. Richard
is Chief Executive of InterContinental
Hotels Croup and brings strong
commercial, consumer, branding and
global experience to the M&S Board.

On the executive team | would like to
extend a warm welcome to Helen Werr,
our new Chief Finance Officer. Helen has
exceptional credentials in both retailand
finance having previously held the same
position at John Lewis Partnership, Lloyds
Banking Group and Kingfisher.

This year we reviewed our senior
remuneration framework to align it more
clearly with our strategic objectives.
Further details are laid out in our
Remuneration Report on page 52.

OUR VALUES AND PLAN A

The culture at M&S is important to the
Board. Our values are a fundamental part of
how we do business —they are what makes
M&S different. Last June we introduced four




05
ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

GOVERNANCE PROFILE

Independence Half of our Board is made up
of independent non-executive directors,in
line with the UK Corporate Governance Code.

Senior Independent Director Our Senior
Independent Directoris Vindi Banga.

Accountability and election \We have clear
separation of duties between Chairmanand
CEOroles,andrequire all the directors to
standforre-electionannually.

Evaluation An externally facilitated
performance evaluation of the Board and its
committees was undertaken during the year,
asitisevery threeyears.

Attendance The Directors have all attended
anacceptable level of Boardand Committee
meetings.

Compliance The composition of all Board
committees complies with the application
recommendations of the Code.

Experience Throughout 2014/15,two members
of the Audit Committee had recent and
relevant financial experience.

Tenure The tenure of our previous external
auditor was over tenyears.|In 2014/15 we
appointed a new statutory auditor, Deloitte,
following a thorough tender process.

Non-audit policy We have a policy for the
award of non-audit work performed by our
auditor, whichis disclosed on our website, and
we have disclosed the limited non-audit work
undertaken.

Auditor appointment We disclose our
externalauditor appointment policy.

Internal Audit Details on the internalaudit
function are provided within this report.

Performance-related pay A significant part
of our performance-related pay is delivered
through shares.

Reward Our reward framework is simple and
transparent andis designed to supportand
drive our business strategy.

OUR GOVERNANCE PRINCIPLES

LEADERSHIP © See p34

The Board rigorously challenge each other
on strategy, performance, responsibility and
accountability to ensure that the decisions we
make are of the highest quality.

EFFECTIVENESS © See pa1

The Board’s performance is scrutinised inan annual
effectiveness review. This examines the progress
we are making against our plan, our collective and
individual effectiveness,and the independence of our
non-executive directors.

ACCOUNTABILITY @ See pa4

Allof our decisions are discussed within the context
of therisks involved. Effective risk management is
centralto us achieving our strategic objectives.

OUR BUSINESS

ENGAGEMENT @ See p51

Maintaining strong relationships with our
shareholders, both private and institutional, is
crucialto achieving our aims. We hold numerous
events throughout the year to maintainan open
dialogue with investors.

new core values built on the principles that
have guided M&S since it was founded in
1884. The values - Inspiration, Innovation,
Integrity and In Touch —aim to equip us all
to deliver our strategic plans.

But while the words are new, we have not
changed what matters to us. Acting with
integrity is at the heart of the way we do
business. So our customers can be sure
that the CM margin gains we achieve will
not come at the expense of the standards
we expect in our factories; they can be
safe in the knowledge that we will not
compromise on the provenance of our
food; and they can rely on us to be a force
for good in the communities in which we
operate.

Our commitment to Plan A, the
programme we launched eight years ago to
pecome the world’'s most sustainable major
retailer, remains as deeply held today as it
ever was. As people become increasingly
aware of how their behaviour impacts the
world around them, we believe businesses
need to connect with the communities in
which they operate. From healthy living

to ethical sourcing, we are committed to
leading the way and striving to offer our
customers the most sustainable options
possible. As M&S becomes more
international, our ability to lead with others
on a global scale grows, whether by using
our scale to drive improvements in our own
supply chain, or by lending our expertise to
global industry initiatives.

@ See Governance Section p32-82

STAKEHOLDER ENGAGEMENT
Engaging with stakeholders and employees
is particularly important during times of
change. We commmunicate regularly with our
shareholders to ensure they understand
our progress and plans. Outside our results,
this year, we held investor briefings on
M&S.com and our International business,
and Marc Bolland and his executive team
had many meetings with investors. All
information shared at these events

is available to shareholders at
marksandspencer.com/investors. \We

again held a governance event for our
largest shareholders, which | led with our
Senior Independent Director.

We have recently implemented a new
loyalty scheme for our private investors.
The scheme allows over 190,000 of our
UK-registered private investors to use
money from their dividend payment to buy
an M&S Shareholder Card at a discount. It
operates much like a gift card. The initiative
reflects the fact our private investors are
also some of our most loyal customers and
we value them greatly.

Our ‘Fit for the Future’ programme was one
of our biggest ever engagement exercises,
where employees discussed the shape of
the new values. We also launched a scheme
for the 3,500 section managers who
between them manage 92% of our sales
floor colleagues. The programme inspired
and motivated these managers, who are
the beating heart of M&S.

LOOKING AHEAD AND DIVIDEND @

M&S is a more capable and better
equipped business than it was a year ago.
In the coming year we will continue to
focus on growth in Food, improving

CM performance, further improving
margins and cash generation.

Our dividend policy remains a progressive
one, with dividends broadly covered twice
by earnings. We intend to pay a final
dividend of 11.6p this year, taking the total
dividend to 18.0p, up 5.9% on last year. In the
context of our increased free cash flow, we
are also pleased to announce an ongoing
programme of returns of capital to
shareholders, starting this year, with a

share buyback programme of £150m.

Finally, | would like to thank all our
employees for their hard work and
commitment at a time of significant
change. M&S employees are dedicated and
upbeat - lam always struck by their positive
attitude and energy. Their pride in M&S and
commitment to the business are what
makes us special. | want to thank every

one of them in stores and in our offices

for their contribution this year.

/@M‘f 8}‘:’74/4{)2

ROBERT SWANNELL CHAIRMAN
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CREATINC

SUSTAINABLE VALUE

OUR RESOURCES & RELATIONSHIPS

We create long-term value through the

O FINANCIAL
Generating returns for our

effective use of our resources and relationships.
We manage these in line with our core values of
Inspiration, Innovation, Integrity and In Touch.

These values influence how we behave and they
run through everything we do — they make the

stakeholders through effective
management of our financial
resources

) MANUFACTURED
Maintaining our channels and
supply chaininfrastructure to meet

M&S difference: enhancing lives every day

through the products and services we offer
our customers in the UK and internationally.

customer demand

@ INTELLECTUAL

Strengthening our brand through
creation and protection of our

intellectual properties

LISTEN & UNDERSTAND

Understanding our customers informs
everything we do. Our Customer Insight
Unit (CIU) listens and talks to around 60,000
customers a month, analysing the results
to build a comprehensive understanding

of what our customers want and how this

is changing. We also engage with over

2.6 million customers every day via our
social media channels, giving a constant
flow of information about how they are
feelingabout M&S and our products. By
keeping closely in touch with our customers,
we can ensure that we stay relevant and
continue to offer the products and services
they want to see at M&S.

STRATEGY & FINANCIAL
PLANNING

PRESERVING OUR

Awellrunbusiness relies on robust
financialmanagement and planning.

We are committed to creating value for
shareholders by making M&S a more
profitable business through improved
gross margin and strong cash generation,
driven by rigorous control of costs and
capex. In line with our strategy to buildan
infrastructure fit to support the future
growth of the business, we continue to
invest in our supply chain and technology.
We fund future growth through existing
cash flows, a policy which supports our
commitment to maintaining an investment
grade rating.

Our own brand model sits at the very heart
of the M&S difference. Our unique products
set us apartand ourinnovative culture
means we are always improving them for the
better. By providing high-quality products
alongside anindustry leading approach

to provenance, ethics and environmental
standards, we have built a brand that our
customers trust - this is our competitive
advantage. M&S occupies a very special
place in Britain and we work hard to protect
that position by always acting with the
integrity our customers have come to
know and expect.
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FIND OUT MORE

° Read about Our Plan on p09-13

© Read more on Risk on p23-25

INSPIRATION
Aim to excite and
inspire our customers

CORE
PURPOSE
ENHANCING
LIVES
EVERY DAY

Listen actively
andact
. thoughtfully

INTEGRITY
Strivetodo
theright thing

BUILDING STRONG

RELATIONSHIPS N

We are committed to buildingand maintaining
collaborative, sustainable relationships
throughout our supply chainandinthe
communities where we operate. We encourage
and support our suppliers to apply the same
rigorous standards against which we measure
ourselves. M&S has over 3,000 product, raw
materialand service suppliers with current
social compliance assessments covering
many aspects of human rights listed on

the Supplier Ethical Data Exchange. We are
longstanding members of the Ethical
Trading Initiative and Global Social Compliance
Programme. Our Global Sourcing Principles
cover what we expect and require of our
suppliers —we updated them this year to
incorporate the UN’s Guiding Principles

on Business and Human Rights.

° Read more on KPIs on p14-15

OUR BUSINESS MODEL

OUR RESOURCES & RELATIONSHIPS

@ NATURAL
Sourcing responsibly and
using naturalresources efficiently

INNOVATION

Aim toimprove
things forthe
better

REACHING OUR CUSTOMERS

........... ) >

9 SOCIAL & RELATIONSHIP
Building and nurturing relationships with
our customers and suppliers,andinthe
communities in which we operate

O Human
Developing people and their knowledge

THE M&S DIFFERENCE

MARKETING & SERVING
OUR CUSTOMERS

Ourrange of selling channels enables our
customers to shop with us in the way which
is most convenient for them. M&S.com
offers our fullrange ina stylish, editorial-led
format that aims to inspire and excite our
customers. We have a strong presence on
the UKhigh street and in retail parks with

a combination of larger full line stores and
smaller stores, all supported by our Shop
Your Way service that delivers our products
wherever and whenever our customers want
them. Our expanding Simply Food format
means we are well positioned to respond to
changing consumer shopping habits. We
have a strong presence in key convenience
locations, including city centres, hospitals
andtravel hubs, such as petrol stations, train
stations andairports.

For the first time, we have brought food and
fashion together under one brandidentity
—Only M&S. This unified brand provides the
ideal platform from which to share the many
stories that make our products unique. It also
clearly communicates what M&S stands for
through a unified campaign. The refreshed
brand delivers a simpler,more contemporary
look and,importantly, ‘Est. 1884’ celebrates
our 131-year history, reflecting the value
our customers place on our heritage.
We have always prided ourselves on our
commitment to customer service—itisakey
part of our heritage. Every product is built
around our customer. Our employees, trained
tothe highest standard,are unitedin their
dedication to giving our customers the
best shopping experience.

N

OUR BUSINESS
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CHIEF EXECUTIVE'S
SITRATECIC OVERVIEW

MARC BOLLAND CHIEF EXECUTIVE

We are transforming M&S into a
stronger, more agile business - putting the
right infrastructure, capabilities and talent in

place to drive our strategic priorities.

UK FOOD
REVENUE

GENERAL MERCHANDISE
GROSS MARGIN

REVENUE

UK GENERAL MERCHANDISE

FREE CASH FLOW
PRE DIVIDENDS

+3.4%

OVERVIEW

In 2014/15 we made further progress

against our strategy to become a leading
international, multi-channel retailer - as we
enhanced our M&S.com infrastructure.

With our new infrastructure largely in

place, we have been focused on execution.
A number of key projects, for example
improvements to our product allocation
and replenishment systems, have been
successfully implemented this year. We
also built up our design capabilities and
capitalised on our market leading food
product development. Whilst we faced
some difficulties during the bedding in
period of the website and distribution
centre, we have learned more about how to
improve our online customer experience
and how best to stabilise the complex
operations at Castle Donington. Thanks to
our strengthened in-house capabilities,
these learnings have been effectively put
into practice, enabling us to return M&S.com
to growth in the final quarter of the year.

In 2014/15 we invested in our organisation
and our people to get the very best from our
new infrastructure and ensure we are truly fit
for the future. We have brought in key skills
and competencies that have historically
been outsourced - helping us work more
profitably and with greater pace. This has
included strengthening our in-house
clothing and home design capability and

our software engineering team.

Our values underpin everything we do...

+190bps

-2.5%

We developed four new core values of
Inspiration, Innovation, Integrity and

In Touch. By putting these values at

the heart of everything we do, we are
encouraging employees to do things
differently and take a fresh look at how we
can inspire our customers — with exquisite
quality and styling in our clothing, and
innovative, first to market, exceptional
quality food. This consistency will help
customers recognise the values of our
brand and what makes M&S different.

PERFORMANCE OVERVIEW ©

+22.5%

We had an outstanding year in a difficult
market. Sales increased despite deflation
across the sector and our profitability rose
as we streamlined our processes. Our Food
division has now seen 22 consecutive
quarters of like-for-like sales growth.
Customers continued to turn to M&S

for both everyday quality and special
moments. They love our constant
innovation: over the year we launched
1,700 new products. It is this newness and
innovation that makes M&S food special.

GENERAL MERCHANDISE

We made good progress in three of our
four key strategic priorities for the year.

In driving Food growth we delivered an
excellent performance with sales up

3.4% and growth ahead of the market.

We significantly increased our CM gross
margin by 190bps. CM sales, however,

were challenging, particularly in the third
quarter due to the impact of the disruption
at Castle Donington and the unseasonal
weather. Finally, we continued to control
costs tightly and reduced capital expenditure.
This, combined with a focus on working
capital, has delivered free cash flow pre
dividends of £524.2m up 22.5%.

FOOD
The strategy we set out in 2010 to be more

of a specialist in Food is working very well
and differentiates us from the competition.

Customers recognised the improvements
in the style and quality of our clothing. Our
collections over the year were a stylish,
wearable interpretation of the key trends,
meeting with approval from the fashion press
and customers alike. By the fourth quarter,
all GM departments were seeing growth.
The rise in gross margin came about through
better buying and sourcing. We also focused
on full price sales and saw customers trade
up to our better and best ranges.

CHANNELS _

Despite a difficult start to the year, the
performance of M&S.com steadily
improved as we listened to customers’
feedback and worked hard to improve

the online shopping experience. The site
made gains on three key metrics as the
year progressed: traffic, conversion and
customer satisfaction levels. We now offer

INSPIRATION INNOVATION

We aim to excite and inspire our customers

We are restless in our aim to improve things for the better



LOOKING AHEAD <

As we continue the work to transform
our infrastructure, we will now focus on
consolidating our position as a leading
international, multi-channel retailer.

Using our strengthened capabilities, our
priorities, both in the UK and International,
will be to accelerate our Food growth, deliver
an end-to-end CM operating model and to
drive the experience on M&S.com. We will
continue to develop a world class talent
pool, further growing our skills in key
strategic areas.

09
ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

The UK food market will remain
challenging but we are well positioned
with a store format that caters for how
shopping habits are changing. We opened
62 Simply Food stores this year, and we
have a strong pipeline with the fastest
Food store opening programme planned
iNM&S's history:.

Whilst we expect the Clothing and Home
market to remain highly competitive, we will
deliver growth through a focus on stylish
design, quality and newness, with better
availability and more choice.

\We anticipate that our International
business will continue to be impacted
by this year’s weakening euro and
macroeconomic factors will remain a
challenge, particularly in our Middle
East region. However, we will focus on
delivering relevant ranges to our local
customers, improving our like-for-like
sales performance across our owned
and franchised market and building
our international supply chain.

Our strategic priorities for 2015/16 remain unchanged

our customers a much more engaging
online experience. M&S.com is a superior
shop window for our products and our
customers appreciate its strong editorial
point of view: 8.2m people visited its Style
& Living editorial section over the year.
Together, this has resulted in a steady
improvement in sales and we finished the
year with growth of 13.8% in Q4. Over 7m
people have registered to use the site,
surpassing registrations on our old site.

We continue to improve our stores to
make them more inspiring places to shop.
We invested in the quality of the store
environment, with refreshed Womenswear
departments and new look Menswear
departments. We also improved

Shop Your Way with extended delivery
cut-off times, offering a more convenient
and joined-up customer experience.

INTERNATIONAL

Our International business faced multiple
macroeconomic challenges this year.
These issues affected franchise partners,
particularly in Russia, Ukraine and Turkey —
our Middle East region —and resulted in
reduced wholesale shipments, which led to
lower profits. However, we were pleased by
our performance in other priority markets,
particularly India, and by the good growth
in our Food business in Europe and

Hong Kong.

INTEGRITY

We always strive to do the right thing

BRAND

The new core values are aligned with our

business and will drive the behaviours
needed to achieve our customer promise
of ‘enhancing lives, every day’. Our brand
was enhanced by imaginative marketing.
We launched Only M&S, a unified campaign
for Food and clothing — we are one

brand with many stories to tell. In Food,
‘Adventures in..! celebrated the creativity,
craftsmanship and passion behind our
food and was very well received by our
customers. The clothing campaign marked
a step change in approach and with
renewed confidence we showcased our
edit of the latest trend. ‘The Two Fairies’
Christmas campaign combined bold ideas
with imaginative use of social media to
position M&S as a relevant, lively brand.

PEOPLE.

For M8S to thrive in the future, we have

to be amodern, forward-looking and agile
company today. Over the year, we continued
to roll out the necessary systems and
processes to ensure that - from top to
bottom —we are in the right shape to meet
future challenges. Our Fit for the Future
programme saw us refine the way we do
things. We streamlined our processes,
clarified lines of command and introduced
initiatives to encourage entrepreneurialism.
We also realigned our executive team’s
responsibilities. The changes ensure greater
accountability and our new simplified team
structures allow us to move with more
speed and agility.

PLAN A

Over the last 131 years, M8Shasbulta

unique position and a significant part of
that is down to customer trust. Maintaining
this position of integrity is central to the
Company’s future. Our customers trust us
to always do the right thing, which is why
Plan A 2020 is absolutely crucial. Plan A
has taught us that we can achieve more
when we collaborate inside and outside of
the business. We celebrated a decade of
Marks & Start, our scheme which provides
training and work experience within M&S
and our supply chain for the long-term
unemployed. Make Your Mark, our
programme that focuses on supporting
young people facing barriers to
employment, is part of Movement to Work,
a larger programme we helped to found

in 2013. Almost 200 of the UK's biggest
companies are now signed up. Engaging
with our communities underpins Plan A
and this year our employees and customers
raised a total of £7.5m for our local and
national charity partners. We have a clear
plan to further engage our customers and
communities in Plan A.In 2010, we set out
our goal to be the world’s most sustainable
retailer and this continues to drive our
ambition to improve things for the better.

A

MARC BOLLAND CHIEF EXECUTIVE

IN TOUCH

We listen actively and act thoughtfully

OUR BUSINESS
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OUR PLAN IN ACTION: s

We have improved levels of
12 stores

s.By offering o
rangeinalarger number of store:
helpin e cater fortheirb

today or tonight

In a crowded marketplace, our position as a food
specialist sets us apart from our rivals. Customers love

) hbad - F 2 & Our Simply Food format continues
ourinnovation:it's a strategy that makes us truly different. % __ B~ togrow strongly. We opened 6 /

Last autumn, our Belgian Chocolate Jaffa Sphere became - ’ - storesin the UK thi
our fastest-selling dessert ever: we sold 170,000 in just six ; d total to 504. Ourfr
weeks. Such was the demand that our supplier went into w .
24-hour production. = 2 i e through our partner:

> opened our 200th Simp

Food
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OUR PLAN IN ACTION:

GM GROSS MARGIN
IMPROVEMENT

As part of our strategy to improve our margins, we

are bringing much of our design in-house. 35% of our
clothingis now created, designed and sourced by our own
teams, up from 20% at the end of last year,and our target
is 60% by 2016/17.Our Direct Design strategy has led to
greater collaboration between our buying teams, our
design teams and our regional Sourcing Offices.

@ see more in Financial review on p16-19 and
General Merchandise on p27

A better buying process has helped
increase our margins, for example
through the way that we procure our
fabric. We usedto source our linen
from 28 fabric mills. Now, we use eight.
Consolidating the number of mills has
allowed us to create efficiencies, save
time and be smarterinhow we buy.

Better availability is key to boosting
our margins, but some of the behind-
the-scenes systems and processes

which regulate this are over 25 years old.

Our CM4 Programme is changing this -
we are overhauling everything from our
merchandise planning systems to our
allocation and replenishment systems.
GCM4 will make us more efficientand
more profitable.

0
(2]
w
=
]
=)
o
o
=)
(o]
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IMPROVE GM
PERFORMANCE

(WOMENSWEAR)

When we see a trend coming, we work quickly to
interpret it for our customers. As the UK market
leaderin Womenswear denim, we knew that the recent

denim catwalk trend would resonate with our shoppers.

With strong editorial backing on M&S.com, a featurein
Vogue, bold in-store visual merchandising and joined-
up marketing, our range was a hit. We sold 4.3m pairs of
women’s jeans, up 7% on the year.

@ See more about General Merchandise on p27

Customers love newness, so we've
made sure that we send more tomore
stores, with new lines landing in store
every 2-3 weeks. Our Limited Edition
rangeis now inall stores and our Rosie for
Autograph lingerie and sleepwearisin
the majority of stores, giving more choice
tomore of our customers,no matter
wherethey live.

Over 70% of our female customers deem
the fit of a garment to be the number

one determining factor of quality. Our

Fit Development team, whichis unique to
M&S, undertookamajor project toensurea
consistent,goodfitacrossallour brands. It
has resultedina 20% reductionincustomer
complaints about fit. We want our customers
tofeelconfidentabout finding stylish
clothesthat fitandflatter, whatevertheybuy.




=

OUR PLAN IN ACTION:

STRONG CASH
GENERATION

Prudent cost management has led to strong cash
generation across the business. We run our stores more
efficiently than in the past. This year we launched a new
Resource Planning System to increase the effectiveness
of our colleagues’ work patterns. We also saw the benefits
of anew payroll system which centralised administration.
Our free cash flow before dividends was £524.2m this year,
comparedto £4279m last year.

@ see more in Financial review on p16-19

We have become a more agile and
flexible organisation, resultingin
improved working capital. Tactical
supply chaininitiatives such as our
move to ‘pushallocation’-whereby
stockis replenished automatically
based on customer demand-have
resultedin better, more efficient
stocking, saving us time and money.

Capital expenditure this year fell
to £527m, from £710m, following a
period of major investment to bring
ourinfrastructure up to date. We are
now inagood position to maintain
our existing assets while also having
the headroom toinvestinnew ones
as we fulfilourambition tobe an
international, multi-channelretailer.

n
n
w
z
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=
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OUR PERFORMANCE

KeY PERFORMANCE
INDICATORS

GROUP FINANCIAL OBJECTIVES

OBJECTIVE KPI DEFINITION 2014/15 DATA

GROUP Total Croup salesincluding retail sales for Group revenue £bn
Grow Group REVENUE owned business and wholesale sales to £ 10 3 l l 3
revenue O ’

0 franchise partners.

GCroup revenue was broadly flat year-on- Level

year,with the growthin Food sales offset
by the declinein CM and International.

N/12 1213 13/14 1415

UNDERLYING Underlying profit provides additional 6 y
Increase GROUP PROFIT usefulinformation on the underlying £6 6 1 O 2 m 1‘5/1_l £622'9m

earnings BEFORE TAX performance of the business adjusting for

and returns 0 incomeand significant one-off charges. +6.1% 15)/13 £648.1m
Underlying PBT grewas aresult of a 1
significantly improved performancein 1 ]/]2 £705.9m
the UKbusiness.

RETURN Return on capitalemployedis arelative 5] ) 0
ON CAPITAL profit measurement that demonstrates 1 4 A 7 % 1! )/1‘1 14:.8/0

E%%SYED thereturn the business is generating from @

(0 ) its net operating assets. LY14.8% 12/1315.8%
The reduction in ROCE from last year 1
reflectsanincreaseinaverage net 1 ]/]2 16.4%

operatingassets, partially offset by
anincreasein underlying earnings.

UNDERLYING Earnings per Share (EPS)is the underlying D} y
EARNINGS profit divided by the average number of 3 3 a 1 p 1! )/1‘1 32.21)

PER SHARE ordinary sharesinissue.
+2.8% 23
0 The weighted average number of shares R ° 12/1:) 31-9p
inissue during the period was 1,635.6m 1
(last year 1,615.0m). 11/12 34.91)
DIVIDEND Dividend per share declaredinrespect 5] )
PER SHARE oy 1 8 O p 13/14 17.01)
°
The Boardis recommendinga final 9 /1¢
dividend of 11.6p per share, resulting +1‘0p 1'/1'; 17'0p
inatotaldividend of 18.0p, 1.0p above
[y 11/1217.0p

FREE CASH Free cash flowis the net cash generated
ron ¢ 1 7
Stro 9 FLOW (PRE by the business in the period before £ 5 2 4 2 m ] (}/] £4:2 .9m
°

cash DIVIDEND) dividend payment.
8 ()
generatlon e Improvement was driven by better +22‘5/’ 12/13 £204°1m
working capitalmmanagementand
improvementsin underlying EBITDA. 1 1/12 £385.2m

NON-FINANCIAL MEASURES

Improve PRODUCTS Aquality or feature regardedasa ") 640
P WITH A characteristic orinherent part of a 0 3

prOdUCt PLAN A QUALITY product which has ademonstrable o,
sustainability (V) positive or significantly lower +7%

environmentaland/or socialimpact

duringits sourcing, production, supply,

use and/or disposal. -

Plan A quality

Reduce gngsl\?HOUSE Totalgross CO,e emissions resulting (<] Looking ahead Ouraimis forall
. from M&S operated activities worldwide. 592 OOO M&S products to have at least one
'mpaCt GAS EMISSIONS We continue to offset emissions toa o 2’ C02e Plan A quality by 2020.We have

net figure of zero (carbon neutrality). +4.4/) targets toimprove energy efficiency

by 50% and reduce refrigeration gas

gzgsEfd?sRsElgﬁs'OUSE Totalgross CO,e emissions emissions by 80% by 2020. We also
per 1,000 sq ft resulting from M&S 3() planto continue to offset our gross

PER 1,000 SQFT operatedactivities worldwide. t COge/l’OOOSq ft greenhouse gas emissions to zero

Level (carbon neutral).
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FIND OUT MORE

@ Read about Our Plan on p09-13

e Read more on Remuneration on p52-76

STRATEGIC OBJECTIVES

OBJECTIVE KPI FOOD GENERAL M&S.COM INTERNATIONAL
MERCHANDISE
-V SALES UKREVENUE UKREVENUE TOTAL ONLINE SALES REVENUE
g:(l)\\l;lr;ﬁ REVENUE 3
° £5.2bn £4.0bn £636.5m £1.1bn
o +3.4% -2.5% -2.0% -5.7%
D] y € y Total online sales £m International revenue £bn

13/14 £5.1bn 13/14 £4.1bn
Definition UKFood sales Definition UKCM sales

including retail sales for
owned businessand
wholesale sales to
franchise partners.

QOur strategyis to be more
specialistand focus on
quality andinnovation.

includingretail sales for
ownedbusiness.

Customers recognised the
improvements in the style
and quality of our clothing.
Demonstratedimprovements
with positive CM sales growth

N2 1213 1314 14/15

Definition Total multi-channel

revenueincluding web tohome

1.2
II

N2 1213 1314 14/15

Definition Sales from
the Internationalbusiness

Through improvements inthe last quarter. and Shop Your Way transactions.  including retail sales for
inavailability and choice, M&S.com sales returnedto owned businessand
we made M&S food more growthinthefourthquarterand wholesale salesto w
relevant to our customers, we saw gradualimprovement franchise partners. 3}
more often. across allkey metrics. <z(
Reaching SALES GROWTH/ UK LFLSALES CROWTH UKLFLSALES GROWTH WEEKLY SITEVISITS INTERNATIONAL v
SPACE GROWTH/ SPACE GROWTH w
customers ONLINE VISITS () 60/ _3 1 0/ 6 1 m 0 o
o . . . 7.1% 2
°
+10.9% o
Definition Sales growth Definition Sales growth Definition Weekly visits Definition Year-on-year
from those stores which have from those stores which to our UK desktop, tablet, increase in weighted
been open for 12months. have been open for mobile and app sites. average selling space.
The Food division has seen 12 months. -
22 quarters of positive Over 7 million customers have We opened 25 net new
like-for-like sales growth. Demonstrated nowregistered on M&S.com. International stores
improvements with this year.
UK SPACE CROWTH positive CMsales growth
inthe last quarter.
+2.9%
° 0
Definition Year-on-year
increasein weighted average
selling space. We continued
to grow our successful
Simply Food store format.
Improve GROSS MARGIN/ UKGROSS MARGIN UKCROSS MARGIN UNDERLYING
profitability PROFITS 32 80/ 52 60/ OPERATING PROFIT
o - 970 et £92.3m
P +30bps +190bps ove
-24.8%

Definition Cross marginreflects
the percentage of sales revenue
retainedafterincurring the direct
costsassociated with producing
andtransportinggoodstoa
saleable location.

Definition Cross marginreflects
the percentage of salesrevenue
retainedafterincurring the direct
costsassociated with producing
andtransportinggoodstoa
saleable location.

Definition Year-on-year
increase or decreasein
operating profit generated
by the International business.

Profit wasimpacted by
macroeconomic challenges
inour Middle East region
and the weakening euro.

Foodgross marginwas upas
we eliminatedinefficiencies by
streamlining our processes.

GCM gross marginimprovement
was largely asaresult of better
buyingand sourcing, resultingin
anoverallincreasein profitability.

Our plans for
the future
<

For 2015/16,the
directors’
remuneration
targets willinclude
cash flow,CM UK LFL
sales,CM gross
margin, M&S.com
sales growth,and
International sales
and operating profit.

We seeamaterial sales
opportunityandamore
modest gross margin
opportunity. We will continue
to exploit the opportunity
inour Food business -
maintaining our specialist
strategy and growing our
Food space.

We see amaterial gross margin
improvement opportunity,
withamore modest sales

growth opportunity.Inthe year

ahead we will continue to
deliver gross margin benefits
throughacombination of a
more direct approach to
sourcingandimproved
trading capabilities.

Our website and distribution
centre are powerfulengines
for growth. Ourinvestment
inthem willhelp drive online
salesgrowthandincrease
online profitability.

We seealong-term growth
opportunityacrossa
number of international
markets. We anticipate that
inthe short term we will
continue tobeimpacted
by this year's weakening
euroand challenging
macroeconomic backdrop.

Linked to
remuneration

1. Fortheyearending 2011/12 norestatement for the revised IAS 19 ‘Employee Benefits has been made.
2. Fortheyearended 2013/14,we have made adjustments to exclude a warehouse that is no longer under our operational controland include five smaller

international warehouse locations.
3. M&S.com sales for the year ending 2014/15 are on a post store returns basis. M&S.com sales have been restated on a consistent basis for years 2011/12 to 2013/14.
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SINANCIAL REVIEW

HELEN WEIR CHIEF FINANCE OFFICER

Strong financial disciplines are
at the heart of how we run the business.

OVERVIE

In 2014/15, we made progress in the delivery
of our strategy, with sales of £10.3bn level
on last year, and underlying profit of
£661.2m, up 6.1%. Underlying earnings

per share were 33.1p, up 2.8% on last year.

Strong financial management is at the
heart of our strategic priorities. Focusing
on margin and cash generation, we have
finished the year in a stronger financial
position and delivered improved returns
for shareholders, with a total dividend of
18.0p and significant share price growth
over the period.

FINANCIAL HIGHLIGHTS e

UK Food revenue was up 3.4% and we
outperformed the market by 3.5%. Food
gross margin was up 30bps at 32.8% as we
eliminated inefficiencies by streamlining
our processes.

UK GM revenue was down 2.5% year-on-
year. However, this decline was offset by the
stronger gross margin. We delivered gross
margin improvement of 190bps at 52.6%.
180bps of the increase was a result of
improvement in the buying margin driven
by the shift to direct design and sourcing
which allow us to buy more effectively.

Whilst M&S.com delivered sales of £636.5m,
down 2% on last year, we saw a steady
improvement in performance, exiting the
year with growth of 13.8% in Q4.

UK operating costs were up 1.5% against
last year, to £3.2bn. However, 2.4% of this
growth was accounted for by depreciation
and asset impairments, meaning that the
remaining costs were down, demonstrating
our tight control of costs and the benefit of
initiatives such as better resource allocation
in stores and new contractual terms with
our main Food logistics supplier.

Whilst some key owned international
markets continued to perform well
despite challenging trading conditions,
nmacroeconomic issues significantly
impacted International second half profit,
particularly in our franchise business.
Wholesale shipments to our franchise
partners in our Middle East region slowed
as aresult of some destocking. A review
of our International store estate, coupled
with the adverse euro exchange rates and
tough consumer environment, resulted in
writedowns of £37.2m relating to certain
underperforming stores in Western Europe,
Ireland and China.

M&S Bank performed well with underlying
profit contribution of £60.2m, up 5.3%, and
there was good take up of the fee-free
current account launched in May 2014.

STRONG CAPITAL MANAGEMENT

Improved performance and effective
balance sheet management have resulted
in strong cash generation. As a result, our
net debt position has reduced by £240.4m
to £2.2bn. Fixed charge cover was 3.6 times,
broadly level with last year.

We performed well against the criteria we
set out for capital allocation at the start of
the year:

- Strong free cash flow pre dividends of
£524.2m, up 22.5% on last year;

— Reduced capital expenditure of £526.6m
down by £183.0m;

- Full year dividend at 18.0p, up 59% on last
year, in line with our progressive policy;

— BBB minus rating, in line with our
commitment to maintaining an
investment grade rating;

- Net debt/EBITDA ratio of 1.7x,
comfortably within our ratio range
of 20x -1.5x.

After a period of significant investment, our
ROCE has now stabilised. By ensuring we
achieve the appropriate balance between
investment for growth and investment to
maintain the business, we expect our
returns to improve going forward.

DELIVERING RETURNS TO
SHAREHOLDERS

Following the recent programme of
investment, we now have a stronger, more
capable business. While there is still more
to do, the reduction in capital investment
and the improving business performance
will lead to strong cash generation.

The Board is now setting out a clear capital
allocation policy:

— Commitment to a strong balance sheet,
including maintaining an investment
grade credit rating;

— Continuing to invest in the business
for growth, underpinned by strong
investment disciplines;

— Progressive dividend policy, broadly
twice covered by earnings; and

— Returning any surplus cash generated
to shareholders on a regular basis.

Consistent with this approach, we have
announced an ongoing programme of
returns of capital to shareholders. In
2015/16, we expect to return £150m of
cash to shareholders in the form of a share
buyback programme. This is the first of
what is expected to be an ongoing
programme of returns, with the quantum
and method determined by the Board
each year based on the performance and
needs of the business.
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Investment to make our supply chain fit

for the future continued with a focus on our
CM IT systems and logistics network. Upon
completion, these two interdependent
projects will deliver greater supply chain
flexibility and better availability for our
customers. In IT, we completed the
Allocation & Replenishment element of

our CM4 programme, implementing a new
stock distribution system that allocates
stock to stores based on demand, ensuring
our customers can get the products they
want in the location in which they want
them. In logistics, we continue to reshape
our GM warehouse network, and the

next milestone will be the launch of our
redeveloped Bradford National Distribution
Centre in 2016.

We added 1.5% of UK selling space, driven
by our Simply Food growth programme. We
opened 67 new stores this year, including
62 Simply Food stores. We closed 13 stores,
of which five were relocations, as we
continue to reshape our portfolio to ensure
that our stores are in the most convenient
locations. We expect Food space to
increase by 4.5% in 2015/16, again driven

by growth in Simply Food store numbers.
Our strategy is for GM space to remain flat,
although we will continue to manage our
estate to improve the quality of stores for
our customers.

SUSTAINABLE REPORTING

Our com‘mitment to P'L‘én A olfives u;to runm

our business efficiently. An effective,
sustainable business plan ultimately

delivers value for shareholders. Investors
recognise the long-term value of sourcing
responsibly, cutting waste and using
resources efficiently.

As members of the International Integrated
Reporting Council and the Prince’s
Accounting for Sustainability project (A4S),
we are committed to reporting the long-
term value created by sustainable business.
\We have participated in projects supporting
natural capital accounting, and we are
taking part in the development of natural
capital protocols led by the Natural Capital
coalition, with the results due in 2016.

\We are committed to managing and
reporting our global tax affairs in keeping
with our longstanding values and paying
our fair share of tax. There is further detail
on our tax contribution on page 18.

SUMM A RY OF RES LTS
52 weeks ended
28 Mar 15 29 Mar 14
£m £m % var
10,3114 103097 Level

Basic earnings per share

Dividend per share (declared)

1. Onreported currency basis.
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FINANCIAL REVIEW CONTINUED

GROUP REVENUE

Croup revenues were level (up 0.4% on a constant currency basis).
UK revenues were up 0.7% in total with a like-for-like decrease of
1.0%. International revenues were down 5.7% (down 2.1% on a
constant currency basis).

GROSS MARGIN

UK gross margin was up 75bps at 41.4% as a result of strong
improvement in CM margin.

UK CM gross margin was up 190bps at 52.6% driven mainly by an
improvement in buying margin as a result of sourcing initiatives.
Despite a highly promotional marketplace, we remained focused
on full price sales and we reduced the number of price promotions.
However, clearance markdown was higher due to additional stock
into sale as a result of unseasonal Autumn/Winter conditions.

UNDERLYING PROFIT BEFORE TAX

Underlying profit before tax grew by 6.1% to £661.2m (last year
£622.9m) as a result of the significantly improved performance
in the UK business and lower interest costs.

NON-UNDERLYING PROFIT ITEMS

52 weeks ended
28 Mar 15 29 Mar 14

Net M&S Bank charges incurred in relation
to the insurance mis-selling provision

Restructuring costs

IAS 39 Fair value movement of
embedded derivative 1.3 (35)

(Loss)/profit on disposaland impairment

Food gross margin was up 30bps at 32.8% due to ongoing once commitment to closure (6.9) 822
operational efficiencies. The benefits realised through streamlining T A r—— (372)
our operations have been reinvested in price and quality,and also UK o el P : T
shared with our suppliers to help them create further efficiencies. el ‘re EINI0I SO [ SISO GREOIES  I— =
Strategic programmecosts -
OPERATING COSTS Fees incurred on tax repayment - (1.6)
52 weeks ended Adjustment to operating profit (61.2) (47.4)

29 Mar 14

Support 5 .
Total 3,207.4

3,159.6

UK operating costs were up £47.8m (1.5%), with higher depreciation
and asset impairments contributing £76.0m (2.4%) of the
totalincrease.

Retail staffing costs were down in part as a result of lower
volumes, but also helped by better resource allocation following
the implementation of a new labour planning system. Our store
customer satisfaction scores were up on the year.

Theincrease in occupancy costs mainly reflects increased depreciation
and asset impairments arising from investment made in our UK store
environment as well as the addition of new space in Food.

Distribution costs were down, reflecting new contractual terms with
a key Food logistics supplier, the benefits of the first stage of our
single tier network and lower volumes in GM.

Marketing and related costs increased due to the re-launch of the
M&S brand, including new TV advertising campaigns across both
Food and CM.

Support costs were up largely due to higher depreciation on the
new M&S.com web platform and additional staff incentive costs this
year, partially offset by the release of employee benefit provisions.

NET FINANCE COSTS

Net underlying interest payable was down 159% to £94.8m due to a
decrease in the average cost of funding to 5.0% (last year 5.4%) and
a £240.4m reduction in net debt. This has resulted in a decrease in
net finance costs of £12.8m.

Interest income ontaxrepayment - 49
Adjustment to profit before tax

Non-underlying adjustments to profit were £61.2m net charge (last
year £42.5m net charge). The main element of these charges is a
provision for impairment in underperforming stores in Western
Europe, Ireland and China.

@ Full details of non-underlying items are disclosed in note 5 on p100.

TAXATION

The full year underlying effective tax rate was 18.9% (last year 18.8%)
and statutory effective tax rate was 19.7% (last year 12.8%).

TOTAL TAX CONTRIBUTION

@ Corporation tax 9%

@ Customs duties 8%

@ Employer’s NI 9%

@ Employees' NI 7%

© Other taxes 1%

® Business rates 23%
Excise duties 14%
VAT 14%

@ PAYE 15%

£767m

In 2015 our total cash tax contribution to the UK Exchequer was
£767m (2014: £803m"); split between taxes ultimately borne by the
Company of £388m (2014: £372m) (i.e. corporation tax, customs
duties, employer’s NIC, business rates and sundry taxes) and
taxes attributable to the Company’s economic activity which are
collected on behalf of the government of £379m (2014: £431m")
(i.e. PAYE, employees’ NIC, value added tax, excise duties and
sundry taxes).

1. The 2014 numbers have been restated to exclude PAYE in relation to pensioners paid
by the M&S Pension Trust.
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UNDERLYING EARNINGS PER SHARE

Underlying basic earnings per share increased by 2.8% to 33.1p
per share. The weighted average number of shares in issue during
the period was 1,635.6m (last year 1,615.0m).

DIVIDEND

We are pleased by the improvement in cash generation over the
year. Following the increase in the interim dividend, the Board has
proposed a 7.4% increase in the final dividend to 11.6p. This will
result in a total dividend of 18.0p, up 5.9% on last year.

CAPITAL EXPENDITURE
52 weeks ended
28 Mar 15 29 Mar 14
£m £m
UK store environment 927

New UK stores

International

Supply chain and technology
Maintenance

Proceeds from property disposals
Total capital expenditure

526.6 710.0

Croup capital expenditure was down £183.4m versus last year,
as many of our large infrastructure projects have now been
completed.

The largest proportion of spend continued to be on supply chain
and technology as we developed our single tier distribution
network and continued to roll out our GM4 commercial systems.

We also continued to invest in our UK store estate to create a more
inspiring environment, including the launch of our new look and
feel Menswear departments.

The proceeds from property disposals mainly relate to the
deferred consideration from the sale of the White City warehouse,
which is being received over three years.

CASH FLOW AND NET DEBT

52 weeks ended

28 Mar 15 29 Mar 14

Underlying EBITDA
Working capital
Pension funding

Capex and disposals

Interest and taxation

Share transactions

Free cash flow pre dividends
Dividends paid

Free cash flow

Opening net debt

Exchange and other non-cash
movements

Closing net debt

31)

(2,223.2)

The business delivered strong free cash flow pre dividends of
£524.2m which, after the payment of dividends, led to a reductionin
net debt of £240.4m. The improved free cash flow reflects stronger
business performance resulting in £1,312.6m of underlying EBITDA,
anincrease of £92.9m (7.6%) on last year. In addition, there was a
£179.5m reduction in working capital, due to lower inventory levels
and also higher creditor levels, in part due to the earlier timing of
Easter this year. In addition, it includes an ex-gratia payment of
£40.0m (last year nil) from HSBC following agreement reached over
a number of issues in connection with the Relationship Agreement.
These movements are partially offset by capital expenditure cash
payments of £664.4m. These are higher than our actual capital
expenditure as a result of high prior year end capex accruals which
were paid in the first half of this year. Pension funding includes
£56.0m of additional deficit reduction funding contributions paid
into the UK defined benefit scheme during the year.

SUPPLIER INCOME

The Financial Reporting Council (FRC) has asked retailers “to
provide investors with sufficient information on their accounting
policies, judgements and estimates arising from their complex
supplier arrangements”. Due to our focus on own brand products,
supplier income is a relatively small proportion of our value of
stock expensed. As at the year end, accrued income in relation

to supplier income was £13.5m (last year £9.3m).

© Further details are disclosed in note 1, on p94, note 17, on p112 and in
the Audit Committee Report on p49.

PENSION

At 28 March 2015 the IAS 19 net retirement benefit surplus was
£449.0m (last year £189.0m). The increase is due to movement in
the UK defined benefit surplus, specifically an increase in the
market value of scheme assets attributable to higher than
expected returns. This is partly offset by an increase in the present
value of scheme liabilities due to a decrease in the discount rate
from 4.45% to 3.10% from the movement in corporate bond yields.

The Strategic Report, including the market context on pages 20-21
and risk management on pages 23 to 25, was approved by a duly
authorised Committee of the Board of the Directors on 19 May
2015, and signed on its behalf by

Mt I
Helen Weir Chief Finance Officer
19 May 2015
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MARKETPLACE

In a fast-changing retail world, it is crucial that we listen to our
customers and understand their needs. Our Customer Insight Unit (CIU)

analyses responses from 60,000 customers a month.

t combines this

feedback with market research to monitor the consumer climate and
understand how it is influencing shopping behaviour.

OVERVIEW

The UK economy continues to improve.
Unemploymentis fallingand house

prices arerising. Last sumnmer, consumer
confidence moved into positive territory for
the first time since March 2005. As a result of
the more optimistic outlook, there has been
agradual opening up of purses and wallets.
Rather thanincreasing their everyday
spending, people are looking to spend
onthe big purchases they put off inthe
downturn. This spending, however, is
accompanied by a healthy dose of caution.
Consumers still feel bruised by the credit
crisis; they are looking to save, and spending
remains carefuland considered.

Feelings of stability among UK consumers
have also been dented by a year of upheaval
abroad. From the Middle East to Russiaand
Ukraine, the last 12 months have been
tumultuous. This has tempered people’s
positivity. Domestically, the Scottish
independence referendum and the recent
generalelection had similar effects. People
like certainty,and thereis always uncertainty
around the outcome of such events.

UK

We saw more confidence among our

customers this year. They told us that they
are feeling secure, stable and cautiously
optimistic.

Although clothing sales were down year-on-
year, customers were investing more in our
‘better’and ‘best’ products. People told us
they were excited to shop with us. They
particularly loved the colours and vibrancy
of our Spring/Summer 2015 collections. This
renewed confidence was reflected in fewer
promotions than last year. The shift towards
convenience store shopping within the food
market means thereis intense competition
foralimited number of sites. In order to
help us address this challenge we have put
inplace a Simply Food surveying team to
identify and secure the best located sites
and we also benefit from our longstanding
franchise partnerships with the likes of BP
and SSP.Customers in our smaller stores
told us they wanted greater choice when
they shopped. We responded by increasing
theranges available in those stores. When

it came to our in-store environment,
customers told us that our stores are now
more exciting and enjoyable places to shop.

But we also benefited from the continuing
undercurrent of caution among shoppers.
With consumers focus on clever spending,
they want to buy once and buy well,and
turn to brands they can trust and whose
quality can berelied on, like M&S.

Consumers emphasis on celebrating life
and indulging their loved ones played to
our Food division’s strengths. Our mission
in Food is to excite customers with the
newness, quality and difference of our
products,and we continued to distinguish
ourselves with unrivalled innovation. Britain
is fast becoming a nation of foodies and,
inanintensely price focused market, we
focused on offering high-quality, good
value food to our customers. As aresult,
we outperformed the market once again.
Thereis a sense of discovery in buying food
at M&S, and our customers trust us when it
comes to scouring the world for the best
thereis. We excelled during events such

as Christmas and Valentine’s Day. And we
extended our events beyond dates in

the calendar; our summer-long food
campaign saw us promote our barbecue,
grilland world food ranges throughout
the season.

INTERNATIONAL

Convenience continues to drive growthin

the European food market, with demandin
France particularly strong. This presents
good growth opportunities for our
international Food offer and we opened six
standalone Food stores in Paris this year

in convenient city centre and transport
locations. Following the popularity of our
online stores on China’s leading websites
andinresponse to the expanding Chinese
children’s clothing market, we launched a
dedicated Kidswear store on Tmall.com,
which resulted in exceptional year-on-year
growth. We continue to target the growth of
the middle class and the expanding lingerie
market in India with our Lingerie & Beauty
stores. Our overseas shoppers see M&S as a
respected brandand they like the fact that
we are firmly grounded in our Britishness.

TECHNOLOGY

Technology continues to shape how
customers shop. The proliferation of
different channels - stores, online, tablet,
mobile —is turning shopping into a seamless
experience. Mobileis increasingly the first
port of callfor consumers’ research and the
number of shoppers using smartphones to
search for clothing increased by more than
half over the last year. Visits to M&S.com

via mobile were also up 51%. We have
adopted a mobile-first approach to digital
development, ensuring the primary devices
our customers use are at the heart of the
design. The pace of change in technology
continued - with the launch of some of

the first wearable tech devices. Our Digital
Labs team - made up of product design
specialists and data scientists —ensure

we stay at the forefront of technological
developments. The team uses the agile
techniques of the start-up world to help us
testand validate new ideas and concepts
andapply the learnings as quickly and
efficiently as possible. For example, the
team was able to develop our popular
Cook with M&S app for the Apple Watch
ahead of its UK launch.

GRANOLA
BREAKFAST
SUNDAE
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CONSUMER CONFIDENCE INDEX

Last summer, consumer confidence moved
into positive territory for the first time inalmost
adecade as people felt more secure about the
macroeconomic environment. Although it has
fluctuated since, confidence has remained
consistently higher thanin previous years. There
remain regional differences throughout the UK.
But wherever they are, consumers are looking
for both value and quality.

Customer Insight Our customers
tellus they wantaninspiring shopping
experience every time they enter

an M&S store or visit our website.
Theyalsowant to seeranges that

are creative and exciting. We seek
toinspire our customers with every
product they buy fromus,beita
prepared mealoraraincoat.

Customer Insight \We know our customers
look to M&S forinnovative ideas.Ina
crowded retail market, they want to know
that when they shop with us they will

get high-quality products
that are only available at Lo
M&S and are better than
ever before.

Customer Insight Our customers tell us that
they trust us to do the right thing. At M&S, we
pride ourselves on the high levels of integrity
inour productsandinour
supply chain.Ina competitive
and challenging food
market, customers know
that we willnot cut corners
whenitcomestothe
quality and provenance
of thefood that we sell.

Customer Insight To stay relevant, our
customers tellus we need to stay in touch
with them, so we constantly talk tothemand
monitor their spending habits. As wellas
analysing responses from 60,000 customers
amonth, our CIU looks at 600 million unique
customer transactions a year. We use the
data to help us give our customersa great

experience every time they
©00

shop with us.

5

Nov Dec Jan Feb Mar Apr May Jun

Jul  Aug

Sep Oct Nov Dec Jan Feb Mar

2013 2013 2014 2014 2014 2014 2014 2014 2014 2014 2014 2014 2014 2014 2015 2015 2015

INSPIRATION

Products & Channels Ourranges were
positively received by the fashion press this year.
Customers feedback about the quality and
style of our clothing ranges has improved,and
they have noticed the better fit of our clothing.
With our Food ranges we want to delight our
customers and we independently testall our
products for taste and quality, ensuring our
products are always a cut above the rest.

@ Read more on p26-27

INNOVATION

Products & Channels Over a quarter of our
Food products were new this year. And our
clothing ranges were constantly refreshed
with wearable interpretations of the latest
trends. As the UK market leaderin lingerie,
our brafit service is popular with our
customers, however onein four willnot go
into store for a bra fit. So our team of
software engineers developed a digital
solution. Our digital Bra Fit tool gives
customers an accurate and convenient way
of measuring themselves in the privacy of
their own home. @ Read more on p26-27.

Products & Channels Traceability is key. Due
to our close relationship with our suppliers, we
can pinpoint the very herd that produces any
particular batch of our milk. This year,a third of
our food products came from Cold and Silver
sustainability standard producers, in line with
our Plan Atarget. Today, 64% of our food and
clothing products have a Plan A quality, up
from 57% last year. The quality either relates to
the materials that the products are made from
ortothe manufacturingprocess.

Products & Channelstis crucialthat weare
in touch with our customers through every
channelavailable. M&S com uses bespoke
content to communicate with our customers
24hoursadayandis regularly updatedto take
intoaccount customer feedback. Socialmediais
anincreasingly important way of commmunicating
andwe have a social media ‘audience’ of

over 26 millionvia platforms and websites
suchas Twitter, Instagram and Facebook.

@ Read more on p28.

Brand & People Our new M&Slogo
emphasises the heritage and quality for which
we are known. Itis just one of the ways that we
haveinspired customers this year. At Christmas,
we carried out randomacts of kindnessall
across the UK. The strategy forgeda warm
connection between our people and our
customers at a special time of year.

© Read more on p30.

Brand & People Store presentationis crucial;
we have great products and we want to
showcase them at their best. So this year
around 5,000 colleagues trainedin

The M&S Way, supported by aninnovative
online learning tool to promote consistent
visual merchandising standards across
our CMranges. Our marketing campaigns
constantly break new ground. Our
‘AdventuresIn..Foodads used new
photography techniques to showcase our
food innovation with dancing fruit and
bursting berries. @ Read more on p28 and 30.

INTEGRITY ®

Brand & People Since we started our
Shwopping initiative in 2012, customers have
shwopped 10.6 million clothing garments for
Oxfam, worth £7.3 millionto the charity. Our
Behindthe Barcode initiative ensured that
colleaguesinour International stores were up
to speed whenit came tobrand awareness
and the service standards that make M&S a
world-class retailer.

IN TOUCH

Brand & People \We pride ourselves onthe
connections we have with the communities
inwhich we work - stayingin touch with the
communities where we operateis central

to Plan A.Whether it's through the volunteer
work of our store colleagues, through our
partnerships with local charities, or via
community-based initiatives like the Big Beach
Clean-Up,we aim to beaforce forgoodin
the towns and cities where we have stores
and operations.
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PEOPLE BEHIND

OVERVIE

bringing our values to life and putting our
strategy into action. To create value for our
shareholders we must engage employees
across the businessin our strategic plans
and ensure we have the right people,

with the right mix of skills to drive our
growth ambitions.

ENHANCING LIVES, EVERY DAY

We have done a lot of work this year
to ensure that we have the correct
management structures in place to deliver
on our promise of enhancing lives, every
day.In the face of changing shopping
habits, we have to make sure that our
frameworkis fit for the future.

Last summer we realigned our executive
team’s responsibilities to ensure greater
accountability across the business. We also
streamlined our processes and introduced
more collaborative ways of working
throughout the Company to speed up
decision-making.

Our four new core values underpin
everything we do: Inspiration, Innovation,
Integrity and In Touch.

= PLAN

OUR LEADERSHIP TEAM

The changes we made last June saw UK Retail
and International represented at Board level
for the first time. Toreflect the increasingly
‘channelneutral’ outlook of our customers,
Laura Wade-Gery assumed responsibility for
UK Retailas wellas Multi-channel.

Patrick Bousquet-Chavanne took on
responsibility for International,as well as
Marketing, to help bolster M&S’s global
brand position.

We were delighted to welcome Helen Weir
onto our Board as Chief Finance Officer on

1 April 2015.Helen, who replaced Alan
Stewart, brings with her a wealth of retail,
consumer andfinancial experience. She was
formerly Chief Finance Officer at the John
Lewis Partnership. Prior to that she held
senior positions at Lloyds Banking Croup
and Kingfisher.

OurManagement Committee helps shape
ourannualbusiness priorities and drives the
delivery of our plan. To ensure that allareas
of our business work as one team, it was
extendedto ensureitis fully representative
of the entire business. The Management
Committeeis ably supported by the Senior
Leadership Group, whose key objectiveis
to drive ahigh performance culture and
promote a wide understanding of our plans
and priorities, so that every employee feels
clearand confident about the direction of
our business.

MANAGEMENT COMMITTEE

Marc Bolland
Chief Executive

Hugo Adams

Patrick Bousquet-Chavanne
Executive Director,
Marketing &International

Management
Andy Adcock

John Dixon
Executive Director,
GeneralMerchandise

Steve Rowe
Executive Director, Food

Mike Barry

Laura Wade-Gery
Executive Director,

Director of Property
Development &Facilities

Director of Food Trading

Costas Antimissaris
Director of International

Director of Plan A

Sacha Berendji
Director of Retail

Belinda Earl
Style Director

Paul Friston
Executive Assistant & Business
Development Director

Dominic Fry
Director of Communications
&Investor Relations

Dirk Lembregts
Director of Supply Chain

Amanda Mellor
Group Secretary & Head of

Multi-channel c Corporate Governance
arl Dawson
Helen Weir Director of IT Chris Taylor
Chief Finance Officer FL Business Improvement Director
orence De Boosere
Clobal Director of Store David Walmsley
Environment &Product Director of M&S.com
Presentation Rob Weston
Tanith Dodge Clobal Brand & Marketing
Director of HR Director

A NEW APPROACH

In order to support the organisational
changes, we launched a new leadership
programme - Fit to Lead The Future.
Designed to equip our people with the
insights and practical techniques to build
and lead high performing teams, it will
ensure our leaders understand what'’s
required of an organisation to remain
sustainable ina quickly changing world.
We are also running engagement events
for our 1,300 head office employees who
have responsibility for directly managing
individuals or teams to ensure they
understand the important role that they
play indriving high performance. Our new
values are reflected in our employee
policies, including the behaviours we

look for when we recruit, the induction

of new employees, in performance
management and as part of our
development programmes.

EMPLOYEE DIVERSITY AS AT 31 MARCH 2015

Total employees

82.461 @ Female 59,710
S -
@ Male 22,751
o
S°
Total senior managers
190 @ Female 75
@ Male 115

Total Board*
@ Female 5
@ Male 8

*Includes Helen Weir and Richard Solomons,
who both joined the Board in April 2015.
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RISK MANACEMEN T

We believe that effective risk management is critical
to the achievement of our strategic objectives and the
long-term sustainable growth of our business.

APPROACH TO RISK MANAGEMENT

The Board has overallaccountability for
ensuring that risk is effectively managed
across the Group and, on behalf of the
Board, the Audit Committee reviews the
effectiveness of the Group Risk Process.
Eachbusiness areais responsible for
identifying,assessing and managing
therisks in their respective area.

Risks are identified and assessed by all
business areas half-yearly and are measured
against a defined set of criteria, considering
likelihood of occurrence and potential
impact to the Group. The Group Risk
function facilitates a risk identification and
assessment exercise with the Executive
Board members. This information is
combined to forma consolidated view of
risk. The top risks (based on likelihood and
impact) form our Group Risk Profile, which is
reported to the Executive Board for review
and challenge, ahead of final review and
approval by the Group Board.

To ensure that our risk process drives
continuous improvement across the
business, the Executive Board monitors
the ongoing status and progress of key
action plans against each risk quarterly.

KEY AREAS OF FOCUS

We continue to drive improvements to our
risk management process and the quality of
riskinformation generated, whilst at the

RISK LIKELIHOOD AND IMPACT

Identification VN
Risks highlighted
and documented
inacentrally
managed Risk
Register

ALMOST CERTAIN

v
Assessment
Risks assessed
interms of
likelihood of
occurrenceand
potentialimpact
onthe Croup

LIKELY

LIKELIHOOD

POSSIBLE

v

Mitigation
Requiredactions
areagreedand
assigned, with
target deadlines
and quarterly
status updates

UNLIKELY

MINOR

MODERATE

G GROSSRISK LEVEL BEFORE MITICATION

IMPACT

same time maintaining a simple and
practicalapproach. This year we have
placed significant focus on developing
ourapproach torisk appetite.

The objective of our risk management
approachis toidentify and assess all
significant risks to the achievement of

our strategic objectives. Risk appetite is
animportant consideration in strategic
decisions made by the Board.Itisan
expression of the types and amount of risk
we are willing to take oraccept to achieve
our plan and should support the definition
of mitigating activities required to
manage risk likelihood and impact to
within acceptable levels. By defining our
risk appetite we aim to support consistent,
risk-informed decision-making across

the Group.

This year we have taken steps to strengthen
our approach torisk appetite, starting with
the definition of draft, Croup-level risk
appetite statements. The purpose of these
is to articulate the Board’s desired risk-
taking approach to the achievement of our
strategic objectives, in the context of
managing our principal risks. During the
2015/16 financial year we will further develop
our approach torisk appetite, refining these
statements and integrating them with our
wider risk management processes. For
more information on this, please see p45.

PRINCIPAL RISKS AND UNCERTAINTIES

As with any business, we face risks and
uncertainties ona daily basis. It is the
effective management of these that places
usinabetter positionto be able to achieve
our strategic objectives and to embrace
opportunities as they arise.

Overleaf are details of our principal risks and
uncertainties and the mitigating activitiesin
place toaddress them. Itis recognised that
the Group is exposed to risks wider than
those listed. However, we have disclosed
those we believe are likely to have the
greatestimpact on our business at this
momentin time and those that have been
the subject of debate at recent Board or
Audit Committee meetings.

To achieve a holistic view of the risks facing
our business, both now and in the future,
we consider those that are:

- Externalto our business;

— Core to our day-to-day operation;

- Related tobusiness change activity;and
- Those that could emerge in the future.

The risk radar’ below maps our principal
risks against these categories. This toolis
also used to facilitate wider Executive and
Board level discussions onrisk.

s 9 Food competition
9 CMmargin
e Information security

m NET RISKLEVEL AFTERMITIGATION

9 Food safety andintegrity

RISK RADAR
CORE EXTERNAL EMERGING
EXTERNAL AREAS
GG RISK 28
(N (10] (5)
G G STABLE/KNOWN CHANGING /NEW
OSSO S >
v N ®
(N] N o o 11} o
v (8)
CORE BUSINESS
OPERATIONS INTERNAL CHANGE
m KEY
o CM customer e ITchange @ Staff retention
MAJOR CRITICAL engagement o M&S.combusiness m Programmeand

resilience workstream management

e International expansion @ CM supply chainand
9 Our people

logistics network
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PRINCIPAL RISKS AND UNCERTAINTIES

MITIGATING ACTIVITIES

Our updated values of Inspiration, Innovation, Integrity and In Touch influence how we do business and our reputation for being

one of the UK’s most trusted brands

GM CUSTOMER
ENGAGEMENT

FOOD SAFETY

AND INTEGRITY

FOOD

COMPETITION

As we strengthen our brand
recognition and reassert our
CM quality and style credentials,

itis important that we understand
and address our customers' needs in
an increasingly competitive market.

- Regular engagement with
customers through data
gathered by our Customer
Insight Unit and focus groups.

— Updated brand positioning and
marketing approach with greater
emphasis on product.

- Continued focus on product
quality and style, including
adherence to our Clothing
Quiality Charter.

>

>

Continual updates to the
M&S.com website to enhance
the online customer shopping
experience.

Ongoing improvements to store
environment, addressing specific
customer feedback.

— Targeted marketing and

As a leading retailer of fine quality
fresh food, it is of paramount
importance that we manage the
safety and integrity of our products
and supply chain, especially as we
grow our global food business

and given the heightened risk

of fraudulent behaviour in the
supply chain.

— Dedicated team responsible for
ensuring that all products are
safe for consumption through
rigorous controls and processes.

— Continuous focus on product
quality.

— Proactive horizon scanning,
including focus on fraud and
adulteration.

With the current upheavalamongst
the supermarkets and the
polarisation between value and
premium, it isimportant that we
continue to provide a point of
difference through product quality,
value and innovation, as well as
convenience.

- Significant focus on product
innovation to retain point
of difference and drive
customer loyalty.

- Continued focus on product
availability to customers.

>

>

promotional activity using
customer loyalty data.

Food Standards Agency
endorsed approach to reducing
campylobacter.

Updated supplier and depot
auditing programme.

Regular review of price
positioning.

Simply Food expansion to provide
convenience to customers.

DAY-TO-DAY OPERATION

We are a customer-centric business and strive to deliver an efficient and effective operation

GM MARGIN

INFORMATION

SECURITY

IT CHANGE

As we drive increased CM margin
through improved design and
sourcing capability it is essential that
we maintain our ethical sourcing
standards and continue to drive
improvements to product quality.

— Margin targets defined and
regularly monitored.

— Robust and established supplier
ethical audit programme in place.

>

The business is subject to external
threats from hackers or viruses, or
sensitive data is accessed without
authorisation.

- Extensive security controls
in place including policies,
procedures and security
technologies.

As we undertake a number of
significant change programmes,
the rate and scale of IT change is
substantial, with potential to
significantly impact our complex
and interdependent systems.

— Clear decision-making process
for system changes, including
established Change Approval
Board process and change
freezes during critical
trading periods.

>

>

>

Strong sourcing capability
led by experienced overseas
Sourcing Directors.

End-to-end review of CM design,
trading and sourcing underway.

Tight control of sensitive data
through limited and monitored
access and the roll-out of
systems possessing enhanced
security.

Established team dedicated to
managing security requirements
for M&S.com.

Proactive management of cross-
programme dependencies
including ‘release management’
approach to Group system
changes together.

Robust disaster recovery

plans in place for critical
business applications.
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FIND OUT MORE

@ Read our Audit Committee Report on p46-50

RISK

€ Read Risk in action on p44

DESCRIPTION

SELLING CHANNELS

We have ambitious plans for our UK, International and multi-channel businesses as part of our evolution to be a truly
international, multi-channel retailer

M&S.COM BUSINESS
RESILIENCE

INTERNATIONAL

EXPANSION

As our online traffic grows and our
network infrastructure and operating
model evolve, it is increasingly
important to ensure that the
M&S.com business and key
dependencies are resilient.

As we continue to increase our
international presence and build

a leadership position in priority
markets it is crucial that we maximise
performance in both legacy and

new markets, supported by robust
systems and supply chain capability.

Itis also critical that we have systems

in place to ensure that we can respond
proactively to any geo-political issues,

and to local regulatory matters,
including taxation.

— Dual site M&S.com command
centre operates 24/7 to
monitor website availability
and performance.

—~ Social media monitored to
observe and respond to trends
in customer experience.

— Geographic spread mitigates

against localised geo-political
or economic risks.

— Local market knowledge
provided by franchise and
joint venture partnerships.

- Performance monitoring by
region, country and store,
including focus on like-for-like

performance and action planning

for poor performing stores.

- Business continuity plans,

incident reporting and
management procedures are
well established and tested, with
regular monitoring including
quarterly Business Continuity
Committee meetings.

— Property Board approval of new
store openings and monitoring
of returns oninvestment.

— International representation in
key Croup initiatives.

PEOPLE AND CHANGE

Our people are fundamental to the long-term success and growth of this business

OUR PEOPLE

STAFF RETENTION

PROGRAMME AND
of major programmes to underpin the

WORKSTREAM
MANAGEMENT

GM SUPPLY CHAIN

AND LOGISTICS
NETWORK

As our evolution to a truly
international, multi-channel retailer
continues, it is essential that our
organisational set-up allows us to
respond to market changes and
competition with pace.

From our expert food technologists
and product developers to our
recently strengthened CM design
teams, our people are in demand
from our competitors.

We continue to undertake a number

achievement of our plan; the delivery

of forecasted benefits is critical to this.

As we stabilise and leverage the
capability of our Castle Donington
distribution centre, we must continue
to focus on the implementation of
our single-tier network, to provide a
modern and flexible infrastructure
for our business.

— Robust employee engagement

process.

- Alignment of employee
development programmes
with business strategy.

—> Succession planning in place
for key roles and senior leaders.

- Performance management
process and bonus scheme
structure focused on rewarding
high performers.

— Our Strategic Programme Office

provides central governance
for major Croup initiatives,
including cross-programme
inter-dependencies, supported
by robust project management
discipline.

- Ongoing simplification and

stabilisation of Castle Donington
distribution centre ahead of
peak 2015.

— Phased approach to distribution
centre transformation.

— Fast decision-making enabled

through the removal of
structural complexity.

- Employee reward based on
performance in line with our
values of Inspiration, Innovation,
Integrity and In Touch.

- Status and benefits realisation
updates provided to the
Executive Board.

~ Proactive management of
programme portfolio and
associated benefits in the context
of current market conditions and
the Group’s three-year plan.

-~ Robust programme
governance in place, including
interdependencies with other
Croup initiatives.

- Management team strengthened
through external hires into
key roles.

— Ongoing review of progress
against agreed operational
and financial objectives.

Notes: The Group Risk Profile will evolve as mitigating activities reduce net risk over time, or as new risks emerge. Two new risks have been added to the Group Risk Profile since the prior
year (Food competition and Staff retention); the remaining risks have essentially remained the same. No risks have been removed from the Group Risk Profile since the prior year.

The risks listed do not comprise all those associated with Marks & Spencer and the numerical referencing does not denote an order of priority. Additional risks and uncertainties not
presently known to management, or currently deemed to be less material, may also have an adverse effect on the business. Further information on the financial risks we face and how
they are managed is provided on pages 113 to 116.

w
(Y]
z
<
=
3
o
w
3
w
o
o
=]
(o]




26
MARKS AND SPENCER GROUP PLC
DIRECTORS’ REPORT

OPERATING PERFORMANCE

-O0D

STEVE ROWE EXECUTIVE DIRECTOR, FOOD

UK FOOD REVENUE

+3.4%

PERFORMANCE OVERVIEW (s )
Following another very strong yearin Food,
we have now seen 22 consecutive quarters
of like-for-like sales growth. Our mantra has
been to become ‘more relevant, more often’
for our customers. We have achieved this
through our constantly evolving ranges, our
quality and our innovation. We continue to
excite people with our products, whether
they are doing the weekly shop, buying for
tonight or picking up a treat for a loved one.
At M&S we have a Food business that is
ambitious in nature, adventurous in scope
and growing in size, highlighted by us
outperforming the market by 3.5%.

QUALITY AND PRICE
Ourindustry-beating growth springs from
our focus on the provenance, taste and
excitement of the food on our shelves. We
have maintained a competitive stance on
price.For example, this year we refused to
match the industry in cutting the price of
milk. The reasonis simple: our milkis better
than our competitors. At M&S we will not
compromise on either our quality or

our relationships with our farmers. We
independently taste test all our food and
upgrade or eliminate any product that does
not exceed ourrivals equivalent. We know
that customers like this stance. As a result,
we are growing our market share.

MARKET SHARE'

+0.1%

INSPIRATION
This year we introduced 1,700 new products,
equivalent to over a quarter of our entire
range. Our teams of technologists, chefs
and nutritionists searched the world for
interesting new foodideas. Thanks to the
longstanding bond of trust between us

and our customers, we can be counted on
to source the most exotic and authentic
flavours. Popular new lines included our
Taste range of cuisine from Thailand, Mexico,
Vietnam and Japan. Whether customers
wanted a pho orataco,a gyoza ora pad thai,
we had it covered. We also launched our
39-strong Frozen Meals range, which firmly
destroyed the notion that ready meals are
limited to lasagne and cottage pie, with

new dishes including Slow Cooked Chicken
and Chorizo Stew and Pulled Pork with
Potato and Kale Hash. The convenient dishes
showed customers that a busy lifestyle
shouldn’t be animpediment to a delicious
meal. We continued to perform particularly
well on special occasions, from Valentine’s
Day to Christmas. Our Collection range of
giftingand chocolate treats saw sales rise by
27% over the festive period.

STORES (s ]
Our store opening programme continued at
pace. This year we opened 62 Simply Food
storesin the UKand ten overseas. We also
upped the opening target setin 2013/14 of
200 new stores by 2016/17 to 250. The Simply
Food format plays into evolving shopping
habits. People are shopping more regularly

Our mission in Food is simple: inspire
our customers with high quality, great value
products in stores full of new ideas.

NUMBER OF NEW LINES

and more locally, meaning that our
convenience format is one of our key
differentiating factors. In terms of our
in-store environments, we updated the look
and feel of our stores, introduced chefs and
increased the roll-out of Deli counters,
adding theatre to the shopping trip.

SUPPLY CHAIN AND INTEGRITY

We continued our programme to rebase our
supply chain. By streamlining our processes,
optimising volumes and consolidating
factories we have generated efficiencies
and savings. We have reinvested this money
in price and quality,and also shared it with
suppliers to help them create further
efficiencies, thus establishing a virtuous
circle.Nothingis more important to us

than food safety and we have led the way

in reducing campylobacterin our poultry,

a stance which has been endorsed by the
Food Standards Agency.

SUPPORTING OUR COMMUNITIES

Food waste s a key concern for our
customers. Our priority is to reduce food
waste whilst ensuring that, where there is
food surplus, we put it to the best possible
use by working with redistribution partners
like FareShare and Community Shop.

The first social supermarket inthe UK,
Community Shop, gives shoppers on the
cusp of food poverty access to surplus
products that would otherwise have been
wasted. We believe supporting communities
in this way is the right thing to do.

1. Ourrelaunched ‘Adventuresin..
brand marketing campaign
pioneered new camera techniques
and won us araft of awards.

2. Our Dine Indeals continued to grow
in popularity. Over the Valentine’s
weekend, 830,000 couples enjoyed
our menu.

3. As the market-leader in healthy
meals, our share of the market is
44% and we sold 40 million meals

Note 1InJanuary 2015 Kantar Worldpanel changed its methodology for recording M&S variable weight barcodes and as a result historical market share data was
reprocessed and adjusted. The market share data usedin this report is based on these updated figures. This datais not comparable to any published before January 2015,

from our healthy ranges.
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CENERAL MERCHANDISE

margin growth.

We have improved the quality and style
of our ranges and delivered strong gross

JOHN DIXON EXECUTIVE DIRECTOR, GENERAL MERCHANDISE

UK GM WOMENSWEAR LINGERIE MENSWEAR KIDSWEAR
REVENUE MARKET SHARE' MARKET SHARE' MARKET SHARE' MARKET SHARE'
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/ ¥
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PERFORMANCE OVERVIEW 9 source fabric and raw materials more INSPIRING OUR CUSTOMERS

Two of M&S’s key priorities for 201 a1 5 were
toincrease our GM gross margin and to
improve CM performance. We achieved the
former, witha 190bpsincrease —one of the
largest marginimprovements ever seenin
one year at M&S. Therise was largely due

to better buying and sourcing, resultingin
anoverallincrease in profitability for our
CM business. We also focused on further
improving our clothing ranges, which

were well received by customers and the
fashion press, most notably Womenswear.
This was underlined by our fourth quarter
performance —we ended the year in growth
onatotaland like-for-like sales basis, giving
us positive momentum to take into the new
financial year.

MARGIN AND SALES 9

Despitea h|ghLy promot|onaL marketptace
we remained focused on full price sales and
we reduced the number of price promotions
this year. This approach also contributed to
our substantial gross margin improvement.
However, whilst we remain the UK's clothing
leader, our focus on margin growth and full
price sales has impacted our discounted
market share, contributing to a slight
reductionin our overall market share.

\We also changed the way we buy our
merchandise. We now design 35% of our
products in-house compared to 20% last
year,and we are making good progress
against our long-term target of 60% by
2016/17.We continue to use our scale to

effectively whilst ensuring we uphold our
quality credentials — perceptions of quality
were up 6%.

Sales for the year as a whole were
disappointing. The UK retail sector was
impacted by the third warmest autumn
onrecordand we were disproportionately
affected due to our high market sharesin
winter categories such as knitwear and
coats. We also faced disruption to deliveries
due to the unsatisfactory performance of
our online distribution centre over the peak
Christmas period. At the start of the year, we
said that our CM sales would be negatively
impacted by the settling in period of our
new website. Since then, good progress has
been made -M&S.com sales were backin
growthinthe fourth quarter.

OUR PRODUCTS

Overwhelmingly positive press coverage
gave customers confidence toturntous
for ourinterpretation of the key trends.
Customers’ feedback was equally
encouraging; they were excited to see
more confident, bolder collections.

We continue to improve the style of our
ranges —customer perceptions of style were
up 4%. We listened to customer feedback
and brought greater consistency to the

fit of our garments across all product
categories and brands. Overall, customer
complaints fellby 34% over the year as
customers noticed the improvements to
our Womenswear.

to our stores to make them easier and more
inspiring places to shop. We presented outfit
ideas to customers in smarter ways through
better use of mannequins and picturesin
our stores. We introduced a new Menswear
layout with simplified displays and strong
images emphasising our style and quality.
We extended our Womenswear Limited
Edition brand to all stores and our popular
Rosie for Autograph lingerie and sleepwear
ranges to more stores, giving our customers
more choice no matter where they shop.

WORKING EFFICIENTLY AND
WITH INTEGRITY

toimprove our supply chain. We have
successfully rolled out the first new system
toimprove the replenishment of our
products and availability. Along with the
ongoingimprovements we are making to
how we design, source and buy, further
planning system changes willbe made in
the coming year.

Responsible supply chain management
is a key part of ensuring we offer customers
the high-quality products they expect
from us. We believe that great quality starts
with good factory and supply chain ethics,
and we continue to work closely with
our suppliers to ensure these rigorous
standards continue to be upheld.

We have made anumber of |m|orovements

Much has been going on beh\nd the scenes .

Note 1 We continuously work with Kantar to ensure an accurate representation of our business as wellas our sales performance. This has resultedin the

| WORLD’'S MOST ™

oETHICAL
& COMPANIES®

WWW.ETHISPHERE.COM
3.

1. Inresponse to customer demand, we opened a
registration list for our Autograph Suede Skirt
heroed by the fashion press as a key item for this
summer’s 1970s trend - thousands of customers
joined the list.

2. We launched David Gandy for Autograph, a
luxurious range of sleepwear and underwear —
we sold over 450,000 items.

3.0 Wewere pleasedtobeincluded on
Ethisphere’s World's Most Ethical Companies list.

recalibration of historical market share data to provide a more accurate representation. This data is not comparable to any published before November 2014.
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CHANNELS

We aim to deliver a consistent, convenient
and inspirational experience for our customers
whichever way they choose to shop with us.

LAURA WADE-GERY EXECUTIVE DIRECTOR, MULTI-CHANNEL

TOTAL UK
STORES

FULL LINE
STORES

PERFORMANCE OVERVIEW

To ensure that we have one view of the M&S
customer, we brought our UK Retailand
M&S.com channels together under single
nmanagement this year. The change reflects
our need to deliver a consistent and
convenient experience for our customers
however they shop with us, whetherit'sona
computer,atablet,a mobile phone orinone
of our 852 UK stores. It has been a pivotal
yearinterms of our infrastructure. Whilst we
faced some difficulties during the bedding in
period, our investment in M&S.com and our
distribution centre at Castle Donington are
theright thing for our businessin the long
term.We are now fit for the futureandin
control of our multi-channelambitions.

STORES

We focused our space growth on the Simply
Food format, opening 62 new stores, which
increased customer access —an additional

1.2 million people are now within ten minutes
drive of a Simply Food. Although our strategy
istoadd nonet new CM space to our store
estate after 2015/16, we continue to review our
portfolio to ensure that our storesareinthe
most convenient locations. We opened two
fullline stores at Monks Cross in Yorkand
Wolstanton near Stoke-on-Trent.

Within our stores we concentrated on
creatingan environment that projects our
products’style andinnovation credentials.
Cuidance was a central theme. Using the
M&S Way principles, we merchandised our
collectionsin more cohesive and colour

coordinated ways to show customers how
they might wear the latest styles. We
upgraded the environment in many of our
stores,including new Menswear departments
inour top 70 stores, with elements of the
new scheme rolled out to a further 48,and
refreshed Womenswear departmentsin
44 stores. Stronger visual merchandising in
Food helped customers to discover new
flavours. We have started theroll out of our
new Food Hall concept, which adds theatre
and adventure to the shopping trip.

Knowledgeable employees are our bedrock,
and this year our training initiatives continued
toensure that customers hadan easy and
enjoyable shopping experience. Our
colleagues know that our unyielding focus on
Presentation, Availability, Cross-sellingand
service,and Knowledge —our PACK priorities —
is what separates us from the competition.

M&S.COM

Following our move from the Amazon web
platform, this was the first full year in which we
had controlof our website. Whilst it proved to
be technically resilient, the new site presented
abigger change for our customers than we
anticipated and sales were affected. We
worked hard to address thisand made a
number of updates to improve the shopping
experience. Our customers liked the
enhanced functionality and cleaner look of
the site, which we continually fine-tune to
make as intuitive as possible. M&S.com sales
returnedto growthinthe fourth quarterand
we saw gradualimprovement across allkey
metrics: over the year traffic grew by 10.9%,

M&S SIMPLY FOOD
FRANCHISE

OWNED

customer satisfaction rose by 18% and
conversion rates improved as customers got
more familiar with the new site layout. Some
7 million shoppers have now registered on
the site, surpassing the number on our former
Amazon-run site. Customers enjoy the site’s
strong editorial point of view —we know they
are more likely to buy if they see supportive
editorialalongside a garment they like.On
average, conversion was 20% higher on
products that were featured as Editor’s Picks.

Our performance was impacted by
operational challenges at our Castle
Donington distribution centre over the peak
Christmas period. Highly automated sites like
this often need refinement during their first
period of sustained demandand we have
made progressinaddressing the issues. We
have learned from this,made improvements
toour systems,and strengthened our
management team who continue to closely
monitor its performance. We are confidentin
ourlong-term ability to serve our customers
better. Customers saw improvements in our
delivery propositionas the year progressed,
with the introduction of a 10pm cut-off for
paid next day home deliveryanda 5pm
cut-off for free next day store collection.
Since it opened, Castle Donington has
handled over 85 million products.

@ Our website and distribution centre are
powerfulengines for growth. Following
ourinvestmentinthem, we now have a big
opportunity to drive online sales growth,
increase our online profitability and set
M&S up for years to come.

N

1. The number of visits to our
website via mobile phones
rose from 7 millionin 2012,
to 80 millionin2015.

Weinstalled the UK’s
largest single roof-mounted
solar panelarray on our
distribution centre —it will
generate over 5000 MWh
of electricity per year,

equivalent tothe energy
needed to power 1,190
houses.

3.7 OurNewcastle store was
our first fullline store to be
givenafull Plan A ecorefit,
and featuresa 167sq metre
greenwallirrigated with
rainwater.
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INTERNATIONAL

on our priority markets.

This year, we accelerated the roll-out of our
Food stores overseas and continued to focus

PATRICK BOUSQUET-CHAVANNE EXECUTIVE DIRECTOR, MARKETING & INTERNATIONAL

INTERNATIONAL
REVENUE

From Paris to Prague and from Cairo to
Kolkata, M&Sis seenasatrustedand
progressive brand with a strong sense of
British identity. We now trade from 480 stores
and online in 59 territories across the world.
\We accelerated the roll-out of our Food stores
overseas and continued to focus on our
priority markets, delivering some strong
performance inkey owned markets suchas
Indiaand Hong Kong. Following the action
we took torestructure our businessinthe
Republic of Ireland and the Czech Republic,
we were pleased to see improvementsin
profitability inboth markets.

However, sales in our International business
fellby 2.1% ona constant currency basis. The
profitability of our franchise business was
impacted by a geopolitically turbulent year
inanumber of our franchise territories. This
particularly affected performancein Russia,
Ukraine and Turkey, where our franchise
partnerwasimpacted by politicalinstability
and local currency fluctuations which resulted
inlower shipments. Elsewhere in the Middle
East region, the macroeconomic situation
has impacted consumer demand and our
franchise partners have adaptedtothe
challenging environment by managing their
businesses prudently and ordering less stock.

Areview of our international store estate,
coupled with the adverse euro exchange rates
and tough consumer environment, resulted
inwritedowns of £37.2m relating to certain
underperforming stores in Western Europe,
Irelandand China.

INTERNATIONAL
STORES

+25 NET NEW STORES

However, with a strong International
nmanagement team and proven overseas
partners, we remain committed to the longer-
term opportunity which we firmly believe
exists within our international markets.

OUR PRIORITY MARKETS

We are growingin scale and relevance in our

two key markets of Indiaand China.In India
we opened 12 stores and our store opening
planis ontrack.Sustainable economic
development,aburgeoning middle class,
andaninstinctive understanding of the
M&S brand make India a fertile market for
continued expansion.In Creater China, we
openeda store in Macauand announced
our intention to open flagships in Beijing
and Guangzhou from next year,and we will
continue toinvest in our existing flagship
store portfolio. However, following the
completion of areview, we are closing five of
our smaller storesin the Shanghairegion as
we refocus our emphasis on stores inthe
more affluent areas. We are also seeing
significant online growth in China on our
site onthe Tmall.com marketplace - sales
increased by 200% on last year. We launched
anew dedicated Kidswear store on Tmallcom
anda new clothing store on JD.com.The
success of our online expansion further
strengthens our continued commitment

to China.

INTERNATIONAL FOOD GROWTH

We have seen tremendous success fromthe

roll-out of our Food stores overseas. Around
the world, grocers are moving closer to the

consumer and we are tapping into that trend.
\We opened six stores in Paris and four in Hong
Kong over the year, taking the total number
of international Food stores to 31. Overall
sales per square foot are inline with our best
performing Simply Food stores inthe UK. Our
recipe for successis the sameasinourhome
market: we sell good value, delicious food
from convenient locations.

NEW OPENINGS

InMay 2015, we re-entered Brussels with a
new 54,000 square foot store at Toison d'Or
andin November we will open a second store
in Macauat The Venetian Mall. We have an
exciting pipeline of openings in the Middle
East. InFebruary we opened our largest
international store in Kuwait. The Viewis a
72,000 square foot flagship thatis operated
by our longstanding franchise partner
Al-Futtaim Croup. The store contains our
largest Clothing, Food, Home and Beauty
offerinthe region and houses a 60-seat café.

GLOBAL LANDSCAPE

The last year has been volatile econorﬁ‘ica lly

and politically ina number of our territories.
However, there are two ways that our
International strategy mitigates any risk
stemming from events beyond our control.
Firstly, our geographical diversification means
that we are not too exposedtoany one
country.Secondly, the growing role of Food
internationally means that we effectively
have two businesses overseas, givingus a
broader—and more stable —international
footprint.

MARKS &
SPENCER

LONDON

1. The in-store bakery in our branchin La Défense,
Paris, takes more money than any other bakeryin
our entire estate.

2. We now have five standalone Lingerie & Beauty
stores in the Middle East and India.

3.0 Wearerolling out the Marks & Spencer
Clothes Exchange, known as Shwopping in the
UK, to our international markets following a
successfultrialin our Czech Republicand Hong
Kong stores, which saw 35,000 items donated.
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OUR BRAND

We reinforced our strengths as a trusted and unique
British lifestyle brand with a new approach that told the
many stories that make our products different.

PATRICK BOUSQUET-CHAVANNE EXECUTIVE DIRECTOR, MARKETING &INTERNATIONAL

PERFORMANCE OVERVIEW

One brand, multiple stories. That was our
mission this year: to speakin unison across
the CM and Food sides of our business,
across communication channels,and across
geographies. By uniting all narratives under
the ‘Only M&S umbrella, we reinforced our
strengths as a trusted and unique British
lifestyle brand.

We raised the bar with our advertising,
gaining strong brand recognition for our
renewed focus on product. In Food, we
showed that we are at the forefront of
discovery and creativity. We remained
focused onour core strength as a speciality
retailer —innovation. In Clothing, we
demonstrated that our ranges are fresh,
stylishand in sync with the current trends.

A FRESH APPROACH

Ournew logo-M&S Est. 1884 —was
designed to show our brand heritageina
contemporary and relevant way. Through
the logo, we are expressing our roots but
also showing that we are a modern brand
that has inspired the British high street

for generations. With 131 years of trading
under our belts, our heritage is a great
differentiator and we are rightly proud of it.
We revamped all our publications to reflect
this new look, from our Home catalogue

to our Food to Order catalogue,and we
launched Womenswear and Menswear Style
Cuides for the first time. The new brand

handwriting extended to M&S.comand
its daily publications hub, Style & Living.
As amodernretailer, we must provide an
inspiring digital or printed expression of
who we are on every platform.

THE CONNECTED CONSUMER

Our Christmas marketing campaign -The
Two Fairies —was a great example of how all
our channels can come together to tella
holisticand believable story. The campaign
followed two fairies as they spread
Christras magic and sparkle across the
land. It started secretly and quickly went
viralas we covertly carried out randomacts
of kindness in schools, hospitals and stores.
Our @TheTwoFairies Twitter tag amassed
30,000 followers before we revealed that
M&S was behind it. The TV ad that followed -
an escapist fantasy that continued the
random acts of kindness theme —achieved
recognition of 68%. Customers liked the
warmth and wit of M&S’s first truly social
campaign.

Today, all our communications start with
acore idea that gets expressedacross all
the consumer touchpoints: stores, online,
mobile, social media, print media, billboards
and TV. Our award-winning Adventures in’
Food TV ads harnessed online videos to
get their message across. Today, a fifth of
our media budget goes on social media,
four times more than three years ago. This
approachreflects how people live today
and how they expect to engage with M&S.

SEASONAL AND FOCUSED

After last year’s Leading Ladies campaign
re-established M&S’s style credentials, our
approach to marketing this year has been
more product focused and richer in digital
video content. We sought to emphasise our
leadership inauthoritative categories such
as knitwear, occasionwear and cashmere.
In Food, our January marketing focused
on our health ranges while our ‘Adventures
in Imagination’ campaign highlighted the
expertise, creativity and passion behind
our food ranges from around the world.
Customers will see even more of this
storytelling next year as our marketing
becomes more personalised.

STAYING RELEVANT

We may have a broad church of customers
around the world, but by harnessing
technology and leveraging the power of
our Customer Insight Unit, we can talk
toall 33 million of our customersinamore
personalised way. Thereis always arisk
that brands will lose their relevancy, but
by engaging with our customers and
adapting to their needs, we will remain
pertinent to their everyday lives.

1. The combined size of our social media audience
through platforms such as Facebook, Twitter,
Instagram and Pinterest is 2,606,000, up 22% on
the previous year.

2. M&S was one of the official sponsors of London
Fashion Weekend. The partnership demonstrated
our fashion credentials.

3. The ‘Cook with M&S’ app we launched this year
saw 250,000 people sign upin just four months
and was featured as the #1 Food &Drinkappin
the Apple App Store.
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PEOPLE

Our people continue to be the most important part
of our company - they drive the high performance culture
that is vital for our future success and embrace the values

that make M&S different.

AVERAGE NUMBER
OF EMPLOYEES

OVERVIE

Thisyearwe madea nu;ﬁber ol;changés to
the way we do things to ensure that M&Sis a
collaborative and innovative place to work.

FIT FOR THE FUTURE |

From the boardroom to the salesfloor,
every one of our 83,000 employees hasa
direct stake in our future. So this year we
undertooka Company-wide employee
engagement programme. ‘Fit for the Future’
was designed to ensure that we are in the
best shape to face the challenges and
opportunities of a fast-changing retail
landscape with an environment and

culture that encourages innovation.

As aresult of the programme, we improved
organisational efficiency and simplified
our decision-making processes. We also
introduced a raft of measures to encourage
entrepreneurialistnand a more digital
mindset. Taken together, these initiatives
spread a sense of ownership throughout
M&S. Our people are now equipped to
challenge behaviour that slows us down
and champion ideas that willinspire

our customers.

THE POWER OF 92

Aninformed workforce is a motivated
workforce. Last summer we directly
engaged with the greatest influencers on
our store staff: our 3,500 Section Managers.
These people manage 92% of our salesfloor
colleagues,and our ‘The Power of 92’
engagement programme saw us hold

TRAINING AND
DEVELOPMENT DAYS

PER CUSTOMER ASSISTANT

one-day eventsinlocations across the UK
including Wembley Stadium. The events were
designedtoinspire these front line managers
and better inform them about why M&S takes
the decisions it does. After all, their leadership
directly impacts our customers’ experiences
of M&S.

ENGAGEMENT AND EFFICIENCY

Considerable internal change meant that
our ‘Your Say’ survey showed a slight fallin
employee engagement levels this year.
However we were pleased it remained high
at 77%.Our Your Manager’ score rose by 4%
to 83%,demonstrating the commmitment
of ourmanagersindrivinga high
performance culture.

We implemented numerous new operational
systems over the year. Our Resource
Planning System increased our effectiveness
when it came to establishing colleagues’
work patterns. And our centralised payroll,
time and attendance system, which has now
beenin place overa year, won Personnel
Today’s Managing Change Award, one of the
numerous accolades we received this year.

TALENT AND TRAINING

M&Sis a very different business to the one
it was five years ago. In that time we have
upskilled our teams inareas such as digital,
international, logistics and designto ensure
we have the right capabilities to compete.
Training remains key. Our new Customer
Assistant Induction programme replaceda
workshop-heavy induction process witha

largely salesfloor-driven one. In the third
quarteralone, 15,000 colleagues took partin
the new programme. This resulted in our new
starters becoming operationally effective
40% faster than previously. Technology is
agreat enabler when it comes to training.
Around 6,000 employees completed our
app-based The M&S Way training module
about in-store presentation.
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Marks &Start employability scheme. Along
with our Make Your Mark youth scheme, we
have helped over 13,600 people who face
significant barriers to employment take
their first steps into the job market. We plan
to provide opportunities to another 4,400
people by 2016.

We have a duty of care for people all through
our supply chain. We surveyed over 100,000
workers via text message in countries
including China, India and Bangladesh.

Their feedback onissues such as workplace
health and safety helped us to align our
strategies with their needs.

stores by January 2016.

1. We introduced a new uniform 3.
design for our store colleagues this
year, which reflects the modern
look andfeel of the new M&S
branding. Itis already in our top 70
storesandis being rolled out toall

2. 2,000 of our International staff took
partin Beyond the Barcode,an

Since 2010, we've provided
training to over 652,000 workers
in our GM supply chain,improving
knowledge and skills inareas like
health and nutrition, financial
management, sanitation, childcare,
educationand community
leadership.

app-based training module about
our in-store service standards.
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CHAIRMAN'S
COVERNANCE OVERVIEW

ROBERT SWANNELL CHAIRMAN

= We have built a team with the skills and experience to support
\ our strategy. In this section we look at their roles and their

i‘ ' performance, and outline their independence, their effectiveness,
' ongoing professional development and succession.

OVERVIE

As I mentioned earlier in this report, this
has been another year of mixed progress
for the Company. Our Food business
delivered another very strong yearin a
difficult market. In Food we continue to
pursue a clear strategy with a distinct and
differentiated position, remaining true to
our values and with a well articulated plan
for future growth.

\We are encouraged by the improved
performance across the business in the
final quarter 2014/15, particularly in CM
and M&S.com. However, our full year
performance was constrained by a number
of issues associated with the necessary
and significant transformation of our
infrastructure, implemented in the last
few years, and macroeconomic and
performance issues impacting delivery in
a number of key international markets.

The launch of our new website and our
distribution centre at Castle Donington
represented the completion of two
significant investments, essential for the
long-term growth of our business. This has
been a key area of focus for the Board over
the last two years. Yet, and despite rigorous
planning and mitigation of potential risks,
both experienced initial execution issues
beyond those that we expected. We believe
these issues are now resolved, or that plans
are in place to resolve them, and both
projects continue to be areas of focus

for the Board.

This year we have sought to provide insight
into the scope of the Board's activities,

discussions and resulting actions. These are
provided on pages 38 and 39 of this report.

As a Board we have taken away a number
of learnings, particularly about our
management of and approach to risk.

The Board, supported by the Audit
Committee, spent time discussing risk
appetite across the business as well as

our investment criteria. Whilst defining our
approach to risk appetite remains a work
in progress, we believe this willimprove
the quality of our investment process,

the mitigation of associated risks and will
deliver improved project implementation
going forward. A greater understanding
of risk appetite and its management will
also support our ambition to become a
more agile, innovative and entrepreneurial
organisation, as embodied by ‘Fit for

the Future’and our updated values, which
were discussed earlier in this report.

CULTURE AND VALUES

The scale of investment and tyfansfor}natioh‘.

of the business over the last few years has
necessitated this shift in our culture and
behaviours. It will enable us to respond

to the changing consumer landscape, the
constant evolution in technologies, and
our aim to be a leading international, multi-
channel business. But while we adapt and
move forward, we are clear that staying
true to the M&S tenet of integrity is
non-negotiable.

Integrity underpins all of our Board
discussions, from debate on the
management of our teams, to the safety
and integrity of our food supply chain. It
affects the way we implement the changes
required in our GM supply base to deliver
our ambitious gross margin targets,

while staying true to our high sourcing
standards. It shapes how we operate

in our international markets, and the
management of our property assets.
Integrity has protected the M&S brand and
supported its reputation for over 130 years
and the Board is focused on ensuring it
continues to do so for the long term.

Having Integrity as a value also means
being honest in how we judge our own
performance as a Board and where we can
do things better. We are disappointed not
to have made more progress against our
Board Action Plan this year. We discuss this
performance and our Board evaluation
and Action Plan on page 41 of this report.
We are clear about how we can be more
effective, and what information we need to
monitor and challenge our progress and
ensure proper debate.

I'have highlighted before the importance of
the Board as being critical friends. We have
a strong team and we have had a number of
robust discussions throughout the year on
our execution issues at Castle Donington,
the performance of the website and our
International business, the results of
unsatisfactory audits, our financial
performance and progress against our
targets. We have reflected, and will continue
to debate openly the results of our Board
evaluation and how we ensure we have

the highest quality of debate, coupled

with the right planning, information and
environment to support this. We must do
this to drive our effectiveness as a Board
and to be fit for the future.

FIT FOR THE FUTURE |

The introduction of ‘Fit for the Future’
brings greater focus on high performance,
our teams, development and succession
planning, all of which remain a key part

of our Board and Committee agendas.
Associated detail on the activities of

the Nomination and Remuneration
Committees are provided on pages 42-43
and 52-76 respectively. Our Action Plan
for the 2015/16 year is stretching and sets
out specific objectives to improve our
performance. The plan aims to support
and enable greater debate and reflection,
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The structure of the Annual Report has been
updated this year, providing greater focus to
the key strategic messages within the Strategic
Report, whilst still including the broader
information on later pages for those that find
it interesting.

These changes have been made to promote
clear and concise reporting, focusing the report
on those factors that are most important to
the long-term prospects of the business and
ensuring key messages are clear, concise and
easy to locate.

We have again focused on ensuring this report
is fair, balanced and understandable. It is a
reflection of how we have done business and
how the Board has served its stakeholders.

We believe this practical approach will support
our performance for the long term and should
protect the trust and integrity of our values,
and the M&S brand.

and enhance the quality of our decisions.
Through the Action Plan, we aim to ensure
that our values underpin the mannerin
which we operate as a Board at all times.

UK CORPORATE GOVERNANCE CODE

The key themes of the Code form the
framework for articulating our narrative;
amodel that we have consistently
adopted for a number of years. As such,
our approaches to Leadership and
Effectiveness are outlined on pages 34 to
43, Accountability on page 44 and pages
23 to 25 within the Strategic Report and
pages 44 to 50 in the Directors’ Report,
Engagement and relations with
shareholders on page 51, Remuneration
on pages 52 to 76 and the Covernance

of our Pensions Scheme on page 77.

The required governance and regulatory
assurances are provided throughout this
Directors’ Report. Where information that
would previously have been located within
the Directors’ Report has instead been
incorporated into the Strategic Report,

a list of page references is available within
the ‘Other disclosures’ section on page 78.
As in previous years, we have sought to
provide a genuine understanding of how
governance supports and protects the
M&S business and stakeholders ina
practical way.

Our governance framework is reviewed
and benchmarked against best practice
every year. It sets out the roles,
accountabilities and expectations for
our directors and our structures. This
format has been adopted widely across
the business and can be viewed at
marksandspencer.com/thecompany.

The Governance report provides:
—> A clear and honest review of the year;

— The outcome of our externally
facilitated Board Evaluation;

— Greater disclosure around Board discussions
and associated actions; and

— Information on our progress towards
understanding our risk appetite.

As a Board we regularly discuss and debate:

- Strategy and - The M&S brand
Company - International
performance

— Culture and ~ Supply chain
behaviour - Risk

— Succession planning - Property

— Ecommerce — Plan A 2020

Covernance at M&S is seen as an important
element of our Board environment, which
feeds into how we do business and is
reflected in our Board effectiveness review.
We hope this report demonstrates how our
governance helps us test whether we are
doing the right things in the right way, with
the right safeguards, checks and balances,
and whether the right considerations
underpin every decision we take.

We continue to drive the agenda of
diversity in its broadest sense across
gender, experience, ethnicity and age.
Further insight on this is provided on
page 43 and in our Plan A Report.

MONITORING RISK

The Audit Committee has played a key
role in ensuring that the appropriate
governance and challenge around risk
and assurance is embedded throughout
the business. It is closely monitoring the
management of the problems generated
by M&S.com and Castle Donington.

© Read more on the work of the Audit
Committee on p46-50.

APPOINTMENTS AND SUCCESSION

2014/15 saw significant changes to the
Board. Following the resignation of

Alan Stewart in July 2014 we undertook a
thorough search process resulting in the
appointment of Helen Weir, who joined the
business as Chief Finance Officer on 1 April
2015. Helen brings considerable retail and
finance experience and we are delighted to
welcome her to the Board.

UK CORPORATE GOVERNANCE CODE

The UK Corporate Governance Code 2012 (the
‘Code’) is the standard against which we were
required to measure ourselves in 2014/15.

We are pleased to confirm that we complied
with all of the provisions set out in the Code
for the period under review.

A summary of our governance profile, outlining
our compliance with key areas of the Code, has
been set out on page 5 of the Strategic Report.

To keep this report interesting and engaging
we continue to focus on the key insights from
the business; however, further detail on how
we comply with the Code can be found in our
Corporate Governance Statement, available at
marksandspencer.com/thecompany.

In March 2015, Jan du Plessis retired after
six years on the Board. Jan has been
succeeded in his role of Senior Independent
Director by Vindi Banga, who maintains

his existing role as Chairman of the
Remuneration Committee. Subsequently,
I'have joined the Remuneration Committee
and Miranda Curtis has joined the Audit
Committee.

As aresult of Jan’s retirement, and in
order to provide the necessary balance,
Richard Solomons was appointed to the
Board on 13 April 2015. We had a clear
specification for this appointment and are
delighted that he has joined our Board,
bringing his experience as a serving CEO
with great knowledge of operating an
international, multi-channel consumer
business. Information on the inductions
that both Richard and Helen are
undertaking is provided on page 40.

These appointments bring new challenge
and oversight to the Board. Their skills
and experience build on our existing
talent, standing us in good stead for the
year ahead.

\We are a more capable business following
a sustained period of investment in our
infrastructure and people. As outlined on
page 16, our focus will continue to be on
delivery of our strategy and improvement
in shareholder returns.

ROBERT SWANNELL CHAIRMAN

GOVERNANCE
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EXECUTIVE DIRECTORS
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Robert Swannell Chairman

Marc Bolland Chief Executive

Helen Weir Chief Finance Officer

Appointed: Chairman in January
2011,Non-Executive Directorin
October 2010

Skills, competence and experience:
RobertisaChartered Accountant
and a Barrister. He has extensive
government and regulatory
experience and possesses a wealth
of knowledge of many different
business areas, bankingand the
Cityacquired over a 33-year career
ininvestment banking. He has
significant experience as a director
and chairman across various sectors,
and his leadershipin the area of
governance promotes robust debate
and drives a culture of opennessin
the boardroom.

Other roles: Chairman of the
advisory board of the Shareholder
Executive, Trustee of Kew Foundation,
Advisory Board Member of Sutton
Trust.

Appointed: May 2010

Appointed: April 2015

Skills, competence and experienceg )

Marc has extensive international
experience in growing global
consumer brands,as wellas
significant retail expertise from over
25 yearsintheindustry. He joined
M&S from Morrisons where,as CEO,
he successfully led the development
andimplementation of its long-term
strategy, turning around the business.
Since joining M&S, Marc has led the
store modernisation programme,
improved the positioningand
optimisation of the sub-brands and
driven international expansion.Marc
continues to work with the Board in
developingandimplementing the
business strategy to become an
international, multi-channelretailer.

Other roles: Non-Executive Directof,“

The Coca-Cola Company, Honorary
Vice President of UNICEF UKand
Director of the Consumer Goods
Forum.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Skills, competence and experiencéf i

Helenis an Accountant, with over 20
years experience inthe finance and
retail sectors. She brings substantial
strategic financial experience,and
awealth of significant retailand
consumer experience to the Board.
Helen has strong listed company
experience having been group
finance director, executive director,
and non-executive director onthe
Board of a number of major listed
companies.Helenis a Fellow of the
CharteredInstitute of Management
Accountants and was awarded a CBE
for services to Finance in 2008.

Other roles: Non-Executive Directo'r;"

SABMiller, Trustee of Marie Curie
Cancer Care.

Patrick Bousquet-Chavanne
Executive Director,Marketing &
International

Appointed: July 2013

Skills, competence and experience:
Patrick brings over 25 years of strong
experience inthe consumer goods
industry. His valuable strategic insight
is supported by his experience in
developing and marketing brands
globally,and a broad knowledge of
enhancing business performance
and customer experienceina
multi-channelenvironment. Patrick
playedakeyrolein creatingthe

new marketing strategy for
Womenswear,and continues to lead
the transformation of M&S’s in-store
environment and the publishing
strategy for M&S.com. In addition

to hisresponsibility for Corporate
Strategy and Marketing, Patrick
assumed responsibility for the
International business from July 2014.

Other roles: Non-Executive Director,
Brown-Forman Inc, Non-Executive
Director, Collectively.org.

(AINIR
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Vindi Banga Senior Indepen
Director

Appointed: Senior Independent
Directorin March 2015, Non-
Executive Directorin September 2011

Skills, competence and experience:
Vindihas extensive consumer brand
knowledge and globalbusiness
experience,acquired over 33 years
in senior roles within the consumer
goods industry. Hisin-depth
knowledge of both UKand
internationaltrade andindustry
provides aninvaluable insight into
business and enterprise across the
globe.He has strong experience

as aboard member of other listed
companies,andis the recipient of
the Padma Bhushan, one of India’s
highest civilian honours.

Other roles: Partner at Clayton
Dubilier & Rice, Non-Executive
Director of Thomson Reuters,
Chairman of the Mauser Group,
Chairman of the Confederation of
British Industry’s (CBI) Economic
Crowth Board, Non-Executive
Director of GlaxoSmithKline plc
(from 1 September 2015),and sits
on the Coverning Board of the
Indian School of Business.

Alison Brittain Non-Executive
Director

Miranda Curtis Non-Executive
Director

Martha Lane Fox Non-Executive
Director

Appointed: January 2014

Appointed: February 2012

Appointed: June 2007

Skills, competence and experiencéf )

Alison brings comprehensive
financialand commercial experience
tothe Board, combined with
considerable knowledge of running
customer facing retail branch
networks.She has held a number of
senior positions in the financial sector
particularly inretail,and has valuable
regulatoryinsight. Alison hasan
MBA from Cambridge University’s
Judge Institute.

Skills, competence and experiencéf i

Miranda’s substantial experience

of the international consumer and
technology sectors,and varied
knowledge of globalindustry provide
avaluable contribution to the Board.
During her 20-year career with
Liberty,Miranda led the company’s
investments in digital distribution
and content operations across
Continental Europe and Asia-Pacific,
most notably in Japan.

Other roles: Croup Director of
Lloyds Banking Group’s (LBC) Retail
Division,and Chair of the FCA's
Practitioner Panel. Alison will be
leaving LBGin 2015 and willbecome
CEO of Whitbread plcin the early part
of 2016.

Other roles: Chairman of
Waterstones, Non-Executive Director
of Liberty Global plc, Board Member
of both the Institute for Government
and the Royal Shakespeare Company,
Deputy Chairman of Carsington
Operaand Chair of African girls’
education charity, Camfed.

Skills, competence and experience:
Martha brings significant experience
from the successful operation of
online and customer facing
businesses. Martha co-founded
Europe’s largest traveland leisure
website lastminute.comin 1998,
taking it publicin 2000and sellingitin
2005. She has extensive knowledge
of the online sector,and her valuable
input continues to challenge and
influence the development of our
multi-channelstrategy.In 2013,
Martha was awarded a CBEand
appointeda crossbench peerinthe
House of Lords. She was also the

UK's Digital Champion until 2013.

Other roles: Chancellor of the
Open University, Chair of Go On UK,
MakielLab, Co-founder and Chair of
Lucky Voice, Non-Executive Director
of the Women'’s Prize for Fiction,
Founder of charitable foundation
Antigone and Patron of AbilityNet,
Reprieve, Camfedand Just for

Kids Law.
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FIND OUT MORE

1, ‘J\

John Dixon Executive Director,
GeneralMerchandise
Appointed: September 2009

Skills, competence and experiencéf )

JohnjoinedM&Sin 1986asa
management trainee and has worked
in many areas across the business.
His senior positions have covered
Director of M&S.com, Director of
Home and Executive Assistant to
the CEO untilhisappointment to the
Boardin 2009 as Executive Director
of Food. Johnreturned Food to
growth by focusing on what M&S
does best —meeting our customers’
desire for quality and innovation.

In October 2012 Johnbecame
Executive Director of CM where he

Steve Rowe Executive Director, F:x)(;“
Appointed: October 2012

Skills, competence and experience:
Steve joined M&Sin 1989 and
progressed through a variety of roles
within store management before
moving to head officein 1992.He

has worked in several senior roles
across various areas of the business
including Director of Home, Director
of Retail,and Director of Retailand
E-commerce, before his appointment
as Executive Director of Foodin
October 2012. Under his leadership,
the Food division has continued to
achieve strong growth, broadened
its range of quality and innovative
products,and maintained high

Laura Wade-Gery Executive Du’n(‘t‘:;;.’

Multi-channel
Appointed: July 2011

Skills, competence and experiencéf )

Laura brings considerable retail,
e-commerce and customer
experience, gained from over 15 years
in senior rolesin the retail sector.
Laurahasbeeninstrumentalinthe
improvement and modernisation of
our ecommerce and multi-channel
capabilities, which she continues to
lead.InJuly 2014, Laura’s role was
expanded,adding responsibility

for UK stores to provide greater
oversight anda fully integrated
approach to M&S’s multi-channel
strategy.

BOARD DIVERSITY

The Board Diversity Policy was launched
in 2012 with the intention of ensuring that
diversity,inits broadest sense,remains a
centralfeature of the Board.

The Board continues to take positive
steps towards broadening the diversity
of both the Board and our senior
management. Our Board Diversity
Policy on page 43 sets out ourambitions
with regard to diversity and what this
means for our business, customers and
stakeholders,as wellas the progress

we continue to make against those
ambitions.

The tables and graphics below provide a
visual outline of our Board's diversity in
terms of gender, range of experience and
length of tenure.

GENDER DIVERSITY

O 0O

EXECUTIVE NON-EXECUTIVE ~ GROUP
BOARD

. . . . ©® MALE ® MALE ® MALE
has applied the same focus to the customer satisfaction ratings. Other roles: Non-Executive Director 67% 57% 62%
products we sell, strengthened_ of British Land, Trustee of Royal (] EET’;ALE o ‘F‘EI‘\;ALE o EEE?ALE
the management team, delivering OperaHouse Covent Garden Limited, : ° °
significant gﬂa&g\n |mprovemer;]t and Member of the Government’s Digital
returning the divisionto growthin Q4 Advisory Board. and Trustee of
forthefirsttimeinfouryears. ALdeburygh Musfc. BOARD EXPER'ENCE
GROUP SECRETARY R CONSOMER
FINANCE E-COMMERCE
39% & TECHNOLOGY
46%

INTERNATIONAL EXPERIENCE

Andy Halford Non-Executive
Director

Richard Solomons Non-Executive
Director

Amanda Mellor Croup Secretary

and Head of Corporate Governance

Appointed: January 2013

Appointed: April 2015

Appointed: July 2009

Skills, competence and experiencéf )

A Chartered Accountant, Andy

has a strong finance background

and significant recentandrelevant
financial experience gained from CFO
positionsin global listed companies.
His detailed knowledge of the UK
andinternational consumer market
provides the Board with valuable
strategicinsight. Andy isa member
of the Business Forum on Taxand
Competitiveness anda Fellow of the
Institute of Chartered Accountantsin
Englandand Wales.

Other roles: Croup Finance Directorw

of Standard Chartered plc.

Skills, competence and experience:
Richard brings strong commercial,
financial, consumer, branding and
globalexperience to the Board.

His broad international retailand
consumer experience,and his
roleasa CEO of aninternational
business, provides valuable insight
tothe Board. During his career at
InterContinental Hotels Group (IHGC),
Richard was integralin shapingand
implementing IHC’s asset-light
strategy, whichhas helpedthe
business grow significantly since

it was formedin 2003, as wellas
supporting the return of $10.4 billion
to shareholders.

Other roles: CEO of IHG, Covernor of
the Aviation Travel Industry Group of
the World Economic Forum, Member
of both the Executive Committee of
the World Traveland Tourism Council
and of the Industry Real Estate
Financing Advisory Council.

Other roles: Non-Executive Director

of Kier Group plc.

SOQ0EOSOEOP

NON-EXECUTIVE TENURE

® 0-1 YEAR 14%
(1 DIRECTOR)
@ 1-3 YEARS 29%

(2 DIRECTORS)
@ 3-6 YEARS 43%

(3 DIRECTORS)
@ 6-9 YEARS 14%

(1 DIRECTOR)

KEY TO COMMITTEES

@ Nomination

O Audit

(@ Remuneration
@& Committee Chair

Full details of each director are
available on
marksandspencer.com/thecompany

GOVERNANCE
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BOARD OVERVIEW

This section looks at our Board members,
the role of the Board, its performance and
its oversight. We provide an overview of

the induction programme undertaken by
our two newly appointed directors,
highlighting the differences between
inductions for non-executive and executive
directors respectively. We also outline how
our Board contingency plan was tested
during the year.

\We provide further transparency on activities
and discussions undertaken during the year by
sharing some of the actions arising from the
discussions and the progress against them.

We also provide insight relating to director:

- Independence Maintaining the right
balance of independence on the Board;

- Effectiveness The review this year
was externally facilitated. We update
on the output and the action plan
for the year ahead on page 41;and

- Ongoing development Business
training, engagement and mentoring.

MANAGEMENT EXECUTIVE PRINCIPAL COMMITTEES
CORBINES oL Audit Remuneration Nomination
EXECUTIVE COMMITTEES
Property Fire, Health Business Customer How We Do
Board & Safety Continuity Insight Unit Business

ROLE OF THE BOARD AND COMMITTEES

The Board is responsible for ensuring
leadership through effective oversight
and review. Supported by its Principal
Committees — Audit, Remuneration, and
Nomination - the Board sets the strategic
direction and aims to deliver sustainable
shareholder value over the longer term.

Clear terms of reference outline the full
schedule of matters reserved for the
Board’s decision and that of its key
committees. These, along with the
individual roles of the Board members,
can be found in the Group’s formal
Covernance Framework at
marksandspencer.com/thecompany.

BOARD MEETINGS

The Board held eight scheduled meetings
during the year,and individual attendance
is set out on the next page. Sufficient time

is provided at the start and end of each
meeting for the Chairman to meet privately
with the Senior Independent Director and
non-executive directors to discuss any
matters arising. During the year the Board
held two meetings away from the office, one
of which was its annual two-day strategy
meeting. A brief overview of the key areas of
discussion, the actions and the outcomes is
provided on the following pages.

@ See Board activities on p38-39

BOARD RESPONSIBILITY

Responsibility for implementing operational
decisions and the day-to-day management
of the business is delegated to the Chief
Executive and the Executive Board. The
Management Committee supports the
Executive Board by monitoring the
development of the Croup’s workstreams
against the Croup’s three-year plan and
inputting annually into the Group’s
strategic plan. The executive directors
update the Board at each Croup

Board meeting.

There is clear delegation and oversight
from the Executive Board to the Executive
Committees (outlined in our Governance
Framework at marksandspencer.com/
thecompany), which strengthens decision-
making across key areas of the business.

In addition, the Audit Committee receives
a business update at each meeting.

BOARD COLLABORATION

EXECUTIY,
BOARD

GROUP BOARD
AUDIT,

REMUNERATION,
AND NOMINATION
COMMITTEES

The work of the Board complements,
enhances and supports the work of the
Executive Board. We believe that effective
governanceis realised through leadership
and team work. Collaborationacrossall
levels within the Board structure drives

a culture of continuous improvement

in standards and performance across

our business. Working together, all parts

of the Board structure conduct robust
interrogation of plans and actions, ensuring
high-quality decision-makingin allareas

of strategy, performance, responsibility
and accountability.
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@ See Board activities overview on p38-39

@ See our Board biographies on p34-35

@ See our Remuneration Report on p52-76

BOARD COMPOSITION, ROLES AND ATTENDANCE

EXECUTIVE MAX LINKED TO MAX
DIRECTORS ATTENDED ~ POSSIBLE RESPONSIBILlTY """"" REMUNERATION  CHAIRMAN ATTENDED POSSIBLE RESPONSIBILITY
Chief Executive Strategy &Group Robert Swannell 8 8 Boardgovernance
Marc Bolland 8 performance and performance,
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ and shareholder
Chief Finance Officer Group Financial engagement.
Helen Weir' performance

f y NON-EXECUTIVE MAX
@ppointed 1 April2015) - DIRECTORS ATTENDED POSSIBLE RESPONSIBILITY
Alan Stewart VindiBanga 8 8 Independent non-
(resigned 10 July 2014) 3 Al Brittaq gy executive directors
»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»»» isoneri amwww 8 8 assess, challenge and
Executive Director Marketing & International Miranda Curtis 8 g monitorthe executive
Patrick Bousquet-Chavanne 8 PErformMancCe directors’ delivery of
"""""""""""""""""""""""""""""" Martha Lane Fox 8 8 thestrategy withinthe
Executive Director CeneralMerchandise AndyHatford mmmmm———— Board'sriskand
John Dixon 8 performance ndymatrora 8 ? governance structure.
""""""""""""""""""""""""""""""""""""" Steven Holliday? Inaddition, they review
Executive Director Food (retired 8 July 2014) 2 3 theintegrity of financial
Steve Rowe 8 performance o G Plasaies information, devise
rrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrrr {retired 4 March 2015) 6 ppropriate succession
Executive Director UK Retail & Multi-channel e s e ;
Laura Wade-Gery 8 performance Richard Solomons Board diversity.

(appointed 13 April 2015)

1. Both Helen and Richard joined the business in the new financial period, and their attendance will be included in next year’s Annual Report.
2. Steven Holliday was unable to attend the meeting on 19 May due to business commitments with National Crid.
3. Jan du Plessis was unable to attend the meeting on 9 September due to overseas business commitments.

MONITORING AND OVERSIGHT

RISK MONITORING AND OVERSIGHT

Profecfing the 'busmé‘ss'f.ro.m operationa'L;

financial and reputational risk is an
essential part of the Board’s role. As key
transformational projects came online
this year, the Board, supported by the
Audit Committee, looked to ensure that
key financial and operational controls
were robust throughout this change.
Progress was assessed and challenges
were managed within the context of the
Board’s appetite for risk.

The Group Risk Profile, owned by the
Board, is compiled by Group Risk using
business area risk registers and one-on-
one interviews with Board members and
business unit directors. Oversight and
independence is provided in the process
through the Audit Committee, which
ensures that the risks included in the
Croup Risk Profile continue to reflect the
business’s strategic objectives. An Internal
Audit planis then mapped to the Croup
Risk Profile demonstrating where assurance
is provided over the mitigating activities.

STRATEGIC PROGRESS
Progress against the strategy is closely
monitored by the Executive Board and
discussed at each Croup Board meeting.
The annual two-day strategy meeting held
away from the office continues to provide
for more relaxed and free-flowing

discussion. This year the agenda focused on
the Castle Donington distribution centre
and M&S.com, CM, customer engagement,
our property portfolio and International
performance. Progress was reviewed
against the three-year plan and the longer-
term vision for the future.

The Board debated the priorities and

the longer-term challenges, identified
opportunities for improvement and agreed
an action plan. The non-executive directors
shared their expertise and provided
independent oversight to the discussion.

There has also been increased focus on
the people implementing the plans with
key skills and competencies improved
throughout the business.

@ See People Behind the Plan on p22.

COVERNANCE IN ACTION ..o
The role of the non-executives is not limited
to Board attendance. Examples of other
activities undertaken in the year:

Andy Halford: met with the Croceries
Code Adjudicator, visited Castle Donington,
the Mumbai store, and the Hong Kong
Sourcing Office and store; and

Alison Brittain: visited Castle Donington
and undertook a store visit with a multi-
channel fashion retail expert from Boston
Consulting Group.

@ See our Risk management and Principal risks on p23-25, and Risk in action on p44-45.

INDEPENDENCE OF DIRECTORS

The Board reviews the independence of its
non-executive directors as part of its annual
Board Effectiveness Review.

The Chairmanis committed to ensuring the
Board comprises a majority of independent
non-executive directors who objectively
challenge management, balanced against
the need to ensure continuity on the Board.

The Board approved the appointment of
Martha Lane Fox for a third termin May 2013.
At the date of publication, Martha will have
served on the Board for eight years. Martha
continues to receive strong support from
shareholders as canbe seenfrom the
voting results of the 2014 AGM. As Martha
has served more than six years with the
Company and, as required by the Code,

her appointment was again the subject of
particular review and scrutiny and it was
agreed that she continues to make a strong
independent contribution to the Board. With
the exception of Martha, all continuing non-
executive directors have served less than six
years on the Board.

@ See details and experience of each director
on p34-35.

The Board considers that all of the non-
executive directors bring strongindependent
oversight and continue to demonstrate
independence. However, the Board recognises
the recommended term within the UK
Corporate Governance Code and is mindful
of the need for suitable succession.

GOVERNANCE
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BOARD ACTIVITIES

TO!

Strategy

Governance
& risk

ACTIVITIES/DISCUSSION

CTIONS ARISING

PROGRESS

Discussed the Group’s capital
structure and financial strategy,
including capital investments
and the dividend policy.

— Continue toinvest for growth.

— Consider most appropriate use for
increased cash flow now capital
expenditure has decreased.

— Higher growth margins and lower
than expected cost growth, delivering
stronger cash generation.

~ Interim dividend increased by 3.2%, with
further 7.4% increase in the final dividend.

Reviewed the property strategy
including the property plan and
key priorities.

- Accelerate growth throughout
UK Simply Food portfolio.

— Deliverinternational presence
against planned objectives.

- Acquire, develop and manage the global
property portfolio at optimal value.

— Deliver new business unit
schemesandinitiatives.

- Investigate opportunities for
development in existing stores.

- Preferred target store locations
identified.

— Accelerated growthin Indiaand
Hong Kong.

—~ Improved property asset management
across portfolio.

-~ High level of in-store activity delivered.

— Ongoing investigation to ensure
optimalbalance of inand out of town
retail space achieved.

Two-day off-site meeting provided time to:
- Discuss and review GM and Food strategy.

- Consider customer engagement
and footfall.

— Review the property portfolio to
improve the quality of,and drive value
from, our property assets.

- Debate and evaluate International
performance and growth.

-~ Test and review the corporate
strategy andfinancial plan.

— Review Plan A 2020.

- Debate, scrutinise and review performance
against the three-year planandthe
operatingplan.

- Review the performance of M&S.comand
Castle Donington (see Customers on p39).

- Review logistics agreements to ensure
alignment with future strategy.

— Review of International operations.

— Debate and approve the Company’s
capital structure and funding plan.

102 Plan Acommitments to be
achieved by 2020.

— Improve in-store environment and
customer experience.

- Logistics agreements reviewed
resultinginincreasedtransparency
and understanding.

— Development opportunities identified.

— Fullevaluation of international presence
undertaken. Greater focus on store
size, product offering and availability
by region.

- Writedown of assets and closure of poor
performing storesin China.Investment
in flagship stores in growthregions.

- Plan A 2020-over half of the
commitments achieved or on plan.

— Upgradedthe store environment in many
of our stores, including new Menswear
departmentsin our top 70 stores,and
refreshed Womenswear departments
in 44 stores.

Reviewed the Group Risk Profile half
yearly, including core internal and
external risks, those driven by business
change and areas of emerging risk.

Discussed the UK Corporate Governance
Code requirements regarding risk appetite.

- Evaluate the completeness and
appropriateness of the Group Risk Profile
and identify any additional mitigating
activities tobe undertaken.

- Engage with externalrisk experts to
prepare draft risk appetite statements.

— Continue to foster debate onrisk appetite.

- Robust set of Group levelrisks and
mitigating activities agreedand
monitored.

— Progress made in developing our
approach torisk appetite.

Reviewed progress against the
2014/15 Board Action Plan.

Discussed the outcome of the Board
evaluation process conducted by an
external facilitator, Ffion Hague of
Independent Board Evaluation.

Discussed the 2015/16 Board
Action Plan.

—> Review of Board decision-making
process and debate.

- Review of allmanagement information
and KPIs to improve quality, transparency
and consistency of data,and enable
clearer strategic context.

— Continue torefine our approach to risk
appetite across the business.

— Improve tracking, review and debate
on quality of past investments, including
therole of the Board.

- Continue to encourage greater interaction
with Board members across the business.

> Progress has been made inaddressing
some of the underlying infrastructure
issues of the business, Board members
were contributing welland thereisa
positive Board ethos.

— Agreed 2015/16 Action Plan with clear
monitoring processes over the year.

— Plansinplace toimprove the review
and monitoring of past Board
decisions,and the quality of
supporting information.

Discussed the evolution of Plan A to
Plan A 2020 incorporating the values
of Inspiration, Innovation, Integrity,
and In Touch, and the increased focus
on our customers.

— 102 commitments to be achieved by 2020.

39 onplan;2 behind plan.
— 47 achieved; 9 not achieved.
—~ 5notstarted.

Launched °Fit for the Future’,
incorporating the new M&S brand and
new values of Inspiration, Innovation,
Integrity, and In Touch.

— Engage with employees across the
business toincrease awareness of the new
values and provide an opportunity for
employees to give their feedback.

- Over 1,300 head office employees took
part in the Fit for the Future focus groups,
including all our executive directors.

The feedback received helped shape
the final values.
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@ See our Board Effectiveness Review on p41

BOARD ACTIVITIES CONTINUED

TOPIC

ACTIVITIES/DISCUSSION

ACTIONS ARISING

PROGRESS

Leadership
& employees

Discussed employee engagement
across the business from the results
of the annual ‘Your Say’ survey and
quarterly Pulse surveys.

- ldentify improvement opportunities
fromtheresults.

—> Increased engagement with people
managers and employees.

Discussed talent and succession,
including gender diversity across
management and performance
management.

- Review the gender diversity policy and
performance management processes.

- Continue to support executive director
and senior management development.

— 38% of Board members are female.

— Implementedimproved performance
management structures to align with
our values of Inspiration, Innovation,
Integrity,and In Touch.

- Continued with successfulinitiatives
including The Leadership Development
Service,and mentoring and coaching
schemes.

Reviewed the composition
and succession of the Board
and its Committees.

- Committed to maintaining the right
balance of skillsand experience on
the Boardand Committees.

— Approved the appointment of a new
Chief Finance Officer, Senior Independent
Director and non-executive director.

Discussed organisational culture,
structure and process.

- Reviewed ways of working to ensure
greater accountability across the business.

— Introduced more collaborative ways of
working throughout the Company to
speed up decision-making with the
launch of Fit for the Future.

Customers

Reviewed the GM strategy
and performance and agreed
2015/16 targets.

- Continue focus on further product
improvement, increased choiceand
improved in-store environment.

- Strengthen the management team for

buyingand supplier logistics,and increase
design experience within the business.

— Betterbuyingand supplier models.

— Creater design experience in-house
delivering better product, stronger
marginimprovements and faster delivery
throughthe network.

Greater customer engagement.

— Investigate opportunities forinnovative
customer communicationand
reward programme.

— Introduction of a new customer
engagement strategy,tobringa
centralised relationship between
the business andthe customer.

- Introduction of the Shareholder Card,
in partnership with Equiniti (Company
registrar).

Discussed the International business,
including historic and current
performance, negative factors
impacting the business, cross-culture
engagement with customers, building
relationships with key franchise

partners, and the vision going forward.

- Improve like-for-like performance across
ownedandfranchised existing estate.

- Grow the business profitably through new
stores, new countries and new formats.

— Redefine ways of working with
franchise partners.

— Implement organisational structure
with clear accountability to drive the
growthinInternational.

—> Creation of one distinct brand across our
various offerings.

— Improving global brand relevance,
implemented experienced management
team,and re-enforced franchise
partnerships.

Reviewed the marketing strategy
including the operating model, and
improved customer engagement.

— Create one distinct brand across our
various offerings.

- M&S rebrand, including same branding
forGMand Food TV adverts.

Reviewed and scrutinised the
performance of M&S.com and the
challenges faced at Castle Donington.

- M&S.com site optimisation and review
of delivery proposition.

- Customer satisfactionimproved,
over 7 millionregistered customers on
M&S.com, strong platform stability,
andregular cross-functional meetings
with representatives from M&S.com,
CM, and Castle Donington.

Shareholder
engagement

Strong engagement with stakeholders
and investors.

— Actively support engagement
opportunities.

- Investor conferences held on M&S.com
and International.

- Fourthannual governance event.

Reviewed shareholder feedback in
advance of the AGM.

—> Focus areas of Chairman’s statement
to specifically address issues raised
by shareholders.

- Communicate the key topics raised
by shareholders.

Continued discussions regarding
the offering of a wider shareholder
reward scheme.

- Continue discussions with Equinitito find
a solution to provide rewards reflective of
the levelof investment.

- Discuss with nominees a solution to extend
initiatives to their beneficial shareholders.

—> Shareholder Card launched inMarch 2015.

— Discussions to extend the M&S
shareholder card offer to beneficial
shareholders.

GOVERNANCE




DIRECTOR INDUCTION

Shortly before the publication of this report,
two new directors joined the business;
Helen Weir, Chief Finance Officer,and
Richard Solomons, Non-Executive Director.
Both are receiving a tailoredinduction
programme led by the Chairman, which
includes time with each of the executive
directors, the group secretary, members of
the Management Committee, a wide range
of senior management from across the
business,and the opportunity to meet

with major shareholders.

Helen and Richard’s induction

programmes are comprehensive
and both cover:

Company structure and strategy,
including: Our history; strategy (including
details of allkey investment decisions),

key people and succession plans; Board
procedures including the Governance
Framework, Code of Ethics and Behaviours;
Board calendar, minutes from previous
meetings, effectiveness reviews and action
plans; finances, performance, operating
plans, current KPIs and targets, operational
overview of allbusiness areas; key relationships,
including suppliers and major contracts;
Croup Risk Profile and our approach torisk;
insight into key audits and areas of focus.

Industry and competitive environment,
including: Customer trends, consumer and
regulatory environment including governance
andallrelevant consumer andindustry
bodies, Corporate Social Responsibility,
environment and sustainability.

Sentiment and reputation, including:
Brand positioning and media profile;
marketing campaigns; brand values; analyst

SUCCESSION

Succession planning and the succession
pipeline remainakey agenda item for
the Board.

During the year, our Board contingency plan
was tested when, shortly after the ACM,
Alan Stewart resigned from the Board. Civen
Alanhad acceptedarole with another food
retailer,the Board felt it necessary for him

to leave the business immediately. Untila
suitable replacement was found for the
position, Paul Friston, our then Director of
Croup Financial Control, was appointed
Interim Chief Finance Officer. Paul held the
position untilHelen Weir joined the business
on 1 April 2015, at which point Paul took up
anew role within the business.
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and investor opinion; review of investor
surveys; share register and voting history;
key stakeholder relations including

employees, customers, suppliers and service

providers; opinion leaders;an overview of
our remuneration policy and pensions.

Richard’s induction as a non-executive was
supported by one-on-one meetings,and
aimed to provide a broad learning about
the business, its operations, its key markets
andits risks.

Helen's induction was supported by a
greater number of one-on-one meetings
with the Chairman, the executive and

the non-executive directors, but also
management from Strategic Programmes,
Finance, HR (including visiting our
employee support team), CM (including our
overseas sourcing teams), Food, Customer
Insight, Communications and Investor
Relations (including some of our larger
shareholders and our corporate brokers),
Store operations (including visiting the
Castle Donington facility), Plan A, Health
&Safety, Pensions, M&S Bank, Internal
Audit &Risk, the Company Archive and

the Governance team.

Given that the two directors joined the
business withina short space of time,

we will take this opportunity to obtain
feedback on their experience of the
induction process andreview the director
induction programsnme. Going forward

we willalso seek feedback from Alison
Brittain, on herinduction and her first year
with the business. Further information
onourinduction can be foundinthe
Corporate Governance section of
marksandspencer.com/thecompany.

In August 2014, we also announced that

Jan duPlessis would be leaving the business
inthe early part of 2015. Jan had served M&S

for six years as anon-executive director.
Having Jan remain with the business until
March 2015,and Paul cover the Finance role
for nine months, allowed the Board to focus
sufficient attention on ensuring the new
appointments came with the required
qualifications, experience and skills to meet
the challenges and opportunities ahead.

@ More detail on succession planning
can be found on pages 42-43.

BOARD EFFECTIVENESS REVIEW

The assessment of the Marks &
Spencer Board was conducted
according to the guidance in

the UK Corporate Governance
Code and was facilitated by
Ffion Hague of Independent
Board Evaluation. Neither
Ffion Hague nor Independent
Board Evaluation have any other
connection with the Company.

The external evaluation
of our Board is an
important factor in
ensuring we are creating
an open, effective
Board and realising

our potential.

ROBERT SWANNELL CHAIRMAN



41
ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

R B e

Stage 1 Acomprehensive brief was given
tothe assessment team by the Chairman,
Robert Swannell,and Croup Secretary,
Amanda Mellor,in December 2014. The
evaluationteamalso observed Boardand
committee meetings in December 2014,and
January andMarch 2015. Copies of all Board
papers were provided to the team for briefing
purposes prior to the meeting.

InJanuary and February, detailed interviews
were conducted with every Board member.
All participants were interviewed according

toaclearagenda, tailored for the Board.In

addition, the team spoke to the Director of HR,

the Interim Chief Finance Officer, Head of
Internal Audit &Risk, the Croup Secretary,
the Company’s external remuneration
consultants, PwC,and the Company’s lead
Audit Partner from Deloitte.

Stage 2 Thereport was compiled by the
evaluation team based oninformationand
views supplied by the Boardand those
interviewed. Allrecommendations were
based onbest practice as describedinthe
UK Corporate Governance Code and other
current corporate governance guidelines.

Stage 3 Draft conclusions were discussed
with the Chairmanand subsequently
discussed with the whole Board at its
meeting in April, with Ffion Hague present.
The conclusions of that discussion were
recorded in the minutes of the meeting.
Robert Swannellalso received a separate
report with feedback onindividual directors.
Following the Board meeting, Ffion Hague
gave feedback on the Chairman to the Senior
Independent Director,and to the Committee
Chairmen on the performance of each
committee. The Senior Independent Director
also met with the non-executive directors to
review the Chairman’s performance. This
review was then shared with the Chairman.

Stage 1 Stage 2
BRIEFING
& BOARD
OBSERVATION
RESULTS
............................ COLLATED,
.............................. REPORTED &
EVALUATED
ONE-TO-ONE
INTERVIEWS
WITH BOARD

Stage 3
DISCUSSION
WITH
COMMITTEE
CHAIRS o
ACTION
PLAN
AGREED
BOARD
DISCUSSION*

Note: The above activities were undertaken by Ffion Hague of Independent Board Evaluation

*Ffion Hague also attended the Board discussion.

BOARD REVIEW INSIGHTS 2014/15

The ethos and culture of the Board is
positive and remains in line with the last
independent review in 2012.

Overall,the Boardrated its performance as
acceptable inthe areas of governance and
compliance, shareholder accountability
and relationships,induction,and
succession planning. However, in other
areas performance was not considered to
be as strong,and progress had been slow
inrelationto last year's Action Plan. As a
result, this year members were clear that
there were several key areas that would
enable the Board to be more effective,
challenge business performance,and drive
strategic debate.

The Board review was conductedin
December 2014 and January 2015 when
M&S’s performance was under particular
scrutiny, with operationalissues affecting
the Castle Donington distribution centre
and M&S.com. Given this context,members
were particularly open, objective and
critical with respect to Board performance

and the potential changes that should
beimplemented to improve overall
Board effectiveness. Anumber of these
improvements have featured in previous
years and primarily relate to information
context, content and consistency,and
debate around business and strategic risk.
These now form the core of the 2015/16
Board action plan.

Board Committees Board Committees
were also reviewed and were all considered
wellrun, challenging, structured, trusted
and effective. Members noted that
committees were improvedin terms of
quality of information and support from
management. Feedback from each
Committee meeting to the main Board was
felt to be fulland transparent, particularly
inrelation to Audit and Remuneration.

GOVERNANCE

BOARD ACTION PLAN

THE BOARD ACTION PLAN 2015/16 INCLUDES:

As in previous years, the Board’s focus on
culture, values and people development
was felt to be strong. However, this year it
was felt that more could be done to
facilitate greater informal engagement
between the Board and the broader
management team.

After a thorough debate of the review with
Ffion Hague present, the Board has agreed
an Action Plan for the year ahead. This plan
focuses on the quality of information to
support Board discussions,and broadening
Board debate and scope around risk.

— Review of Board decision-making
process and debate.

- Review of allmanagement information
andKPIs toimprove quality and
consistency of data,and enable clearer
strategic context.

— Continue to refine our risk appetite
statements across the business,
building on the progress delivered
onriskin 2014/15.

— Improve tracking, review and debate
on quality of pastinvestments.

— Continue to encourage greater
interaction with Board members
across the business.
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N

REPORT

e have an established mapping of the experience
M and skills requirements for our Board. This allowed us
to move with clarity on the replacement and succession
of Jan du Plessis as Senior Independent Director.

ROBERT SWANNELL CHAIRMAN OF THE NOMINATION COMMITTEE

We have seen further change to our Board
composition this year.|am pleased to
welcome our new Chief Finance Officer,
Helen Weir. We announced Helen’s
appointmentin November 2014 and she
formally took up her position on 1 April 2015.
In August 2014 we announced that

Jan du Plessis would be stepping downin
the early part of 2015. He left the business on
4 March after nearly six years on the Board.
As part of our Board succession planning
process, we have established mapping of our
experience and skills requirements, future
Board and Committee requirements,and
directortenure. As aresult, following Jan’s
retirement, we were well placed to appoint
VindiBanga as Senior Independent Director,
inaddition to his responsibilities as
Remuneration Committee Chairman,

andalso appoint Miranda Curtis to the Audit
Committee, in addition to her membership of
the Remuneration Committee. Following the
retirement of Steven Holliday from the Board
inJuly 2014, we recognised the benefits that
aserving CEO brings to our Board mix, along
with international, brand and consumer
experience. This clear brief underpinned

the appointment of Richard Solomons to

the Boardin April 2015.

VindiBanga succeeded Steven Holliday as
Remuneration Committee Chairman. Vindi
and Steve managed an exemplary handover,
including consultationand meetings with
investors ahead of the approval of our
Remuneration Policy at the AGMin July 2014.

Inaddition to these Board changes,
throughout the year, the Committee focused
on executive director development and

senior management talent development
and pipeline. We have continued to support
executive coachingand mentoringandare
pleased with the benefits and insights these
initiatives have brought.

Building oninitiatives in previous years, our
non-executive directors continue to engage
with both senior management andthe
broader business, hosting lunchesand
breakfast presentations. As highlightedin
our Action Plan, this is something we intend
tobuildoninthe yearahead.

As a Board we continue to drive diversity
across the business. We are pleased that
women now represent almost 40% of our
Board membership. Our current diversity
percentageis also reflective of broader
senior management, where female
representationalso accounts foralmost 40%.

EFFECTIVENESS OF THE NOMINATION COMMITTEE

Independent review
The Committee’s performance was

reviewed externally this year by Ffion Hague

of Independent Board Evaluation.
Performance was felt to have improved,
with better support and more professional
processes coming into effect. We intend to

build on this in the coming year with our
2015/16 Action Plan.

Nomination Committee activity

We continued to refresh and review non-
executive director tenure and skillset to
ensure an appropriate mixand diversity
of experience. As part of this, we agreed

MEMBER ATTENDANCE

MEMBER MAXIMUM NUMBER OF % OF

SINCE POSSIBLE MEETINGS MEETINGS

MEETINGS ATTENDED ATTENDED

Vindi Banga 3Sep 2011 4 4 100%
Marc Bolland 1 May 2010 4 4 100%
1Jan 2014 4 4 100%

Alison Brittain

Miranda Curtis 3Feb20 4 4 100%
o Lé‘ne - ““13;;2007 44 ..................... WOOO
Ay Half,brd UanZOB 44 ..................... WOOO
e ple55|s1 ]Nov o 43 ....................... 750
o SOlomonsz ..‘.]‘.3‘.;{‘)}2015 ......................
Robert Swannell (Chalrman) 40ct 2010 4 4 100%

1. Jandu Plessns wasa member ofthe Committee until4 March 2015, when he resigned from the Board. He was unable to
attend the meeting held on 8 September due to overseas business commitments.
2. Richard Solomons joined the business during the new financial period and his attendance will be included in next

year'sreport.

the process, timetable, shortlist and final
recommendation for the appointment of
Richard Solomons and succession planning
following the departure of Jan du Plessis.

We continued to support succession and
development of the executive directors,
implemented development initiatives for
senior executives, further international
business school training, executive coaching
and non-executive director mentoring.
Committee members also participatedin
severalemployee-focused and diversity-
based initiatives, giving increased access to
the organisation, direct employee feedback
and greater visibility of high potential talent.

Action Plan 2015/16:

— Continue to review succession
plans for the Board and key roles
across the business;

— Continue toidentify future talent
pipeling;

- Review development initiatives
fordirectors;and

— Continue to identify opportunities
for broader business engagement.



Ourassessment of diversity in terms of
experience andbackgroundis coveredin
further detailbelow. We also reviewed our
diversity policy this year to ensure it remains
fit for purpose.

BOARD DIVERSITY POLICY

in 2012, the Board has made progressin
broadening the diversity of the Board and
senior management.In 2014, the Board
reviewed the policy to ensure that it
continues to drive the benefits of adiverse
Board and workforce across the business.
The Board agreedthat the ambitions and
objectives set outin the policy remain
relevant targets against which to measure
our progress.

© For further information on employee
diversity, including gender, ethnicity
and age, see p23 of our Plan A Report
marksandspencer.com/plana2015.

Maintain a level of at least 30% female
directors on the Board over the short to
medium term.

As highlighted earlier in the report, the Board
made two appointments during the year
following one retirement and one resignation.
The appointments of Helen Weirand Richard
Solomons increased the female/male
palance on the Board from 31% female
membership at the start of July last year

to 38% in April this year.

The Board remains committed to maintaining
at least a 30% female representation onthe
Board, whilst ensuring that diversity inits
broadest sense remains a central feature.
However, the Nomination Committee will
continue torecommend appointments
tothe Board based on merit, measured
against objective criteriaand the skillsand
experience the individual offers.

The Board remains committedto
strengthening the pipeline of senior female
executives within the business and has taken
steps to ensure that there are no barriers to
women succeeding at the highest levels
within M&S.

In 2015, M&S was again listed in The Times
Top 50 Employers for Women for the fifth
year running.

Assist the development of a pipeline of
high-calibre candidates by encouraging a
broad range of senior individuals within the
business to take on additional roles to gain
valuable Board experience.

During the year, the Board continued to
focus on strengthening the pipeline of
executive talentin the Company. It
committed to learning and building on
existing programmes while introducing new
initiatives to broaden and develop the strong
talent which exists across the business.

Key initiatives include:

— Acomprehensive talent review presented
to the Board annually, mapping
successional candidates and opportunities
across allsenior roles withinthe business.

Since the launch of the Board Diversituy“PoLicy“

BOARD DIVERSITY: PROGRESS UPDATE
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— The Leadership Development Service has
beenin place for two years and continues
toidentify and partner key senior talent
across the business, broadening their
skillsets and experience to prepare them
for future opportunities. This has been
supported through greater boardroom
exposure, non-executive and Trustee
roles outside of M&S,and participation
inmentoring schemes.

— Accessto International Business
School Training.

— Senior management mentoringand
coaching schemes, including individual
leadership assessments,and non-
executive director sponsored lunches
and breakfasts.

Consider candidates for appointment as
non-executive directors from a wider pool,
including those with little or no listed
company board experience.

During the year, the Nomination Committee
discussed the Board's successional needs,
and continues to work closely with executive
searchagency JCAincompiling longand
short lists of candidates. During the search
forthe most recent appointments, the
Boardidentified andinterviewed arange of
candidates from various backgrounds and
industries,and all candidates were measured
against criteriaagreed at the start of the
process. The Chairman also meets informally
with arange of peopleintroduced by third
parties or through direct approaches.
Although we do not currently openly
advertise our non-executive director
positions, we appreciate the benefit of this
approach and willkeep this under review.

Ensure long lists of potential
non-executive directors include 50%
female candidates.

The Board remains committed to ensuring
that high performing women from within the
business and from a variety of backgrounds,
who have the requisite skills, are given greater
exposure to the nomination committees of
FTSE100 companies.Once again, the Board
met its commitment, and all non-executive
director long listsin 2014/15 included 50%
female candidates.

Only engage executive search firms who
have signed up to the voluntary Code

of Conduct on gender diversity and

best practice.

The Board continues to support the nine
principles of the Executive Search Firms
Voluntary Code of Conduct on gender
diversity,demonstrated by remaining
committed to only engaging executive
search firms who are signatories to this code.
During the year, we continued to work closely
with JCA, and maintained our focus on

the targetsand ambitions around female
representation onthe Board. The Board
confirms that JCAhas no other connection
with the Company.

Report annually against these objectives
and other initiatives taking place within the
Company which promote gender and other
forms of diversity.

The Board has made strong progress against
the key policy objectives during the year, as
reportedabove.

In addition, the business has continued to
promote diversity with the introduction or
continuation of key initiatives:

- Theannual Board evaluation process
includes anassessment of the Board's
diversity including gender, helping to
objectively consider its composition
and effectiveness.

— The M&S Inspiring Women'’s Network,
launchedin 2014, continues to support the
progress of womenin our business, giving
access toarange of role models, providing
informal mentoring and networking
opportunities,and creating a forum for
discussion to explore and address the
career challenges womenface.

- Taking partinanumber of pilot schemes
including cross-business mentoring for
senior women, run by the government-
backed 30% Club,a female only
development programme.

— The MBA Leadership Programmeisinits
fourth year, recruiting and developing
talented MBA graduates from international
business schools; to date intake into the
programme has been over 50% women.

— Partnering with a local school to provide
one-to-one mentoring support foraround
50 female students between the ages of
15and 17.

— Anumber of programmes to help people
inour communities, including Marks &Start,
Marks & Start Logistics,and Make Your
Mark,are successfully helping young
people, the homeless, lone parentsand
those with disabilities, to find work in our
stores and distribution centre.

Report annually on the outcome of the
Board evaluation, the composition and
structure of the Board as well as any issues
and challenges the Board is facing when
considering the diverse make-up of the
Company.

\We continue to regard the Board evaluation
process as animportant means of monitoring
our progress. Full details of the 2014/15 Board
evaluationand the Action Planare on page 41.
We remain committedto getting the right
palance of internal versus external hires and
work towards understanding and managing
some of the challenges we face, such as:

GOVERNANCE

- Internationalmanagement experience
reflective of the customersand
communities we serve;and

— Any main challenges women facein
reaching regional management positions
andabove, within the business.
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RISK IN ACTION

RISK AND THE ROLE OF INTERNAL AUDIT

Internal Audit & Risk comprises both the
Group Risk functionand Internal Audit.
Croup Risk facilitates and manages the risk
process that is ultimately owned by the
Croup Board. Internal Audit,accountable
to the Audit Committee, uses a risk-based
approach to provide independent
assurance over the adequacy and
effectiveness of the control environment,
including controls related to key risks

on the Croup Risk Profile. Management
actions from all of our audits are tracked

to completion and the status of these
actionsis reported to the Audit Committee
to ensure that therisks identified are
appropriately addressed. This will,in turn,
further mitigate the risks included in our
Group Risk Profile.

The following examples illustrate how
Internal Audit supports the business
through driving improvements to our
controlenvironment and adding value
incore business areas.

RISK: INTERNATIONAL EXPANSION

In support of the Croup’s international
growth plans, Internal Audit reviewed the
process to identify and approve new store
locations, with a focus on Asia. The audit
confirmed that we have a well defined
governance structure in place through the
Property Board, from the review of initial

RISK INTERDEPENDENCY

We recognise that there is significant
interdependency between our key risks.
This diagram, based on our current Group
Risk Profile, highlights how changes to one
risk could impact on those connected toit,
and therefore on the Croup Risk Profileas a
whole. By understanding the relationship
between our key risks, if they were to
materialise, we are better placed to ensure
that we are managing them appropriately
and to understand the entirety of our

risk exposure.

new stores proposals, to the formal post-
investment reviews that measure actual
performance against initial estimates.

The audit highlighted an opportunity to
improve the quality and consistency of data
supporting these initial estimates prepared
by the in-country teams, including greater
alignment with the process for UK stores.
This would support better decision-making
and enable more effective comparison of
proposals across countries. The audit also
recommended more robust tracking of
actions agreed at the post-investment
reviews through to their completion, to
drive profitability.

RISK: GM CUSTOMER ENGAGEMENT

The continuous improvement of our
customers online experienceisan
important part of driving customer
engagement. Following last year's M&S.com
website launch, Internal Audit reviewed the
process to maintain product content online,
including narrative product descriptions,
photographicimages,and the navigation
paths supporting customer searches.

Our review confirmed that robust review
mechanisms are in place to minimise the
risk of errors or omissions in product
information on the website. However,
ininstances where data is missing or
incorrect, delays in resolution canimpact

The highlighted risks illustrate potential
interdependent risk scenarios:

The success of our business is highly
influenced by our ability to retain quality
individuals . The loss of key product
developers would impact our ability to
provide a point of difference against our
competitors in terms of quality, value and
innovation @), whilst maintaining expertise
in our Food technology team enables us to
maintain high standards of food safety and
integrity across our products and supply
chaininanincreasingly challenging
environment @. Our customers tell us

the timeliness with which products are
launched online. The audit recommended
clearer definition of roles and
responsibilities between the CM teams
developing and buying the products,and
the M&S.com team managing the website
content,and a more structured “critical
path”for product launches online.

RISK: IT CHANGE

In 2014/15 new agreements were
implemented with a number of third-party
[T service providers, covering areas such as
Infrastructure and Application Support
and End User Computing. Effective
management of our IT service providers is
akey element of managing IT changerisk,
ensuring, for example, that IT changes

are executedin line with M&S IT policies.
Internal Audit conductedareview to assess
the effectiveness of IT service provider
management processes. The audit provided
assurance that significant focus had been
placed onthe successfulimplementation
of the new agreements. At the time of the
audit there was further work required to
clearly define vendor managementroles
andresponsibilities and to implement
monitoring against all contractual service
levels, both of which have subsequently
beenaddressed.

that they trust us to do theright thing.
By maintaining these high standards of
food safety andintegrity, we continue to
stand out from our competitors ©.

Strong CM customer engagement @is
influenced by our ability to maximise
product availability and provide customers
with an efficient andreliable delivery
proposition (B. The robustness of the
online business @ will also impact this
supply chain and logistics network, as well
as having a direct influence on customer
engagement through the provision of a
reliable online experience.



RISK APPETITE

This year, we have placed significant focus
on developing our approach torisk appetite
in line with the UK Corporate Governance
Code. By expressing the types and amount
of risk we are willing to take oraccept to
achieve our plan, we aim to support
consistent, risk-informed decision-making
across the Group.

Our starting point has been to define
draft risk appetite statements for our
principalrisks,and for key decisions made
by the Board. These statements provide
parameters within which we typically
expect the business to operate, facilitating
structured consideration of the riskand
reward trade-off in the decisions we make
and in how the Group conducts business.

VIABILITY STATEMENT

Changes to the UK Corporate

Governance Code, which came into effect
in October 2014, will require companies to
state whether they believe they willbe able
to continue to operate and meet their
liabilities, taking into account their current
position and principal risks. Companies
willneed to state over what period they
have made theirassessment and why they
consider that period to be appropriate.

The assessed period must be longer than
12 months and relative to business planning
processes and how business performance
is measured.
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\We have covered a wide range of risks from
CM ethical sourcing and food safety and
integrity, through to investment decisions
andbusiness resilience. Civen the varied
nature and diversity of such risks, there is no
‘one sizefits all’ approach to establishing risk
parameters. We believe that taking the

time to get this right will yield the greatest
benefits to our business and as such we are
currently working with management to
define a draft set of risk statements which
we will refine over time to ensure that they
best reflect what the Croup stands for.

Providing clear parameters isimportant;
however, it is essential that we also foster
an environment where innovationand

entrepreneurialactivities thrive. At times,

Onthe surface this might appeartobea
simple statement to make. However, the
Code changes emphasise the need foran
interconnected approach to assessing
viability. The Board must take into account
the Company’s business model (and the
inputs which supportit)and the strategy,
ensuring that these are aligned with its risk
appetite, supporting risk framework and the
controls and activities in place to mitigate
risk. The Code requires statements to be
made as a ‘reasonable expectation’rather
thana certainty.

1

GM customer

7 12

M&S.com GM supply

business chain &

resilience logistics
network

engagement

Food safety
&integrity s

10
Staff

retention

there may be merit in operating outside
of theserisk parameters but proposed
exceptions willneed to be escalated to
senior management for debate and
approval before activities commence,
ensuring that appropriate mitigating
controlsarein place.

Once finalised, our risk appetite statements
willbe incorporated into an operating
framework, integrated with our existing
Croup Risk process,and used to monitor
business activities and decision-making.
We believe we have made good progress
this year and risk appetite remains a key
priority for the Boardin 2015/16.

Whilst the Code changes are not applicable
to M&S until next year's Annual Report,
elements of the Code change are aligned
with the principles of integrated reporting.
Both require some changes to a number
of our ways of working and, as part of our
commitment to producing an integrated
report next year, we have already made
progress. We are committed to ensuring
that our response to the Code changeiis
meaningfuland adds value both within the
business and to our stakeholders. The work
we have in progress means that weareina
strong position to meet the requirements
in next year’s Annual Report.

@ see more in our
Risk management
section p23-25.
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AUDIT COMMIT TEE
REPORT

The Committee has covered much ground this year

with the auditor transition, a wider and enhanced

assurance scope and greater risk oversight.
We plan to build on this in the year ahead.

ANDY HALFORD CHAIRMAN OF THE AUDIT COMMITTEE

INTRODUCTION

The following pages aim to open up the
doors to the boardroom and provide
insight into the Audit Committee’s activities
in the year, as well as provide an update

on the Company’s new statutory auditor
(Deloitte), their effectiveness and the non-
audit fees they received. It provides the
Committee’s opinion on the Annual Report
when viewed as a whole, including how it
has assessed the narrative reporting in the
front of the report to accurately reflect the
financial statements in the back.

This report also shares some of the insight
we received from the executive updates
presented to us from across the business.
These continue to provide the Committee
with real insight into our challenges and
aspirations. These also tell us how the risks
are being managed and mitigated, as well
as helping the Committee members
understand the progress being made
towards the strategic plan. The updates
provide us with an opportunity to

EFFECTIVENESS OF THE AUDIT COMMITTEE

challenge, discuss and debate with the
presenters whilst sharing our experience
and providing an independent perspective.

In October 2014, the UK Corporate
Covernance Code was updated. The
Committee is looking closely at the
additional requirements introduced by
the new iteration of the Code to assess
which of our processes need updating
and to ensure that we are well positioned
to report against them in future.

The Board is satisfied that one member
of the Committee, Andy Halford, has
recent and relevant financial experience.

Independent review

The Audit Committee’s performance

was reviewed externally this year by

Ffion Hague of Independent Board
Evaluation, as part of the Board
Effectiveness Review. The Committee
received very positive feedback from Board
members and external participants. It is
seen as open, transparent and effective and
Board members value the feedback to the
wider Board. In particular, the Committee is
seen to have driven some improvement in

the business response to internal audits
and the overall quality of information
provided to members. The Committee
made good progress against the 2014/15
Action Plan, establishing good ways of
working with Deloitte and improving the
risk oversight in key business areas that
were critical to performance.

Audit Committee activity

- Remained focused on the audit,
assurance and risk processes within
the business, and maintained oversight
of financialand other regulatory
requirements.

MAXIMUM NUMBER OF %

MEMBER ATTENDANCE H R
SINCE POSSIBLE MEETINGS | OF MEETINGS
MEETINGS ATTENDED ATTENDED
Alison Brittain 11 Mar 2014 5 5 100%
Miranda Curtis 4Mar 2015 1 1 100%
Martha Lane Fox 1Jun 2007 5 5 100%
Andy Halford (Chairman) 1Jan2013 5 5 100%
Steven Holliday' 15 Jul 2004 1 0 0%
(resigned 8 July 2014)
Jan du Plessis? 1 Nov 2008 4 3 75%

(resigned 4 March 2015)

1. Steven Holliday was unable to attend the meeting held on 15 May due to business commitments with National Crid.
2. Jandu Plessis was unable to attend the meeting held on 8 September due to overseas business commitments.

— Reviewed their ways of working and

assurance following appointment of
Deloitte as the new Statutory Auditor.

— Updated the process for assessing the

effectiveness of the external auditor.

— Reviewed the design and scope

of the assurance plan, with particular
focus on key strategic priorities.

— Received and discussed specific

business presentations relating to
risks within the Group Risk Profile.

Action plan 2015/16:

Looking ahead, the Committee will
remain focused on the audit, assurance
and risk processes within the business,
and maintain its oversight of financial
and other regulatory requirements.

The action plan for 2015/16 will focus on:

— Providing oversight of key business
risks with particular focus on
International retail and ethical sourcing;

— Supporting risk work achieved in
2014/15 and definitions of risk
appetite across the business; and

— Continuing to support the
development, design and scope of
the assurance plan, with particular
focus on key strategic priorities.



EXTERNAL AUDITORS

TENURE OF THE AUDITORS

At the AGM last year shareholders
approved the appointment of Deloitte
as the Company’s new Statutory Auditor.

The proposed change in auditor was
communicated to shareholders in
December 2013. This extended lead time
provided a smooth handover process from
PwC, the previous Statutory Auditor,and
allowed Deloitte to shadow PwC through
areas of the 2014 year end process,

giving them a good understanding of

the business.

In the early part of the year, Deloitte
underwent a thorough induction process
to enhance their understanding of the
business. This included:

— Meetings with management and
executives across the business including
a large number of individuals outside of
the finance function (trading managers,
buyers, property team, HR and others).

— A number of site visits across the UK
and International operations; including
16 UK distribution centres, 27 UK stores

EFFECTIVENESS OF THE EXTERNAL AUDITOR

The Committee believes the independence
and objectivity of the external auditor

and the effectiveness of the audit process
are safeguarded and remain strong, and
recommends the reappointment of
Deloitte LLP for the 2015/16 financial year.

The assessment of the effectiveness of our
external auditor is based on a framework
divided into ten structured components
setting out the key areas of the audit process
for the Audit Committee to consider, as well
as the role that management has contributed
to an effective process.

The framework provides the Audit
Committee with a mechanism to encourage
management to improve standardsina
number of key areas. These include ensuring
that information is presented with a culture
of right first time, that the quality of
management papers is high, that robust
internal systems and controls are maintained,
that the audit process is respected and
valued by the management team, and that
proposed audit adjustments are examined
seriously. The Committee believes that this
framework provides a robust process for
nmonitoring auditor effectiveness now, and
can be measured against the findings of
future external auditor effectiveness surveys.

For 2014/15 we tailored the approach to
the assessment process enabling senior
management to answer the detailed
questions on the Company-wide audit
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(including audit partner attendance
at a stock count), operations in nine
overseas countries (China, Hong Kong,
India, Turkey, Creece, Czech, France,
Netherlands and Ireland).

In addition, Deloitte have participated in
workshops on material and judgemental
areas prior to their first half year review.
The Company and Deloitte adopted a
collaborative approach throughout

the year, encouraging ongoing, open
communication on current matters as
and when they arose.

NON-AUDIT FEES

A robust auditor engagement policy
is in place and adhered to. It is
reviewed annually and disclosed on
marksandspencer.com/thecompany.

In the interest of transparency, last year
we highlighted that business forecasting
and planning indicated that fees for non-
audit work with Deloitte were likely to be
impacted by additional items, much of
which were a direct result of the transition
between audit firms.

process, and provide the Audit Committee
with sufficient detail to establish an informed
view on the overall efficiency, integrity and
effectiveness of the external audit.

Questionnaires were tailored to the
following target groups:

1. Chief Finance Officer and Director of
Group Financial Control A full questionnaire,
covering all areas of the audit process, was
completed based on the individual's close
knowledge of the audit process, their
interaction with the audit partner and

taking consideration of the questionnaire
completed by the Heads of Finance for Food,
CMand International.

2. Heads of Finance: Food, GM and
International Shorter questionnaire, focusing
on the audit team, planning, challenge and
interaction with the business.

3. Audit Committee A high level set of
questions with specific focus on the audit
partner, planning, execution, value,

Last year’s feedback identified:

Deloitte had provided several non-audit
services to the business prior to their
appointment and, although many of these
were complete by March 2014, some were
expected to run over into the 2014/15
financial year whilst they were tendered

to another firm. Where non-audit work is
performed by Deloitte, both the Company
and Deloitte ensure robust processes to
prevent auditor independence from being
compromised.

- The non-audit fees to audit fees ratio
for the year was 0.49:1. Of this £0.5m
related to services now transitioned
to other companies (overseas payroll,
accountancy and tax compliance
services and two other small one-off
projects).

- All non-audit work performed by Deloitte
was put to the Audit Committee for
consideration and approval, regardless
of size.

communication and challenge. The
Committee had access to copies of the
completed finance questionnaires (sections 1
and 2 above) to assist their considerations.

WHAT WAS THE OUTCOME?

Committee was only able to assess their
work up until the end of the financial period
and not the year end audit itself. However,
the period assessed included the interim
reporting cycle, providing Committee
members with early insight into the level of
challenge and scrutiny Deloitte provide.
Feedback highlighted:

— A good understanding of the business and
its values,

— Ateam that were robustly challenging,
whilst supportive on technical matters;and

— Ajoined up approach towards the
significant issues for discussion.

How has this been addressed?

The Committee Chairman was felt to have
greater visibility of the overall audit process
as a result of his one-to-one meetings with
the audit partner.

Time has been made available prior to
each Committee meeting for the Chairman
to update Committee members, where
necessary, on his discussions.

The survey itself contained a level of detail
regarding processes that the Committee
may not have or need visibility of.

The content of the survey has been
reviewed and updated. An overview of
the new process is provided above.

As thisis Deloifte’s first year \X/|thM&Sthe o
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AUDIT COMMITTEE UPDATES

The Committee receives a detailed update
from the business at each Committee meeting,
with one or more areas represented. Business
updatesare planned onarolling 12-month
basisandreviewed at every meeting. Some of
the 2014/15 updates are listed below:

ETHICAL SOURCING

including M&S standards and auditing.

— Discussed the monitoring process,
site rankings and escalation procedures
andimprovements made inthisarea.

— Received examples of high, medium
and low risk suppliers, noting those
that M&S works with.

— Updated ontraining and innovation,and
noted the introduction of new technologies
and methodologiesinthis area.

FOOD SUPPLIER TERMS AND
CONDITIONS REPORT

— Discussed the outcomeand
recommendations of the internalaudit into
Food Supplier Rebates, including the types
and mechanics of Food Supplierincome
and proposed improvements in the control
environment.

— Updated on the areas of greater potential
riskand opportunities foranassociated
higher level of risk-based monitoring.

— Discussed the importance of accounting
standards, controls and appropriate training.

INTERNATIONAL OPERATIONS

— Updated on therisks and mitigating'é‘ctionsm
to deliver the international strategy,
including effective supply of goods.

— Discussed the challenges facing the
International business including the
impact of the social-economicand
geopolitical climates.

— Updated on the international growth
strategy,including the franchise model, the
international controlenvironmentand the
performance of the India business model.

— Discussed the International food strategy,
fire,health &safety,and improvements
inbusiness continuity.

GM SOURCING

— Updated on the improvementsin
CM margin and sourcing strategy, key
drivers to delivering the target growth
in the plan,and key areas of risk.

= Updatéol ourG‘M ethiééltradiﬁg app}g)ach,
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— Updated on the key changes to the M&S
ways of working to deliver the margin
initiatives, including changes in supplier
models and a better buying model.

— Noted the risks and impact of external
factors and mitigating actions, including
currency volatility risk.

— Discussed ways of working with our GM
supply base and how this has changed
over time and key areas of change going
forward, including changein culture.

HEDGING POLICY

— Updated on the key areas relating to
transaction and translation exposure, the
associated level of exposure and specific
approaches to transactional hedging.

— Discussed the impact of currency
onoverseas franchise income.

— Updated on net asset hedgingand
approach, including risk appetite and
associated limits.

M&S.COM AND CASTLE DONINGTON
TION CENTRE RESILIENCE

pdated on Castle Donington business
continuity, including contingency options
and devising a plan for e-commerce
fulfilment.

— Discussed the Castle Donington
operating model, including planning
and forecasting models and resourcing,
and operating procedures.

— Updated on the M&S.com platform
resilience and noted that the resilience
solution for the M&S.com platform had
been embedded, but would be regularly
re-tested.

— Discussedthe recovery testingand
the process for evaluating and testing
management judgement for unplanned
recovery.

BUSINESS CONTINUITY

— Discussed the 2014/15 performance by
key incident areas and the benefits from
tracking incident data.

— Updated on progress made in the
International business, including legacy
joint venture countries and franchise.

— Discussed the current national threat
level, level of preparedness and key areas
forimprovement, including working with
our franchise partners.

— Discussed the strategy and focus for
2015/16 with the key areas of focus being
Castle Donington and International.

SIGNIFICANT ISSUES

The Audit Committee has assessed whether
suitable accounting policies have been
adopted and whether management has made
appropriate judgements and estimates.

Throughout the year, the finance team has
worked closely with Deloitte to ensure that
thebusinessis transparent and provides
the required level of disclosure regarding
significantissues considered by the
Committee inrelation to the financial
statements,as wellas how these issues
were addressed, whilst being mindful of
matters that may be business sensitive.

The main areas of judgement that have been
considered by the Committee to ensure that
appropriate rigour has been appliedare outlined
in this section. Allaccounting policies can be
foundinnote 1 on pages 94 to 97.Where
furtherinformation is providedinthe notes to
the financial statements, we have included the
note reference.

Each of the areas of judgement below has
beenidentifiedas anarea of focus and
therefore the Committee has also received
detailed reporting from Deloitte.

IMPAIRMENT OF GOODWILL,
BRANDS AND TANGIBLE ASSETS

The Committee has considered the
assessments madeinrelation to theimpairment
of goodwill, brands and tangible fixed assets,
including land and buildings and store assets.
The Committee received detailed reports
from management outlining the treatment of
impairments where we are committed to close
a store, valuation methodology, the basis for
key assumptions (discount rate and long-term
growthrate)andthe key drivers of the cash
flow forecasts. The Committee has challenged
management and s satisfied that these

are appropriate. The Committee has also
understood the sensitivity analysis used by
management in their review of goodwilland
brand impairment. In addition, the business
plans detailing management’s expectations
of future performance of the businesses are
Board approved. The Committeeis satisfied
that noimpairment of goodwill or brandis
required and appropriate impairment of
tangible assets has been recognised.

© See notes 14 and 15 on page 110-111

INVENTORY VALUATION
AND PROVISIONING

Inventory provisions include stockin transit,
obsolete stock, net realisable value below cost
and stock loss provisions. The Committee

has examined in detail management papers
outlining the judgements made regarding
provisioning for inventory balances andis
satisfied that a sufficiently robust process was
followed to confirm quantities of inventory
and that net realisable value of inventory
exceedsits costat yearend.




PRESENTATION OF THE
FINANCIAL STATEMENTS

The Committee gave consideration to the
presentation of the financial statements andin
particular the presentation of the Non-CAAP
measures inaccordance with the Group
accounting policy. This policy states that
adjustments are only made to reported profit
before tax where income and charges are
one-offin nature, significant,and distort the
Croup's underlying performance. Inthe
current year,management has included

profit on property disposal, one-off pension
credits, interest income on tax repayments,
restructuring costs, international store

review, fair value movement of embedded
derivatives, strategic programme costs and
the reductionin M&S Bankincome for the
impact of the financial product mis-selling
provision within this category. The Committee
has concluded that this presentationis
appropriate. @ See note 5 on p100

RETIREMENT BENEFITS

The Committee has reviewed the actuarial
assumptions such as discount rate, inflation
rate, expected return of scheme assetsand
mortality which determine the pension cost
and the UK defined benefit scheme valuation,
and has concluded that they are appropriate.
The assumptions have beendisclosedinthe
financial statements. @ See note 11 on p104

REVENUE RECOGNITION IN
RELATION TO REFUNDS, GIFT CARDS
AND LOYALTY SCHEMES

Revenue accruals for sales returns and
deferredincome inrelation 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 analysis of historical returns and
redemptionrates and has agreed with the
judgements reached by management.

SUPPLIER INCOME (NEW DISCLOSURE)

The Committee has considered the
assessment made by management over the
accounting for supplier rebate arrangements
and has been actively involved in reviewing
the Croup’s controlsin placeinthis area.

The Committee has reviewed in detail
management’s paper, which set out the
nature and value of these arrangements

and the timing of recognition in the financial
statements,along with the related Internal
Audit findings reported. The Committeeis
satisfied with management’s conclusion that
thereis norisk of material misstatement in the
currentand previous period. Inaddition,

the Committee decided to enhancethe
disclosures in relation to supplierincome by
publishing the accounting policy and disclosing
the effects of supplierincome on certain
balance sheet accounts.@ See note 17 on p112
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FAIR, BALANCED AND UNDERSTANDABLE

At the request of the Board, the Committee
has considered whether, in its opinion, the
2014/15 Annual Report and Financial
Statements is fair, balanced and
understandable, and whether it provides the
information necessary for shareholders to
assess the Group's performance, business
modeland strategy.

As the Chairman advised in his opening
statement, the structure of the report has
been updated this year to provide greater
focus on the key strategic messages inthe
Strategic Report. Therefore, it was important
for the Committee to ensure these changes
did not dilute the level of transparency

in disclosure that we know is useful for
stakeholders, and that the business
continued to provide a clear message that
was reflective of the Company as a whole.

A broad outline of the proposed changes

to the Annual Report was given to the
Committee early in the planning process,
along with a similarly broad indication of
content. The Committee received a full draft
of the report some two weeks prior to the
meeting at which it would be requested

to provide its final opinion. Feedback was
provided by the Committee in advance of
that meeting, highlighting any areas where
the Committee believed further clarity was
required. The draft report was then amended
to incorporate this feedback prior to being
tabled at the Audit Committee meeting for
final comment and approval.

The Committee was provided with a list of the
key messages included in the Annual Report,
highlighting which were positive and which
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 in the report.

\When forming its opinion, 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 bresented and has
any sensitive material been omitted that
should have been included?

— Is the reporting on the business segments
in the narrative reporting consistent with
those used for the financial reporting in
the financial statements?

— Are the key messages in the narrative
reflected in the financial reporting?

— Are the KPIs disclosed at an appropriate
level based on the financial reporting?

IS THE REPORT BALANCED?

— Isthere a good level of consistency
between the narrative reporting in the
front and the financial reportingin
the back of the report,and does the
messaging reflected in each remain
consistent when read independently
of each other?

— Is the Annual Report properly a document
for shareholders?

— Are the statutory and adjusted measures
explained clearly with appropriate
prominence?

— Are the key judgements referred toin
the narrative reporting and the significant
issues reported in this Audit Committee
Report consistent with the disclosures
of key estimation uncertainties and
critical judgements set out in the
financial statements?

— How do these compare with the risks that
Deloitte plan to include in their report?

IS THE REPORT UNDERSTANDABLE?

— Is there a clear and understandable
framework to the report?

— Are the important messages highlighted
appropriately throughout the document?

— Is the layout clear with good linkage
throughout ina manner that reflects
the whole story?

CONCLUSION

Following its review, the Committee was of
the opinion that the 2015 Annual Report
and Accounts is representative of the

year and presents a fair, balanced and
understandable overview, providing the
necessary information for shareholders to
assess the Group’s performance, business
model and strategy.

GOVERNANCE
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ASSURANCE AND INTERNAL CONTROL ENVIRONMENT

The Board assumes ultimate responsibility
for the effective management of risk across
the Group, determining its risk appetite and
tolerance as well as ensuring that each
business area implements appropriate internal
controls. The Group’s risk management
systems are designed to manage rather
than eliminate the risk of failure to achieve
business objectives, and can only provide
reasonable and not absolute assurance
against material misstatement or loss.

© See p23-25 of the Strategic Report for more
information on our material risks.

© See p44-45 for further information on our
risk management processes.

The key features of the Croup’s internal
control and risk management systems
that ensure the accuracy and reliability of
financial reporting include clearly defined
lines of accountability and delegation of
authority, policies and procedures that
cover financial planning and reporting,
preparing consolidated accounts, capital
expenditure, project governance and
information security, and the Group’s
Code of Ethics and Behaviours.

The Board has delegated responsibility

for reviewing the effectiveness of the
Croup’s systems of internal control to the
Audit Committee. This covers all material
controls including financial, operational and
compliance controls and risk management
systems. The Committee is supported by a
number of sources of internal assurance
from within the Group in order to complete
these reviews, in particular:

1. Internal Audit & Risk The Croup’s
primary source of internalassurance
remains delivery of the Internal Audit
Plan, whichis structured to align with the
Croup’s strategic priorities and key risks
andis developed by Internal Audit &

Risk with input fromm management.
Recommendations from Internal Audit &
Risk are communicated to the relevant
business area forimplementation of
appropriate corrective measures, with
results reported to the Committee.

2. Business Presentations Focusing primarily
on the key risks identified in the Croup Risk
Profile,management continues to provide
updates to the Committee onhow these

are managed in individual business areas.
These are complemented by independent
reviews conducted by Internal Audit & Risk.

3. Other control agencies Responsible for
maintaining controlover critical areas of
risk, the processes and controls of these
agencies are tested by Internal Audit &Risk
during relevant audits. An overview of these
agencies and the mannerin which they
provide assurance to the Committeeis
indicated inthe table below.

The Croup was compliant throughout

the year with the provisions of the UK
Corporate Governance Code relating to
internal controls and the FRC's revised
Turnbull Guidance on Internal Control.

No significant failings or weaknesses were
identified during the Committee’s review
in respect of the year ended 28 March 2015
and up to the date of this Annual Report.

Where the Committee identified areas
requiring improvement, processes are in
place to ensure that the necessary action
is taken and that progress is monitored.

Further details of these processes
can be found within our detailed
Corporate Governance Statement
which is available to view in the
Corporate Governance section of
marksandspencer.com/thecompany.

Andy Halford
Audit Commmittee Chairman

INTERNAL ASSURANCE FRAMEWORK

COMMITTEES
Fire,Health Plan A* Business
&Safety Continuity

ANNUAL UPDATE BY RELEVANT EXECUTIVE

REPORTS
Information i WhistleBlowing GSCOP Bribery Code
Security &Fraud : (Grocery Supplier : of Ethics
i Codeof Practice) :
ANNUAL PAPER

OTHER CONTROL AGENCIES

Food Safety &Integrity

Ethical Audits

Trading Safely &Legally

AUDIT TESTING BY INTERNAL AUDIT & RISK (AS APPROPRIATE)

* Reports directly to the Croup Board.

Existing direct
line of reporting

Formal updates

AUDIT
COMMITTEE

Updates as
requested/
appropriate
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ENGAGEMENT

STAKEHOLDER
~NCAGEMENT

ROBERT SWANNELL CHAIRMAN

As indicated earlier in this report, in 2014 we
refreshed our core business values as part
of our drive to ensure that our business is
fit for the future. These values, Inspiration,
Innovation, Integrity and In Touch, are not

in themselves entirely new to M&S; rather,
we have placed them at the heart of our
business as the essential behaviours
through which we aim to make everyday
life better for customers, employees and
investors alike. The latter of these four
values, In Touch, complements our attitude
towards engaging with our investors as we
believe that the foundation of our strong
relationship with them lies in regular, open
dialogue. Ensuring that we are in touch
means we are always available to discuss
particular areas of the business and to
address any concerns they might have.
This year, the business had over 566 contacts
with over 316 separately identifiable institutions
via one-to-one or group meetings hosted
by an executive director or our Investor
Relations team. Additionally, | hosted the
annual M&S Governance Event. Details for
this year’s event are provided in the box on
the right.

AMANDA MELLOR CROUP SECRETARY

We held an investor event in Paris, providing
an update on our International strategy,
and a seminar on the development of our
multi-channel capabilities. Presentations

at these events are made by directors or
senior managers and offer investors more
in-depth information on the progress being
made towards our strategic goals. No new,
material financial information is disclosed at
these events and no additional statements
are made regarding current trading
performance. The slides from the
presentations are available to view at
marksandspencer.com/thecompany.

To understand the views and opinions of
our private investors outside of the ACM,
we engage with a number of leading client
brokers who typically represent our private
shareholder base. For an independent
view, Makinson Cowell, the capital markets
advisory firm, continues to provide
guidance to our Investor Relations team
and undertake an annual audit of our
major investors' views on the Company’s
management and performance. The
results are presented to the Board.

In last year's report, | spoke of the
importance of maintaining our trusted
relationship with our shareholders and
outlined my role, as Company Secretary,

in engaging with stakeholders on a variety
of governance matters. These remain as
intrinsically important as ever and, over
the course of the year, | have again had
discussions with a number of investors and
representative bodies. | am also tasked with
safeguarding the important relationship
with our private investors, who are some of
our most loyal customers, and for whom
we have introduced a new loyalty scheme
this year in partnership with our registrar,
Equiniti. @ See more on page p128.

\We must also recognise that our unique
heritage positions us to engage more widely
beyond the traditional stakeholder group.
This is well illustrated by our acclaimed
Company Archive, which was relocated in
2012 to a purpose built facility within the
campus of the University of Leeds and
houses a collection of over 70,000 items
from the Company’s past. The facility’s
award-winning ‘Marks In Time’ exhibition
opens up our heritage to customers, schools
and the wider community:. It has received
thousands of visitors, including over 8,000

school pupils aged between 5 and 18, who
took part in a range of educational sessions.
Demand from schools is overwhelming and
is met by our Education Officer who works
with Heritage Ambassadors across our stores
to share the history of M&S, Plan Aand the
environment, with their local commmunity.
The archive’s education programme has
received the prestigious Sandford Award for
excellence in heritage education and Visit
England’s VAQAS award for the quality of its
visitor offer.

The relocation of the archive laid the
foundation for a broader partnership with
the University of Leeds, encouraging close
collaboration in areas ranging from design,
food technology and product innovation

to business management and law. The
partnership is also a fantastic medium
through which to articulate our values; for
example, we have worked with the University
to produce a free, online educational course
on innovation, which was a huge success
and reached almost 15,000 people. For my
part, | am proud to help strengthen this
partnership as a member of the University
Counciland to promote the importance of
ethical leadership as a visiting professor of
the University’s Ethics Centre.

M&S GOVERNANCE EVENT 2015

The M&S Covernance Event is a regular
fixture on the calendar and is hosted by

the Chairman, Robert Swannell Board
attendees for 2015 will be Vindi Banga
(Senior Independent Director and Chairman
of our Remuneration Committee), Andy
Halford (Chairman of our Audit Committee),
Martha Lane Fox (Non-Executive Director
and member of our Sustainable Retailer
Advisory Board) and Mike Barry (our
Director of Plan A).

Invitations are sent to our 30 largest
shareholders, representatives from the
influential investor advisory firms and
industry governance specialists. The event
is an opportunity to meet and discuss the
wide range of matters considered by the
Board, both during the year and going
forward. Presentations at the meeting
will focus on the following six areas:

The presentation will be available at
marksandspencer.com/thecompany.

AGM

The 2015 AGM will be held at Wembley
Stadium in London on Tuesday 7 July
at 11lam.

The Notice of Meeting sets out the
resolutions to be proposed and the
schedule for the day. A copy of the
Notice can be downloaded at
marksandspencer.com/thecompany.
The meeting will be webcast live and
a recording made available on our
website after the event.

GOVERNANCE

The Board and M&S'’s senior management
team will be available for shareholders
to speak to before the meeting.

Robert Swannell and the Chairs of our
Committees will be available to answer
shareholders’ questions during the
formal proceedings of the meeting.

The AGM in 2014 was well attended

and all of the proposed resolutions
were passed, with the percentage of the
Company’s share capital voted in favour
of each ranging from 88.25% to 99.99%.

@ See Shareholder information on p127
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REMUNERATION

OVERVIEW

long-term priorities.

Our remuneration framework is designed
to ensure M&S is run with the skills and
expertise necessary to deliver our

VINDI BANGA CHAIRMAN OF THE REMUNERATION COMMITTEE

On behalf of the Board, lam pleased to
present our Remuneration Report for
2014/15, my first as the Chairman of the
Remuneration Committee. Following the
new reporting regulations adopted last year,
this reportis split into two distinct sections.
Although we are not required to include the
policy report approved by shareholders
last year, the Committee has decided to
continue to do so in order to maintain full,
transparent reporting. For easy reference,
we have included a ‘summary’ of the
remuneration policy on pages 54 to 60.
Information on the policy since its approval
last yearis shown on pages 60and 61.

Ourremuneration framework is designed to
support and drive our strategy,and ensure
our business is run by high-quality leaders
with the skills and expertise necessary to
deliver our long-term business priorities.

The Committee made good progress
against the action planit set itself last year.
As planned, the Committee reviewed and
retendered the independent external
advisers to the Committee following the
appointment of Deloitte as the Company’s
auditor. After an extensive process, PwC
was appointed to advise the Committee.

REMUNERATION REVIEW AND
PROPOSED AMENDMENTS

This year,and with PwC’s support, we
undertook a thorough review of the current
executive remuneration framework and
targets to ensure they remained aligned
with the strategic business priorities and
were balanced against the Company-wide
remuneration offering. The Committee
was particularly keen to ensure that the
incentive arrangements remained
sufficiently motivating for management to
deliver while encouraging the behaviours,
values and ethics which underpin Fit for the
Future and the way we do business at M&S.

The timing of this review was also linked to
our requirement to renew our existing share
plans,as outlined last year. The Committee
has reviewed the Plan rules and framework,
along with changes in market practice and
feedback from stakeholders. Overall, the
Committee concluded that while the
structure of the framework remains
appropriate, itis time to refresh some
elements within the Performance Share
Planin order to provide an even clearer fit
with the business's current strategic
priorities, following four years of intensive
investment and transformation. The Plan
will continue to retain the metrics of EPS
and ROCE and their associated weightings
of 50% and 20% respectively.

The financial strategic scorecard element
willretain targets for Internationaland
M&S.com sales as before as we continue to
grow these areas of the business, but will
now include targets for two key business
priorities of GM gross margin growth and
the delivery of free cash flow, as set outin
the Company’s key performance indicators.
While these amendments are within the
parameters of the remuneration policy
approved by shareholders at last year’s
ACM, we value the views of, and input from,
our shareholders and therefore consulted
with them on the proposed amendments
and associated targets for the 2015/16
awards. As aresult, we believe the proposed
changes and targets are timely and
appropriate and will ensure the awards
remain stretching but motivating for the
senior management team.

CLAWBACK

In updating the associated planrules, the
Committee has also taken the opportunity
tointroduce clawback in line with updated
UK corporate governance guidance.
Clawback provisions willapply to any

bonus awardsin 2016 and beyond and
under any of the Company’s executive share
schemes from 2015 onwards. Details of this
are provided on page 60.

Salary review

Executive director salaries were reviewed
anddiscussed by the Committee during
the year. The Committee took into account
the salary review applicable for the rest of
the organisation and directors’individual
performance when assessing the
appropriateness of any increase. The
Committee was also mindfulthat the
executive directors had requested not to
receive anincrease last year,despite a 2%
average pay review for the business. Further,
the annualsalary review date has been
moved from January to July to fit better
with the annual performance cycle. Inline
with previous years, Marc Bolland has again,
at his own request, not received anincrease.
He has not received a salary increase since
his appointment in 2010. The highest
increase has been awarded to Steve Rowe
in recognition of his strong performance
over the period. However, while thereis
some variationin salary increase across the
executive directors, the resulting average
salary increase awarded to the executive
directorsasagroupisinline with the rest

of the organisation and the market median
forthe same period since the last review.
Further details of the directors’salary
increases are shown on page 63.

Our new Chief Finance Officer, Helen Weir
joined the Board on 1 April, after our year
end on 28 March,and was not eligible for
this salary review. We provide full details

of her recruitment arrangement and future
pay onpage 73.
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Performance-related payments

The Committee alsoreviewed the
performance of both the business and each
directoragainst targets set at the beginning
of the year for the Annual Bonus Scheme.
This year, the business metits corporate
Profit Before Tax (PBT) target and a bonus
was paid across the organisation.

The bonus payments outlined on page 64
reflect both the delivery against corporate
or business area targets and the progress
made by each director against their specific
individual objectives. Underlying Croup
PBT at £661.2m was above the minimum
threshold of £650m at which level payments
against financial targets were triggered

for directors. Performance against the
Company’s overall Plan Atargets was also
takeninto consideration by the Committee
in determining the resulting outturn for
each director. The Committee undertook a
rigorous review of the achievement against
financialand individual objectives to ensure
the level of bonus payment was appropriate
and fair given the overall business
performance. The highest bonus payment
was made to Steve Rowe, Executive
Director, Food at ¢.60% of maximum bonus
opportunity reflecting strong performance
inthe Food business. The other bonus
payments range from 18% to around 30%
of maximum.

The Performance Share Plan awards
grantedin 2012 were measured for the
three-year period up to 28 March 2015
against challenging Earnings per Share
(EPS), Return on Capital Employed (ROCE)
andRevenue targets. As a result of
performance against these targets,
executive directors willreceive only 4.7%
of the originalaward when it vests in 2015.

This level of vesting reflects delivery against

ROCE targets;all other targets were not met.

Further details are shown on page 66.

SHAREHOLDER CONSULTATION

We remain committed to reporting openly
the details of our executive director pay
arrangements. Following constructive
shareholder feedback, we are providing
further disclosure around our bonus
targets this year. We will continue to
maintain a dialogue with investors
regarding our disclosures to ensure we
clearly communicate our arrangements
as faras possible without it impacting
our commerciality.

REMUNERATION COMMITTEE

Together with the rest of the Board, | look
forward to hearing your views on our
remuneration arrangements and willbe
available to answer any questions you
may have at the ACM.

Vi %‘3'3“
_—

Vindi Banga
Chairman of the Remuneration Committee

The following independent non-executive directors were members of the Committee

during 2014/15:

MEMBER MAXIMUM NUMBER OF % OF
i I
MEMBER MEETINGS
Vindi Banga 1 September 2011 .
(Chairman since 9
8July 2014) %
......... . . . . . 3 x
Robert Swannell' 1 March 2015 1 1 100 3
(6]
Miranda Curtis 1 February 2012 5 5 100
Jan du Plessis 8 September 2009 4 3 75

Although there were no Committee meetings during this time, Steven ensured a smooth handover process and participated
ininvestor consultations.

Andy Halford was a member of the Remuneration Committee from 1 May 2014 to 19 June 2014, attending the maximum
possible one meeting during this time.

1. Robert Swannellattended Committee meetings by invitation prior to his appointment to the Committee on 1 March 2015.



REMUNERAT

This report sets out the Company’s policy
onremuneration for executive and non-
executive directors,and was approved by
shareholders at the AGM on 8 July 2014.
The policy remains unchanged from that
disclosed in recent financial years. It took
effect from 8 July 2014 and may operate
forup tothreeyears.

The Committee has therefore builtina
degree of flexibility to ensure the practical
application of the policy over this period.
Where such discretionis reserved, the
extent to which it may be appliedis
described.

The Company’s policy remains to attract,
retainand motivateits leaders and ensure
they are focused on delivering business
priorities within a framework designed to
promote the long-term success of M&S,
aligned with shareholder interests.

The directors remuneration policy has
beenrepublished onpages 54 to 60 with
no alterations, with the exception of the

remuneration illustrations which have been
updatedto accurately reflect the directors’

remuneration for 2015/16 (see page 61).1n

addition, further information regarding the

implementation of this policy which does
not require shareholder approvalis set out
on page 60.
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EXECUTIVE DIRECTORS’ REMUNERATION POLICY (AS APPROVED ON 8 JULY 2014)

ON POLICY

FIGURE 1: EXECUTIVE DIRECTORS’ REMUNERATION POLICY TABLE

Base salary

Benefits

PURPOSE Toattract, retainand motivate To provide market competitive benefits
AND LINK high calibre executives needed which drive employee engagement and
TO STRATEGY to deliver our strategy and drive commitmentin our business.
business performance.
OPERATION — Payablein cash. —> Directors are eligible to receive
— Reviewedannually by the benefitsin line with our policies
Committee consideringanumber which may include:
of factors, including: - Acaror cashallowance;
- Salaryincreases awarded to - Adriver;and
other employeesinthe wider - Lifeassurance.
workforce;and — Where appropriate, our Global/
- Comparable salariesin Domestic Mobility Policy may
appropriate comparator groups apply. This may include, but not be
(e.g.major retailers, our peer limited to travel, relocationand tax
group of FTSE 25-75 companies equalisation allowances.
etc). - Allemployees,including directors,
—> Salaries reflect the experience, are also offered a number of other
responsibility and contribution benefits such as employee discount
of theindividualandrole within and salary sacrifice schemes such as
the Group. Cycle2Work.
—> Salaries forallemployees are — Directorsare able to participateina
typically reviewed annually on Save As You Earn Scheme and/or a
a similar basis. ShareIncentive Planandany other
all-employee share schemes onthe
sametermsas other employees.
MAXIMUM — Whilst there is no set maximum, — Whilst there is no set maximum, any
OPPORTUNITY anyincreasesare normallyin line benefits willbe provided at arate
with those in the wider workforce. commensurate with the market.
— Individualadjustments in excess — Maximum participationinall-
of this may be made outside of employee share schemesisinline
this cycle at the discretion of the with local statutory limits.
Committee, where appropriate.
Such circumstances caninclude:
- Wheretherole scope has
changed;
~ Where comparable salaries
inthe external market have
changed;or
— Toapply salary progression for
newly appointed directors.
PERFORMANCE N/A N/A

CONDITIONS
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Pension benefits

Toattract andretain

high calibre executives
througha commitment
toresponsible, secure
retirement fundinginline
with our Company values.

Annual Bonus Scheme including Deferred
Share Bonus Plan (DSBP)

To drive annual profitability, strategic change and individual
performancein line with our business plan.

To recognise and reward individual contributions to the way
we do business.

The deferralinto shares provides alignment with shareholders’
long-term interests following the successful delivery of
short-term targets.

Performance Share Plan
(PSP)

Measured against the key financial drivers
of our business plan to deliver sustainable
value creation.

To encourage long-term shareholding to
retain directors,and provide greater alignment
with shareholders’interests.

— Directors may participate

in the Your M&S

Pension Saving Plan (a
defined contribution
arrangement) or receive

acash supplementin lieu
of pension contributions

into this scheme.

— Directorswhoare
members of the Marks
&Spencer UK Pension
Scheme (a defined
benefitarrangement,
closed tonew entrants)
willaccrue benefits
under that scheme.

— Amaximum of 25% of

— Directors are eligible to participate in this non-contractual,
discretionary Scheme.

- Payments are made subject to the satisfaction of predetermined
targets set at the start of the year,as approved by the Committee.

= Not less than 50% of any bonus earned is paid in deferred shares
under the DSBP, with the remainder payable in cash.

— Deferred shares vest after a period of three years subject to
continued service, but no further performance conditions.

—> Malus provisions, good leaver and change of control provisions
apply to the deferred shares (see page 58).

= The value of any dividends during the deferred period will be
payable (see the explanatory notes on page 56).

— The Committee retains the right to exercise discretion, both
upwards and downwards, to ensure that the level of award payable
is appropriate andfair inthe context of the director’s individual
performance and the Company’s overall performance. Where
exercised, the rationale for this discretion will be fully disclosed to
shareholdersinthe subsequent Annual Report.

— Allemployees are eligible to participate ina bonus scheme
measured against Group financial/local targets and/or individual
performance. For the most senior managers, part of the bonus
earned is paid in deferred shares under the DSBP.

= The Company’s principal long-termincentive
scheme, first approved by shareholders
in 2005.

— Directors are eligible to participate in this
non-contractual, discretionary Plan.

> Directors may receive an annualaward
which vests after three years subject to
predetermined performance conditions.

> Malus provisions, good leaver and change of
control provisions apply (see page 58).

— The value of any dividends during the vesting
period willbe payable (see the explanatory
notes on page 56).

— Asignificant proportion of the most senior
managers may be invited to participate in
the PSP, on similar terms as the executive
directors.

— Amaximum annual potential of up to 200% of salary.

— The maximum value of shares (at grant) which

salary for executive can be made under an award to an individual
directors or 30% of salary inrespect of afinancial yearis 300% of salary.
forthe CEO.

N/A - Quantifiable one-year performance measures and targets are - Performance is measured over a three-year

set by the Committee around financialand individual objectives
linked with the sustainable delivery of our business plan.

> Financial performance measures comprise at least 50% of awards
and may include, but not be limited to, Underlying Croup Profit
Before Tax (PBT).

- Typically, no payment for individual objectives can be earned
unlessa ‘threshold’ level of PBT has been achieved. This threshold
levelis set by the Committee taking into account the previous
year’s performance and the business operating plan for the
current year.

— Forthreshold performance, up to 40% of maximum bonus
potentialmay be payable for the achievement of individual
objectives.

period against a balanced scorecard of
financial measures which currently include
Revenue, Earnings Per Share (EPS) and Return
on Capital Employed (ROCE) chosen as those
measures which support and drive top-line
and bottom-line performancein line with
business strategy.

— The measures are currently weighted
towards EPS.

— Thethreshold level of vesting is 20% of the
maximum.

— For performance between threshold and
maximum, awards vest on a straight-line
basis.

GOVERNANCE
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EXECUTIVE DIRECTORS’ REMUNERATION POLICY CONTINUED

FICURE 2: POLICY TABLE

Executive directors may be in receipt of
awards under share plans outside of the
current remuneration framework detailed
on pages 54 to 55; these may have been

awarded upon recruitment or prior to their
appointment as an executive director.
While awards under these plans do not
form part of an executive director’s annual

remuneration, for transparency, details of
the plansare set out inthe table below.

PURPOSE AND OPERATION MAXIMUM PERFORMANCE

LINK TO STRATEGY OPPORTUNITY CONDITIONS
Restricted Toenablethe — Restricted awards may be granted for the = Whilst thereis no — The Committee may
Share Plan recruitment of key recruitment of directors. maximum setin the choose toapply no

directorswhoare - Awards vest after arestricted period, which rules, the Committee formal performance

(RSP)

necessary to the delivery
of business strategy.

canvary by award but is typically between
oneandthreeyears.

= Malus provisions, good leaver and change of
control provisions apply (see page 58).

— The value of any dividends during the
restricted period will be payable (see
explanatory notes below).

considers the scale
and structure

conditions save for
continued service.

of awardsonan
individual basis.

Executive
Share
Option
Scheme
(ESOS)

Measured against

the key drivers of our
business planto deliver
sustainable value
creation.

To encourage long-term
shareholding toretain
directors,and provide
greateralignment with
shareholders’interests.

— Approved by shareholders and HMRC in
2005, the Committee may choose to award
share options to directors ifappropriate.

— Malus provisions, good leaver and change of
control provisions apply (see page 58).

> Options are normally exercised between
the thirdand tenth anniversaries of
grant, subject to the achievement of
any performance conditions set by the
Committee.

— Awards are capped

— Awards vest subject

at 250% of salaryin toat least three-
respect of any financial year predetermined
year of the Company performance
butinrecruitment conditions.

circumstances awards
may be granteduptoa
higher limit of 400% of
salary.

EXPLANATORY NOTES

Laura Wade-Cery has unexercised RSP
awards which were made in connection
with her appointment to compensate her
forincentive awards that were forfeited on
cessation from her previous employer.

Steve Rowe has unexercised ESOS awards
which were made prior to his appointment
as executive director.

The Committeereserves theright to

make any remuneration payments
notwithstanding that they are notin line
with the policy set out above where

the terms of the payment were agreed

(i) before this policy wasinforce or (ii)at a
time when therelevantindividual was not a
director of the Company and, in the opinion
of the Committee, the payment was not in
consideration of the individual becoming a
director of the Company.

For these purposes, payments include the
Committee satisfying awards of variable
remuneration and, in relation to an award
over shares, the terms of the payment are
agreed at the time the awardis granted.

Awards granted under the PSP, DSBP and
RSP can be made in the form of conditional
share awards, forfeitable shares, options

or rights with the same economic effect.
Inaddition, awards may be settledin cash.

Awards may incorporate the right to receive

(in cash or shares) the value of dividends,
including any dividend tax credit, between
grant and vesting on the shares that vest.
This amount may be calculated on
acumulative basis,assuming the
reinvestment of dividends into shares.

Inthe event of a variation of the Company’s
share capital ora demerger, special dividend
or other event which in the Committee’s
opinion may affect the price of shares, the
Committee may alter the terms of awards
and the number of shares subject to them.
The terms of awards may be amendedin
accordance with the relevant planrules
(whichinthe case of the PSP and the

ESOS were approved by shareholders

on 13 July 2005).

Any performance conditions applicable to
PSP and ESOS awards may be amended by
the Committeeif an event occurs which
causes it to consider that the performance
condition would not achieve its original
purpose and the amended performance
conditioniis, in the opinion of the
Committee, no less difficult to satisfy

but for the eventin question.
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RECRUITMENT POLICY

The table below sets out the Company’s
policy on the recruitment of new executive
directors. Similar considerations may also
apply where a director is promoted within
the Board.

FIGURE 3: RECRUITMENT POLICY

In addition, the Committee in exceptional
circumstances has discretion to include any
other remuneration component or award
which it feels is appropriate, taking into
account the specific circumstances of the
individual, subject to the limit on variable
remuneration set out below. The rationale
forany such component would be

appropriately disclosed. For example, for
internal promotionalappointments to the
Board, the Committee would honour any
pre-existing contractual remuneration
arrangements; these arrangements

may be outside of the policy detailed
onpages 54 to 55.

RECRUITMENT
POLICY

Salary

- The Committee will take into consideration a number of factors including the current pay for other executive directors,
externalmarket forces, skills and current level of pay at the previous employer in determining the pay on recruitment.

— Fornew appointments to the Board, the Committee may set the rate of pay at the lower end of the rate for other directors
with the intention of applying staged increases.

— The Committee will offer a package whichis setin line with our policy to appropriately reflect the circumstances of the individual.

Pension
benefits

- Maximum contributionin line with our policy for executive directors.

Annual
Bonus
Scheme

executive directors.

—> Eligible to take part in the Annual Bonus Scheme with a maximum bonus of 200% of salary in line with our policy for

- Anaward of up to 300% of salary in line with our policy for executive directors.

Buy-out
awards

- Where anindividual forfeits outstanding variable pay opportunities or contractual rights at a previous employer as a result
of appointment, the Committee may offer compensatory payments or buy-out awards, dependent on the individual
circumstances of recruitment, determined on a case-by-case basis.

- The Committee inits judgement normally intends that any such awards are made on a like-for-like basis and considers
issues such as the plan type, time horizons and valuation of the forfeited awards. The Committee’s intention would be to
ensure that the value awarded will be no greater than the value forfeited by the individual.

- Where appropriate, the Committee may choose to apply performance conditions to any of these awards.

SERVICE CONTRACTS

TERMINATION POLICY

Itis the Company’s policy that all executive
directors have rolling service contracts
that can be terminated by the Company
giving 12 months’ notice and the employee
giving sixmonths' notice. The directors’
service contracts are available for
shareholder inspection at the Company’s
registered office.

The Company may terminate the contract
of any executive director summarily in
accordance with the terms of their service
agreement, on payment in lieu of notice of
asum equalto salary, benefits and pension
as per their contractual notice entitlement
(seepage 73).

The Company can make a series of phased
payments which are paid in monthly
instalments and subject to mitigation.
This mechanism allows for the amount of
any phased payments to bereduced by
theincome from any alternative position
secured by the former director during the
phased payments period.

Service agreements may be terminated
without notice and without any payments
in certain circumstances, such as gross
misconduct. The Company may require the
individual to work during their notice period,
or may choose to place the individual on
garden leave. Such a decision would be
made to ensure the protection of the
Company’s and shareholders’interests
where the individual has had access to
commercially sensitive information.

The table overleaf sets out key provisions
for directors leaving the Company under
their service contracts and the incentive
planrules.

GOVERNANCE
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EXECUTIVE DIRECTORS’ REMUNERATION POLICY CONTINUED

FICURE 4:KEY PROVISIONS UPON CONTRACT TERMINATION

TERMINATION
POLICY

Salary, benefits
and pension
benefits

Payment will be made up to the termination date in line with relevant contractual notice periods.

Annual Bonus
Scheme

Thereis no contractual entitlement to annual bonus. Should a director be under notice or not in active service at either the
relevant year end or on the date of payment, awards (including any outstanding unvested deferred bonus shares) may lapse.
The Committee may useits discretion as described below to make a bonus award, which is normally prorated for time and based
on performance assessed at the end of the bonus period.

Long-term
incentive
awards

Where a director ceases to be an officer or employee of the Group before the end of the relevant period, the treatment of outstanding
awards is determinedinaccordance with the plan rules.

In some circumstances, where a director leaves due to retirement, injury, ill-health, death or the sale of the director’s employing
company or business out of the Group, or any other reason at the discretion of the Committee and inaccordance with the planrules,
DSBP awards normally vest in full on cessation; PSP and ESOS awards which have been held for at least 12 months normally vest
when the level of performance has been assessed and agreed at the end of the three-year performance period. The Committee
may determine these awards vest upon cessation as permittedin the planrules.In either circumstance, any relevant performance
conditions would stillapply to the PSP and ESOS awards and, unless the Committee determines otherwise, would be time prorated.

Repatriation

Where a director has been recruited to the Company from overseas, the Company may pay for repatriation.

Legal
expenses and
outplacement

The Company may reimburse for reasonable legal fees in the event a director leaves by mutual consent. It may also pay for
professional outplacement services in these circumstances.

The Company’s policy toward exit payments
allows for a variety of circumstances
whereby a director may leave the business.
In some cases, where deemed suitable, the
Committeereserves the right to determine
exit payments, where the director leaves

by mutualagreement. Inall circumstances,
the Committee does not intend to reward
failure’and will make decisions based on the
individual circumstances. The Committee’s
objectiveis that any such agreements are
determined onanindividual basis and are
inthe best interests of the Company and
shareholders at that time,and reflect the
director’s contractualand other legal rights.

CORPORATE EVENTS

Inthe event of a change of controlor
winding-up of the Company, unvested share
awards willnormally vest on the date that
the Board notifies participants of such an
event. The number of shares which may

vest under awards in these circumstances
willbe subject to any relevant performance
conditions and, in the case of PSP awards,
unless the Committee determines
otherwise, time prorating.

Inthe event of a demerger, special dividend
or other event which, in the opinion of the
Committee affects the price of shares, the
Committee may allow some orallof an
award to vest.

MALUS PROVISIONS

Allshare awards grantedin 2013 onwards
are subject to malus provisions. These
provisions allow the Committee,inits
absolute discretion, to determine at any
time prior to the vesting of an award to
reduce the number of shares, cancelan
award orimpose further conditions on
anaward in circumstances which the
Committee considers such action to be
appropriate. Such circumstances may
include, but not be limited to,a material
misstatement of the Company’s
auditedresults.

CONSIDERATION OF WIDER
WORKFORCE PAY

The Committee monitors and reviews the
effectiveness of the senior remuneration
policy and has regard to itsimpact and
compatibility with remuneration policies
in the wider workforce.

The Committee s provided throughout
the year with information detailing pay in
the wider workforce which gives additional
context for the Committee to make
informed decisions. The Director of
Human Resources 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 review in line
with these arrangements.

The Director of Human Resources consults
onallexecutive director bonus objectives
and advises the Committee onhow,and the
extent to which, these may be cascaded
throughout the Company.Inapproving

the budget for the annualbonus, the
Committee 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.

The Committee also receives updates ona
variety of employee engagement initiatives
which form part of our normalemployee
engagement practices. The annual Your
Say’employee survey asks employees
about the fairness and reasonableness of
employee pay and benefits. Any comments
made through this survey or through

our network of elected employee
representatives via our Business
Involvement Groups are taken into account.
The Head of Reward & Global Mobility
annually provides these employee
representatives with an explanation of the
Company’s reward principles and director
pay arrangements during the year,and is
available to answer questions at this time.
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CONSIDERATION OF
SHAREHOLDER VIEWS

The Committee is committed toan
open andtransparent dialogue with its
shareholders on theissue of executive
remuneration. Where appropriate, the
Committee will actively engage with
shareholders and shareholder
representative bodies, seeking views
which may be taken into account when
making any decisions about changes to
the directors’ remuneration policy.

The Committee seeks the views of the
largest shareholders when considering
making any significant changes to the
remuneration policy; this may be done
annually or onanad hoc basis, dependent
upon theissue. The Committee annually
engages inaprocess of investor
consultation, whichis typically in written
format, but may be through face-to-face
meetings etc, if considered useful. The
Committee Chairmanis available to answer
questions at the Annual General Meeting
(ACM)andthe answers to specific questions
are posted on our website.

As part of our socially responsible reporting
strategy,an annualmeetingis held and

the consideration of views on a variety of
topics, including executive pay, is taken

into account.

During the year, the Committee consulted
with shareholders regarding the minor
amendments made to the implementation
policy as detailed on page 76.

NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY (AS APPROVED ON 8 JULY 2014)

Policy table The table below sets out our policy for the operation of non-executive director fees and benefits at the Company.

FIGURE 5:NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY TABLE

Element Chairman’s Non-executive Additional Benefits

fees director basic fee fees

PURPOSE To provide afairfeeata To provide afair basic feeata To provide compensation To facilitate the execution of

AND LINKTO levelthat attractsand rate that attracts and retains to non-executive directors responsibilities and duties

SIRAIECY retains a high-calibre high-calibre non-executive taking on additional Board required by therole.

Chairman. directors. responsibility.

OPERATION — Paidin equalmonthly > Feesare paidin equal — Additional fees are paid —~ Inaddition to the annual
instalments; may be monthly instalments for extraresponsibilities fee,the Chairmanis
made in cash and/or and may be madein undertaken by non- entitled to the use of
shares. cashand/or shares. executive directors for the acaranddriver.

— Feesaredetermined — Fees are determined role of Board Chairman, a = Inline with other
by the Remuneration by the Chairmanand Committee Chairman or employees, the

Committee.
— Feesreflectthe

executive directors.

— Thefee levelrecognises

the Senior Independent
Directorrole.

Chairmanandnon-
executive directors

w
time commitment, the scope of therole receive employee %
demands and and time commitment product discount. §
responsibility of the required. No other benefitsare G
role. — Reviewed annually provided. c>>

> Reviewed annually, taking intoaccount > The Chairmanand o

takinginto account market practice non-executive

market practice inappropriate directors donot
inappropriate comparator groups participatein pension
comparator groups, (e.g.major retailers, our or performance-related
e.g.major retailers, our peer group of FTSE 25- schemes.

peer group of FTSE 75 companies, etc).

25-75 companies, etc.

= The maximum

aggregate fees for non-

executive directors,

including the Chairman,

is £750,000 p.a., as set
outinthe Company’s
Articles of Association.




60
MARKS AND SPENCER GROUP PLC
DIRECTORS’ REPORT: GOVERNANCE

REMUNERATION POLICY
CONTINUED

NON-EXECUTIVE DIRECTORS’ REMUNERATION POLICY CONTINUED

FICURE 6:RECRUITMENT POLICY

The table opposite sets out the recruitment
policy for non-executive directors.

AGREEMENTS FOR SERVICE

Allnon-executive directors, including the
Chairman, have an agreement for service
foraninitial three-year term;these are
available for shareholderinspectionat the
Company’s registered office. The Chairman
has an agreement for service which requires
six months' notice by either party. Non-
executive directors’ service agreements
may be terminated by either party giving
three months notice. In line with the UK
Corporate Governance Code, all non-
executive directors are subject to annual
re-election by shareholders at our ACM.

RECRUITMENT
POLICY

The Committee takes into account a number of factors when determining
anappropriate fee level for the Chairman. The CEO and executive directors
determine appropriate fee levels for the non-executive directors. This
considerationincludes the time commitment and responsibility of the
individualrole and market practice in appropriate comparator groups.

Benefits

as detailed on page 59.

The Company may offer benefits to the Chairman set in line with our policy

INFORMATION ON REMUNERATION POLICY SINCE APPROVAL

Since the approval of the remuneration
policy at the AGM held on 8 July 2014,
anumber of changes concerning the
implementation of the approved policy
have been made. These amendments do
not require prior shareholder approval
and do not change the current approved
remuneration policy.

PERFORMANCE SHARE PLAN/
EXECUTIVE SHARE OPTION SCHEME

The Company’s Performance Share Plan
(PSP)and Executive Share Option Scheme
(ESOS) were first approved by shareholders
in 2005. As such, they are due to expirein
2015 and will be updated with replacement
plans if approved by shareholders at the
2015 ACM. The terms of the proposed new
plansare principally in line with those of
the 2005 Plans and are fully in line with the
policy approved by shareholders at the
2014 ACM. Further details of the proposed
replacement plans are set outin the
Notice of Meetingand on page 67.

CLAWBACK PROVISIONS

M&S is committed to ensuring its
remuneration arrangements motivate
participants to strive for exceptional
performance whilst also protecting
shareholder value from the Company
taking unnecessary risks.In line with
updated guidance in the UK Corporate
Governance Code, clawback provisions will
beintroduced as part of the replacement
share schemerules at the 2015 AGM. Upon
introduction, these clawback provisions will
apply to payments made under the 2015/16
Annual Bonus Scheme and any future
bonus schemes operated by M&S. Awards
made under any of the Company’s other
executive share schemes (including the
Performance Share Plan)in 2015 and
onwards will similarly be subject to clawback
provisions. These provisions enable the
Committee, inits absolute discretion, to
reclaim awards paid to individuals for up to
three years after the respective vesting or
payment date (or up to two years in the case
of PSP awards) where specified events occur.

The specified events include gross
misconduct or where a material
misstatement of the Company’s financial
statements has occurred. Clawback may be
effected,among other means, by requiring
the transfer of shares, payment of cash, or
reduction of awards.

Alloutstanding share awards made since
2013 will continue to be subject tothe
malus provisions which were introduced
at that time and as reported on page 58
of thisreport. These malus provisions will
berenewed as part of the replacement
shareplanrules.

UNVESTED AWARDS UNDER
RESTRICTED SHARE PLAN AND
EXECUTIVE SHARE OPTION SCHEME

As shown on page 56, Laura Wade-Gery and
Steve Rowe had unexercised Restricted
Share Plan and Executive Share Option
Scheme awards respectively, whenthe
remuneration policy was first implemented.
Inboth instances, these outstanding awards
have now been exercised during the year.
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APPLICATION OF THE REMUNERATION POLICY

The charts below provide anillustration These charts are illustrative as the actual to 2017/18 (for the PSP),as well as share price

of what could be received by each of the value which will ultimately be received will performance to the date of the vesting of

executive directorsin 2015/16. depend on business performancein the the share element of the bonus scheme
year 2015/16 (for the cash element of the and PSP awards in 2018.

bonus scheme)and inthe three-year period

FIGURE 7:REMUNERATION ILLUSTRATIONS

DIRECTOR KEY ASSUMPTIONS
. ‘ Fixed remuneration
Marc Bolland Patrick Bousquet-Chavanne Includes allelements of fixed
£000 £000 remuneration:
£5,674 - Basesalary (effective 1 July 2015,
6,000

6,000 as showninthe table onpage 63);

— Pension benefits (using the salary
supplement policy on pages 54

4,000 £3176 to55);and

4,000

- Benefits (using the value for 2014/15
includedin the single figure table
onpage 62. For Helen Weir, the
average value of benefits of the other
executive directors has been used
for the purpose of this calculation.

£1,287

(o] Fixed Target Maximum Target Maximum

John Dixon Steve Rowe . Annual Bonus Scheme (ABS)

£000 £000 Represents the potential value of the
annualbonus for 2015/16. Half of any
bonus would be deferredinto shares

6,000 6,000 for three years and thisis included in
the value shown.No share price growth
isassumed.

4,000 £3,544

£3,244 ‘ PSP

PSP represents the potential value of
the PSP to be awardedin 2015, which
would vest in 2018 subject to the
performance against the targets
disclosed on page 67.No share price
growthisassumed.

£1,708

£1,573

(o] Fixed Target Maximum 0o Fixed Target Maximum
w
BASIS OF CALCULATIONS 9
<
A Fixed Fixed remuneration only.No vesting z
Helen Weir Laura Wade-Gery under the Annual Bonus Scheme g
£000 £000 and PSP 8

Target Includes the following assumptions
6,000 6,000

forthe vesting of the incentive
components of the package:
- AnnualBonus Scheme: 50% of
4,000 £3,421 4,000 £3,202 maximum;and

—PSP: 20% of maximum.
Maximum Includes the following assumptions

for the vesting of the incentive
components of the package:

£1,651
2,000

—Annual Bonus Scheme: 100%
of maximum;and

—PSP: 100% of maximum.

(o] Fixed Target Maximum Maximum
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EXECUTIVE DIRECTORS’ REMUNERATION

The Remuneration Committee annually the 2014/15 incentive schemes and how Looking ahead, for 2015/16, the executive
reviews the senior remuneration framework  these align with the key performance directors’incentive arrangements will

and considers whether the existingincentive  indicators detailed on pages 14-15. As include objectives against free cash flow,
arrangements remain strongly challenging shown, there is a strong linkage between CM UK LFL sales, GM gross margin, M&S.com
inthe context of the business strategy, the key performance indicators which sales growth and International sales and
current external guidelines and a range of areintegratedin the directors’incentive operating profit. Further details are set out
internal factors including the remuneration schemes. This ensures that directors are onpages 65and 67.

policy and pay arrangements throughout clearly aligned and motivated to deliver

therest of the organisation. The table below  the strategy.
shows the performance measures usedin

FICURE 8: STRATEGIC ALIGNMENT OF PAY @ sce KPIs on p14-15
Grow group revenue Grouprevenue PSP
Increase earnings & returns Underlying Group PBT AnnualBonus Scheme
ROCE PSP
EPS PSP

NON-FINANCIAL OBJECTIVES

INCENTIVE SCHEME

Improving product sustainability Products with Plan A qualities Annual Bonus Scheme
Driving growth Internationaland M&S.com revenue PSP
Improve profitability International operating profitand GCM/Food gross margin Annual Bonus Scheme

FIGURE 9: TOTAL SINGLE FIGURE REMUNERATION (audited)

Salary Benefits® Total Total PSP Pension
© see Policy table on p54-55 Bonus* vested® benefits®
Year £000 £000 £000 £000 £000

2014/15 975 19 596 193 293
Marc Bolland
2013/14 975 41 0 259 293
. 2014/15 525 36 222 59 131
Patrick Bousquet-Chavanne'
2013/14 380 29 0 - 95
5 2014/15 600 25 217 1 150
John Dixon
2013/14 600 46 0 143 150
2014/15 525 42 653 60 131
Steve Rowe
2013/14 525 53 0 77 131
2014/15 162 6 0 0 40
Alan Stewart?
2013/14 579 34 0 146 145
2014/15 552 21 219 107 138
Laura Wade-Gery
2013/14 552 26 0 167 138

1. Theamounts shown for 2013/14 reflect that Patrick Bousquet-Chavanne joined the Board on 10 July 2013.

2. Theamounts shown for 2014/15 reflect that Alan Stewart resigned from the Board on 10 July 2014.

3. Benefitsinclude the value of car allowance and intrinsic value of SAYE in addition to the taxable value of car, driver and life assurance, as applicable to each director and as described
onpage 63.

4. Half of any award will be deferred into Company shares for a period of three years. Further details of the 2014/15 Annual Bonus Scheme are shown on pages 64 and 65.

5. Thevalue of awards vestingin 2013/14 has been restated to reflect the actual value of dividend equivalents and share price at the time of vesting. The value of awards vesting in 2014/15
has been estimated based on the three-month average share price from 2 January 2015 - 27 March 2015 as these awards do not vest untilafter the end of the financial year. This value also
includes the anticipated value of dividend equivalents which will be payable in July 2015 (and January 2016 for Patrick Bousquet-Chavanne). These estimated figures will be restated in
nextyear’'sreport.

6. Pensionbenefits comprise the value of cash provided in lieu of participationin the Your M&S Pension Saving Plan.
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The following sections set out additional disclosure regarding each of the components set out in the previous ‘single figure’ table.

SALARY (audited)

Whenreviewing salary levels, the Committee
takes into account a number of internal

and external factors, including Company
performance during the year, external
market data and the salary review principles
applied to the rest of the organisation

to ensure a consistent approach.

Noincreases were awarded during the year.
The Committee also moved the annual pay
review date from January to July to better
align pay to year end performance and
hence these changes are being made after
18 months.

With effect from 1 July 2015, the following
salary increases willbe made to the executive
directors, except for Marc Bolland.

Marc Bolland has, at his own request,

not received a salary increase since his
appointment in 2010. He has again proposed
not toreceive any increase in July 2015.

The agreedincreases take account of the
significant performance of Steve Rowein
ensuring the continued success of the Food

BENEFITS (audited)

business and Patrick Bousquet-Chavanne’s
excellent progress with marketing and
embedding the new global M&S brand.
Neither director has receiveda salary
increase since their respective
appointments to the Board; these increases
reflect both this fact in addition to their
significant contributions to the increased
performance of M&S.

The average increase made to the executive
directorsis 3.0% (excluding Helen Weir)
whichisinline with the average increase
awarded to the wider UK workforce over

the same 18-month period.

The table below details the executive
directors’salaries as at 28 March 2015 and
those which will take effect from 1 July 2015.

FIGURE 10: EXECUTIVE DIRECTORS’ SALARIES

Current  Annualsalary
annual asof Change
salary st July 2015 insalary
£000 £000 % increase
Marc Bolland 975 975 0
Patrick Bousquet-Chavanne 525 546 4
John Dixon 600 612 2
Steve Rowe 525 557 6
Laura Wade-Gery 552 569 3
Helen Weir' 590 590 -

1. HelenWeir's current annualsalary is from her date of appointment on 1 April 2015.

PENSION BENEFITS (audited)

Each executive director receives a car or
cash allowance and s offered the benefit
of adriver. The Company also provides
eachdirector with life assurance. Executive
directors receive employee product
discount and are eligible to participate

in salary sacrifice schemes such as
Cycle2Workinline with all other employees.

With the exception of the Chief Executive
Officer (CEO), executive directors receive

a 25% salary supplementin lieu of
membership of the Your M&S Pension
Saving Plan. The CEO receives a supplement
of 30% of salary.

FIGURE 11: PENSION BENEFITS

John Dixon and Steve Rowe are deferred
members of the Marks & Spencer UK
Pension Scheme. Details of the pension
accrued by them during the year ended
28 March 2015 are shown below.

Transfer

Accrued Increase
pension Additional inaccrued value of
entitlement value Increase value total
Normal asat on early inaccrued (net of accrued
retirement yearend' retirement value inflation) pension
age £000 £000 £000 £000 £000
John Dixon 60 138 0 1 0 3,204
Steve Rowe 60 147 0 2 0 3,442

1. Theaccrued pension entitlement is the deferred pension amount that the director would receive at age 60 if they left
the Company on 28 March 2015. The Listing Rules require this to be disclosed excluding inflation.
Alltransfer values have been calculated on the basis of actuarial advice in accordance with the current Transfer Value
Regulations. The transfer values of the accrued entitlement represent the value of the assets that the pension scheme
would transfer to another pension provider on transferring the scheme’s liability in respect of the director’s pension
benefits. They do not represent sums payable to the director and therefore cannot be added meaningfully to annual

remuneration.

GOVERNANCE
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EXECUTIVE DIRECTORS’ REMUNERATION CONTINUED

ANNUAL BONUS SCHEME

ANNUAL BONUS SCHEME FOR 2014/15 (audited)

For 2014/15, directors had the opportunity
to earnanaward of up to 200% of salary, with
half of any award being payable in deferred
shares. Performance measures used to
determine the entitlement to any payment
were set against challenging profitability
targets andindividual objectives.
Profitability targets formed 60% of any
bonus award with the remaining 40%
payable for the achievement of stretching
measures relevant to each director’s
individual business accountabilities. For
those executive directors with business

unit responsibility, profitability measures
were equally split between Group PBT

and profit measures for their business

unit. As a result of his additional
International responsibilities, from July
2014, Patrick Bousquet-Chavanne’s
corporate element was calibrated to include
International operating profit from this time.
For Marc Bolland, profitability was wholly
measured against Group achieverment. Each
director also had three individual objectives,
togetheraccounting for 40% of the total
bonus. These objectives were set against
their key areas of focus and accountability
whichreflect the primary drivers of short
and medium-term strategic success of the
Company. @ see Figure 12.

Plan A (our environmentaland ethical plan)
isanintegraldriver of the way we do
business; success against Plan Atargets
underpinned the entire 2014/15 bonus

scheme. The Committee assessed
performance for each executive director
against all corporate and individual
measures. The Committee was also satisfied
that each director continued to ensure that
Plan Aremained a major focus of the ways
of working at M&S and that the subsequent
performance supported this.

@ seePlan A Report for more detail.

M&S is committed to transparent
remuneration reporting within the context
of operating in a highly competitive
market. As disclosedinthe 2013/14 Report,
and following feedback from shareholders
after the publication of last year’s report,
the Committee has reviewed its disclosure
regarding annualbonus targets. The
Committee will continue to assess the
extent to which specific targets are
commercially sensitive, determining to
disclose wherever possible.

Figure 13 below illustrates each director’s
achievement against corporate profitability
and individual targets for the 2014/15
Scheme. As described in last year's report,
in order to ensure the affordability of the
Scheme, no bonus payment may be made
without first achieving a threshold level of
PBT.Underlying PBT outturn for the financial
year was £661.2m which was above the
target set to trigger payments under both
elements of the Scheme. As a result of
performance, directors payments were
between 18% and 62% of maximum bonus
opportunity. Business unit profitability
targets, not being disclosed elsewhere
inthe Annual Report, are deemed too
commercially sensitive to disclose. An
indication of achievement against the
respective targets is shown insteadin
Figure 13 below.

FIGURE 12: EXAMPLES OF INDIVIDUAL OBJECTIVES 2014/15

Marc Bolland

Organisational
development

M&S.com
performance

Patrick Bousquet-Chavanne

New platform

International Lingerie

publishing house & Beauty stores
John Dixon CM sales CM gross margin
Steve Rowe Food sales Food proposition
development
Laura Wade-Gery M&S.com market share New distribution
centre service delivery

FICURE 13: ANNUAL BONUS SCHEME 2014/15

PROFITABILITY TARGETS

INDIVIDUAL OBJECTIVES TOTAL PAYMENT

Target & performance

GROUP PBT

Achievement Performance

BUSINESS UNIT PROFIT

Achievement

Performance Achievement

% % %

% % ‘y.

DIRECTOR Min Max  Actual bonuso salary. bonu; salaryO. bonusﬂ salar; salar? £000.
Marc Bolland £650m £732m £66I1m 12.4% 24.8% - - - e 18.2% 36.3% 61.1% 596
Patrick Bousquet-Chavanne  £650m £732m £661m 77% 15.4% ° 0.0% 0.0% e 13.4% 269% [Uvicy/A vy
John Dixon £650m £732m £66Im 6.2% 124% e 19% 3.8% e 10.0% 20.0% [ elad/ s val)
Steve Rowe £650m £732m £66Im 6.2% 124% e 30.0% 60.0% 0 260% 520% RYZX LX)
Laura Wade-Gery £650m £732m £66Im 6.2% 124% ° 0.0% 0.0% e 13.6% 27.3% REERFSSVAL
‘ |
Plan A underpin targeted objectives
Performance assessment key ° Below Threshold eTh reshold > Target °Ta rget > Stretch ° Stretch orabove
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ANNUAL BONUS SCHEME FOR 2015/16

The AnnualBonus Scheme has been
structured to drive profitability and
individual performance with performance
being measured against Underlying Group
Profit Before Tax (PBT), business area profit
and individual objectives. During the year
the Remuneration Committee undertook
athorough review of the bonus scheme.

It concluded that a similar approach would
continue to remain appropriate with only
minor changes to the 2015/16 Scheme
being required to ensure that the Scheme
continues to drive behaviours and
performance neededin line with the
priorities for the future success of

the business.

Maximum bonus opportunity will remain
unchanged at 200% of salary. Up to 60% of
anawardis payable for achieving stretching
one-year corporate financial targets and
up to 40% of an award is measured against
individual performance.

The achievement of profitability targets
remains essential to M&S'’s success and so
30% of any bonus award will be dependent
upon achievement of Group PBT targets.
The remaining 30% of the corporate
element of the Scheme will be set against
free cash flow targets for the CEO and CFO
and against business unit profitability
targets for the remaining executive
directors. Changes made to the Scheme

for 2015/16 provide for even greater
alignment between the remuneration
framework and the wider strategic priorities
of M&S. The inclusion of free cash flow for
the CEO and CFO recognises the increased
importance of cash generationinthe
business post the period of heavy
transformative capitalinvestment.

Individual performance will continue to be
measured independently of any financial
targets. Individual objectives will be based
onthree strategic priorities specific to each
director’s business area. These measures are
set against quantifiable targets which the
Committee deems to beimportantinthe
delivery of short and medium-term goals
which willalso provide a robust foundation
for the long-term sustainable success of
the business. In setting the individual
objectives for the forthcoming year, the
Committee has been mindful of ensuring
an overarching balance with financial
targets as wellas customer and employee-
focused metrics.

No individual objective element of the
bonus can be earned unless a ‘threshold’
level of PBT has been achieved, subject to
the Committee’s overall assessment of the
Company’s performance during the period.
This maintains the important principle

that below a defined level of financial
performance, no bonus will be earned.

FIGURE 14: ANNUAL BONUS SCHEME TARGETS 2015/16

The table below shows further details of
the structure of this Scheme and provides
examples of the individual objectives which
each director will be measured against.

As with last year's Scheme, the Committee
willjudge overall performance against
our ecological, ethicaland behavioural
achievements to ensure consistency with
M&S’s values. Success towards Plan A
targets and the M&S values which all
employees, including executive directors,
are required to uphold willunderpin the
entire Scheme. Achievement against these
willbe assessed by the Committee at the
end of the financial year. The Committee,
in its absolute discretion may use its
judgement to adjust overall payments
accordingly. @ See Figure 14.

DEFERRED SHARE BONUS PLAN
(audited)

Currently 50% of any bonus award is
compulsorily deferred into nil-cost options/
conditional shares. These deferred awards
vest after three years subject to continued
employment as well as malus and, for
awards made from 2015/16 onwards,
clawback provisions. As no bonus was
payable last year,no deferred shares were
awarded during 2014/15.

PROFITABILITY TARGETS

FREE BUSINESS

INDIVIDUAL OBJECTIVES

GROUP CASH UNIT 3)
PBT  FLOW'  PROFIT Z
% % % % E
DIRECTOR bonus bonus bonus bonus Examples of measures §
,,,,,,,,,, A 3
Marc Bolland 30% 30% - 40% CM gross margin People °
Patrick Bousquet-Chavanne 30% - 30% 40% Customer engagement International LFL sales
strategy
John Dixon 30% - 30% 40% CMUKLFL sales CM4 programme
Steve Rowe 30% - 30% 40% Food UK sales Quality and innovation
of Food proposition
Laura Wade-Gery 30% - 30% 40% New distribution centre Customer journey
stability
Helen Weir 30% 30% - 40% Operating costs End-to-end supply chain

1. Predividendand post returns.

Plan A and cultur‘al values underpin
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PERFORMANCE SHARE PLAN

The Performance Share Plan (PSP)is the
primary long-termincentive for executive
directors and senior managers.

The Committee believes that long-term
share awards help retainand reward
executives for the delivery of long-term
business goals.

Followingtheremunerationreview
undertakenduringtheyear,the Committee
determinedthatthe currentPlansupports
thedeliveryofthelong-termbusiness
strategy. Minoramendmentsto
theperformancemeasuresandtargets
howeverwerefelt necessarytobetteralign
withthedeliveryoftheoperatingplan.

FIGURE 15: PSP AWARDS MADE IN 2014/15

These amendments willapply for awards
madein 2015/16.

Asthe current Plan was approved by
shareholderstenyearsago,approvalfora
replacement Planis being soughtat the 2015
ACM.The key rules of the Planare set outin
the separate Notice of Meeting with further
details provided on page 67 of thisreport.
Proposed changes underthe replacement
PSPareinline with the remuneration policy
approved by shareholders on 8 July 2014
with the addition of clawback provisions as
outlined on page 60, the introduction of
which does not requireachangetothe
remuneration policy.

PSP AWARDS MADE IN 2014/15 (audited)

InJune 2014, executive directors were
awarded nil-cost options/conditional shares
of 250% of salary. These awards vest subject
to performance measured against EPS,
ROCE and Revenue, each measured
independently. Performance is measured
over the three-year period to the end of the
2016/17 financial year. To the extent to which
performance is met, awards will vest on

23 June 2017 Further details of PSP awards
made in 2014/15 are detailed below.

° See Figure 15.

Face value of award'

Basis of award £000 End of performance period?
Marc Bolland 250% of salary 2,437 01/04/2017
Patrick Bousquet-Chavanne 250% of salary 1,312 01/04/2017
John Dixon 250% of salary 1,500 01/04/2017
Steve Rowe 250% of salary 1,312 01/04/2017
Laura Wade-Gery 250% of salary 1,380 01/04/2017

1. Theface value of awards is calculated as the number of nil-cost options/conditional shares awarded multiplied by the average mid-market share price on the five dealing days prior to the
date of grant. For this year, the share price was calculated as being £4.37,being the average share price between 16 June 2014 and 20 June 2014. Further details of these awards are shown

inthe table on pages 70and 71.

2. Forthreshold performance, 20% of the shares awarded will vest.

FIGURE 16: PSP AWARDS VESTING IN 2014/15 (audited)

For directors inreceipt of PSP awards
grantedin 2012, the awards will vest on
1 June 2015, (5 December 2015 for
Patrick Bousquet-Chavanne) based on

three-year performance over the period
to 28 March 2015. Performance has been
assessed and it has been determined
that 4.7% of the award will vest.

Details of performance against the specific
targets set are set out in the table below.

Performance target
Cumulative Revenue (£ 2014/15)

EPS? ROCE (%) UK? Multi-channel* International®
50% of award 20% of award 10% of award 10% of award 10% of award Total vesting®

Threshold performance targets' 110p 15.0% £8,900m £800m £1,300m

Maximum performance targets' 130p 18.5% £9,600m £1,000m £1,700m

Actual performance achieved 99.7p 15.2% £8,470m £776m £1,065m
Percentage of maximum achieved 0.0% 47% 0.0% 0.0% 0.0% 4.7%

. Excluding Multi-channel.
. Net of VAT/gross of returns.
. Excluding Multi-channel/including Republic of Ireland.

o WN —

The estimated value of these awards, including the dividend equivalents, are set out in the single figure table on page 62.

. 20% of anaward vests for threshold performance with full vesting for achieving or exceeding maximum performance. Vesting is a straight line between these two points.
. Actual performance achieved has beenre-stated to Pre-IAS 19 values, to allow a like-for-like measurement against targets.

. Details of the number of shares awarded to each directorin 2012 are shown in the table on pages 70 and 71. As described above, 4.7% of these awards will vest.
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PERFORMANCE SHARE PLAN CONTINUED

PSP AWARDS TO BE MADE IN 2015/16

Subject to shareholder approval of the
replacement Plan at the forthcoming ACM,
awards of nil-cost options/conditional
shares willbe made in July 2015.

As described earlier, following a thorough
review of the directors’ remuneration
arrangements during the year, the
Committee concluded that no significant
changes to the current Plan were required.
Awards will continue to be assessed against
anumber of measures and the maximum
value of awards at the time of grant will
remain at 300% of salary.

The Committee will continue to reference
awards at 250% of salary and it is intended
that executive directors will receive awards
in 2015/16 of 250% of salary.

Performance measures have historically
been set as those which appropriately
reflect the key drivers of the strategic plan
which takes into account shareholder value
as well as bottom-line and top-line growth.

Duringits review, the Committee
determined that EPS and ROCE
performance measures continue to
appropriately reflect the key drivers of
shareholder value for M&S and as such no
changes to the measures and weightings
have been proposed; 70% of awards made
in 2015/16 will continue to be measured
against stretching EPS and ROCE targets.

The remaining 30% of awards will be set
against a financial strategic scorecard of
measures designed to drive growth in key
areas for the business. Measurement of
performance against Internationaland
M&S.com sales will be retained as before,

as M&S continues to grow these areas of the
business. This focus will continue to support
the delivery of the strategy to be a leading
international, multi-channel retailer. Sales
growthtargets forawards to be madein
2015/16 have been calibrated to be as
challenging as the equivalent revenue
targets for 2014/15.

During the review process, the Committee
determined that the inclusion of two
additional, equally weighted performance
measures would further enhance the
alignment between the PSP and the
business’s current strategic priorities. As
such, three-year cumulative free cash flow
and UKGM gross margin targets are being
introduced in the 2015/16 Plan. These
measures reflect the increased importance
of cash generationand the desire toreturn
cash to shareholders in addition to the
absolute importance of long-term
improvements in CM for the sustainable
success of the Company. The four targets
of Internationaland M&S.com sales, UK GM
gross margin and three-year cumulative
free cash flow are consistent with the top
four strategic priorities communicated to
shareholders for the coming year.

FIGURE 17: PERFORMANCE TARGETS 2015/16

As with all other PSP measures, targets for
cash flow and gross margin have been set
such that they are stretching yet achievable
for the delivery of consistent,ambitious
long-term performance.

Measures and targets for the 2015/16 PSP
awards are disclosed in the table below. At
this time, targets relating to UK GM gross
margin are deemed by the Board to be
too commercially sensitive to disclose.
Alltargets, including CM gross margin will
be fully retrospectively disclosedinthe
reportrelatingtotheend of the relevant
three-year performance period.

Atthe endofthe performance period,
Committee judgement willbe appliedin
determining overall vesting on the four
measures comprising the strategic
financial scorecard element of the PSP.
The Committee, in using its judgement,
will take into account the extent of
outperformance or underperformance
of the targets, their relative importancein
the circumstances,and any other matters
it sees fit.

Financial strategic scorecard

GOVERNANCE

Annualised International M&S.com
EPS growth ROCE sales growth? sales growth?® UKGM Cumulative
% vesting' (%) (%) (%) (%) gross margin free cash flow*
% of award 50% of award 20% of award 7.5% of award 7.5% of award 7.5% of award 7.5% of award
Threshold performance 20% 5.0% 15.0% 5.0% 11.0% - £1,350m
Maximum performance 100% 12.0% 16.5% 15.0% 18.0% — £1,650m

1. Vestingisastraight line between ‘threshold’and ‘maximum’ performance.

2. Excluding M&S.com/including Republic of Ireland.
3. Netof VAT and post storereturns
4. Predividendsandreturns.
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FIGURE 18: PERFORMANCE CONDITIONS FOR OUTSTANDING PSP AWARDS (audited)

The details of outstanding PSP awards are These awards vest subject to the extent that
set outin the table onpages 70and 71. the following three-year performance
conditions are met.
Performance target
Annualised EPS Revenue (£)°
% vesting' growth (%) ROCE (%) UK? Multi-channel® International®
% of award 50% of award 20% of award 10% of award 10% of award 10% of award
2013/14 Award
Threshold performance 20% 5.0% 15.0% £8,900m £900m £1,400m
Maximum performance 100% 12.0% 18.5% £9,600m £1,100mM £1,800m
2014/15 Award
Threshold performance 20% 5.0% 15.0% £8,900m £1,100m £1,400m
Maximum performance 100% 12.0% 16.5% £9,600m £1,300m £1,800m
1. Vestingisastraight line between ‘threshold’and ‘maximum’performance.
2. Excluding Multi-channel.
3. Netof VAT/gross of returns.
4. Excluding Multi-channel/including Republic of Ireland.
5. Measuredat the end of the 2015/16 for 2013/14 award and at the end of 2016/17 for 2014/15 award.
SHARESAVE (Save As You Earn) (audited)
As outlinedin the remuneration policy on basisas all other eligible employees. of £250 per month. Further details of
pages 54 to 55, executive directors may Marc Bolland, Patrick Bousquet-Chavanne, the Scheme are set outin note 13tothe
participate in ShareSave, the Company’s John Dixon and Steve Rowe all participate financial statements on pages 108 to 109.
Save As You Earn scheme, on the same in existing schemes, saving the maximum
FIGURE 19: DIRECTORS’ SHAREHOLDINGS (audited)
The table below sets out the totalnumber of ~ There have been no changes in the current 19 May 2015.No directorhad aninterestin
shares held at 28 March 2015 or date of directors’interests in shares or options any of the Company’s subsidiaries at the
retirement by each executive director granted by the Company andits subsidiaries statutory end of the year.
serving on the Board during the year. between the end of the financial yearand
Unvested
With performance Without
conditions performance conditions
Shares owned Performance Deferred Share Restricted Vested but
outright? Share Plan Bonus Plan Share Plan unexercised?
Marc Bolland 611,436 1,865,329 196,790 0 0
Patrick Bousquet-Chavanne 2,000 747,499 26,195 174,258 0
John Dixon 328,196 1,118,672 124,704 0 0
Steve Rowe 165,447 833,598 83,210 0 0
Alan Stewart' 51,622 29,461 0 0 39,789
Laura Wade-Cery 172,955 1,047,603 91,126 0 0

1. Shareholdingat 10 July 2014, the date Alan Stewart resigned from the Board. Please refer to footnote 3 on page 71 for further information on Alan Stewart’s shareholdings.
2. Includes shares held by connected persons.
3. Comprises allunexercised awards under these Plans.
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FIGURE 20: SHAREHOLDING REQUIREMENTS (audited)

All executive directors are required to hold
shares equivalent in value to a minimum
percentage of their salary within a five-year
period from their date of appointment.
Shareholding targets were increased last
year to 250% of salary for the CEO and 150%
of salary for other executive directors.
Similar guidelines of 100% of salary also
apply to directors below Board level.

Marc Bolland
Patrick Bousquet-Chavanne
John Dixon

Steve Rowe

Laura Wade-Gery

The chart below shows the extent to
which each director has met their target
shareholding as at 28 March 2015.

For the purposes of the requirements, the
net number of unvested shares awards

not subject to performance conditions is
included andis reflected in the chart below.
The Committee is satisfied that the current

level of shareholding requirements is
sufficiently robust, providing an appropriate
level of investment in M&S for each director.
The Committee will continue to keep
thisissue under review and willamend
accordingly if necessary.

Key [ Shares owned outright

SHARE CAPITAL & DILUTION

Vested and unexercised shares [l Unvested DSBP/RSP shares E Shareholding requirement

FIGURE 21: ALL SHARE PLANS

Dilution of share capital by employee
share plans Awards granted under the
Company’s Save As You Earn scheme and
the Executive Share Option scheme are met
by the issue of new shares when the options
are exercised.

Allother share plans are met by market
purchase shares. The Company monitors
the number of shares issued under these
schemes and theirimpact on dilution limits.
The Company’s usage of shares compared
to the dilution limits set by The Investment
Associationinrespect of all share plans (10%
inany rolling ten-year period) and executive
share plans (5% inany rolling ten-year
period)as at 28 March 2015 was as follows:

Actual [ 5.76%
Limit [ o

FIGURE 22: EXECUTIVE SHARE PLANS

Actual 0%

Limit [ -

GOVERNANCE
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FICURE 23: EXECUTIVE DIRECTORS’ INTERESTS IN THE COMPANY’S SHARE SCHEMES (audited)

Maximum Maximum Share  Share
receivable at receivable at price  price on
30March 2014 Awarded Exercised Lapsed 28March2015 Option ondate dateof
ofgrant apponimen _thevesr theyes theyan  reiremeny @ o0 @ P ting dare
Marc Bolland
Performance Share Plan' 25/07/11 687,200 - 52227 634973 - 00 3547 4699 -
18/06/12 749,769 - - - 7497769 00 3251 - 18/06/15-17/06/22
24/06/13 557,780 - - - 557780 00 4370 - 24/06/16 —23/06/23
23/06/14 - 557,780 - - 557780 00 4370 - 23/06/17 - 22/06/24
Deferred Share Bonus Plan 09/06/11 162,263 - 162,263 - - 00 3784 4699 -
18/06/12 101,968 - - - 101,968 00 3251 - 18/06/15-17/06/22
24/06/13 94,822 - - - 94,822 00 4370 — 24/06/16 - 23/06/23
SAYE 25/11/10 2,821 - 2821 - - 3190 3976 4395 -
21/11/13 2,222 - - - 2,222 4050 5056 - 01/01/17 - 30/06/17
Total 2,358,845 557,780 217,311 634,973 2,064,341
Patrick Bousquet-Chavanne?
Performance Share Plan' 05/12/12 230,735 - - - 230,735 3894 - 05/12/15
24/06/13 216,421 - - - 216421 4370 - 24/06/16
23/06/14 - 300,343 - - 300343 - 4370 - 24/06/17
Deferred Share Bonus Plan 24/06/13 26,195 - - - 26,195 4370 - 24/06/16
Restricted Share Plan 13/09/12 174,258 - - - 174,258 368.0 - 13/09/15
SAYE 21/1113 2,222 - - - 2,222 4050 5056 - 01/01/17 -30/06/17
Total 649,831 300,343 - - 950,174
John Dixon
Performance Share Plan' 25/07/11 380,603 - 28925 351678 - 00 3547 4385 -
18/06/12 432,174 - - - 432174 00 3251 — 18/06/15 - 17/06/22
24/06/13 343,249 - - - 343,249 00 4370 - 24/06/16 — 23/06/23
23/06/14 - 343,249 - - 343,249 00 4370 - 23/06/17 - 22/06/24
Deferred Share Bonus Plan 09/06/11 98,039 - 98,039 - - 00 3784 4385 -
18/06/12 62,233 - - - 62,233 00 3251 - 18/06/15-17/06/22
24/06/13 62,471 - - - 62,471 00 4370 - 24/06/16 - 23/06/23
SAYE 21/1113 2,222 - - - 2,222 4050 505.6 - 01/01/17 - 30/06/17

Total 1,380,991 343,249 126,964 351,678 1,245,598
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Maximum Maximum Share  Share
receivable at receivable at price price on
30March 2014 Awarded  Exercised Lapsed 28March2015 Option ondate dateof
of grant._sppomtmeny _thevesr  theves  thewes  retremen) o o0 e eating date
Steve Rowe
Performance Share Plan' 25/07/11 205,243 ~ 15508 159,645 - 00 3547 4244 -
18/06/12 232912 - - - 232912 00 3251 - 18/06/15-17/06/22
24/06/13 300,343 - - N 300,343 00 4370 - 24/06/16 —23/06/23
23/06/14 - 300,343 - i 300,343 00 4370 - 23/06/17 - 22/06/24
Deferred Share Bonus Plan 09/06/11 41,844 _ msas N - 00 3784 4532 -
18/06/12 32,753 - - N 32,753 00 3251 - 18/06/15-17/06/22
24/06/13 50,457 - - i 50,457 00 4370 - 24/06/16 — 23/06/23
Executive Share Option Scheme 20/07/04 31,699 - 31699 N - 3470 3470 4532 -
SAYE 21/MN13 2,222 - - N 2,222 4050 5056 - 01/01/17 - 30/06/17
Total 897,473 300,343 89,141 189,645 919,030
Alan Stewart®
Performance Share Plan' 25/07/11 387651 - - 3 !38,1 9OW 29,461 00 3547 - 25/07/14-22/09/14
18/06/12 436,019 - - 436019 - 00 3251 - -
24/06/13 331,235 - - §é1,235w - 00 4370 - -
23/06/14 - 331,235 - ét‘31,235w = - 4370 - -
Deferred Share Bonus Plan 09/06/11 39,789 - - - 39,789 00 3784 - 09/06/14-22/09/14
18/06/12 53,194 - - 5 3,194'“‘ = 00 3251 - -
24/06/13 56,310 - - 56310 - 00 4370 - -
SAYE 24/1/M 3,488 - - 3,488'“‘ - 2580 3224 - -
Total 1,307,686 331,235 - 1,569,671 69,250
Laura Wade-Gery*
Performance Share Plan' 25/07/11 444,037 ~ 33746 4 iO,291 - 00 3547 4710 -
18/06/12 416,025 - - N 416,025 00 3251 - 18/06/15-17/06/22
24/06/13 315,789 - - i 315,789 00 4370 - 24/06/16 - 23/06/23 w
23/06/14 - 315,789 - N 315,789 00 4370 - 23/06/17 - 22/06/24 E
Deferred Share Bonus Plan 18/06/12 37,442 - - — 37,442 00 3251 - 18/06/15-17/06/22 %
24/06/13 53,684 - - - 53,684 00 4370 - 24/06/16 - 23/06/23 °
Restricted Share Plan* 25/07/11 126,225 ~ 126225 N - 00 3547 4710 -
25/07/1 77677 - 7677 —W = 00 3547 4710 -
Total 1,470,879 315,789 237,648 410,291 1,138,729

1. The number of options/conditional shares shown under the Performance Share Plan is the maximum (100%) number that could be receivable by the executive director if the performance
conditions are fully met. The 2011 award vested in July 2014 at 7.6%.4.7% of the 2012 award will vest in June 2015 (December 2015 for Patrick Bousquet-Chavanne) as set out on page 66.

2. Patrick Bousquet-Chavanne’s awards are structured as conditional shares. His RSP award was made prior to his appointment to executive director.

3. Alan Stewart resigned from the Board on 10 July 2014 and left the Company on 22 September 2014. Details of his leaving arrangements are set out on page 73. Awards made in 2012,2013
and 2014 and his SAYE award all lapsed on leaving the Company. For transparency, these are shown in the ‘lapsed during the year’ column. PSP and DSBP awards made in 2011 vested and
were exercisable untilhe left the Company. These were exercised after he resigned from the Board (but before he left the Company) and so do not appear in the ‘exercised during the
year column.

4. LauraWade-Gery’s RSP award was made in connectionto her appointment to executive director to compensate her for incentive awards that were forfeited on cessation from her
previous employer.

The aggregate gains of directors arising in the year from the exercise of options granted under the PSP, DSBP, RSP, ESOS and SAYE totalled £2,976,739.

The market price of the shares at the end of the financial year was 530.0p; the highest and lowest share price during the financial year were 542.0p and 383.9p respectively.
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FICURE 24: PERFORMANCE AND CEO REMUNERATION COMPARISON

This graphillustrates the Company’s 300
performance against the FTSE 100 over

the past six years. The FTSE 100 has been 250
chosenas the appropriate comparator

as M&Sis a constituent of this index. 200
The calculation of TSRis inaccordance

with the relevant remuneration 150
regulations. As required by the new
regulations, the table below the TSR 100

chart sets out the remuneration data for
directors undertaking the role of CEO 50
during each of the last six financial years.

~— Marks and Spencer Group plc ¢
- EZEECL?TOhg‘;?;n Reuters 28 March 2009 3 April 2010 29 March 2011 2 April 2012 30March 2013 29March 2014 28 March 2015
CECQ! 2009/10 2010/11 2011/12 2012/13 201314 2014/15
CEO single figure of remuneration Marc Bolland - 5,998 3,324 2,142 1,568 2,076
(£000) Stuart Rose 4,294 269 - - - -
Annual bonus payment Marc Bolland - 45.80% 34.00% 42.50% 0.00% 30.55%
(% of maximunm) Stuart Rose 97.00% 57.40% - - - -
PSP vesting Marc Bolland - - 3196% 0.00% 7.60% 470%
(% of maximunm) Stuart Rose 000% 000% - - - -

1. MarcBolland was appointed CEO on 1 May 2010. His single figure for 2010/11 includes recruitment awards made to him at that time to compensate him for incentive awards forfeited on
cessation from his previous employer. Sir Stuart Rose undertook the role of CEO from 31 May 2004 to 30 April 2010.

FIGURE 25: PERCENTAGE CHANGE IN CEO’S REMUNERATION

The table opposite sets out the changein % change 2013/14 - 2014/15
the CEO’sremuneration (i‘e. saLary, taxable Base salary Benefits Annual bonus'
benefits anqlannuatbonus) compared with CEO 00% _46.3% _
the change in our UK-based employees.
This group has been chosenas the majority ~ UKemployees (average per FTE) 2.0% 0.1% -
of our workforce is UK-based. As can be 1. Asno bonus was paid to either the CEO or UK employees in 2013/14 a year-on-year comparison is not possible. The CEO
seen,average FTE salaries for UKemployees receiveda bonus of £596,000 for 2014/15 which s detailedin fullin the single figure table on page 62.A bonus was payable
increased by 2%, in excess of that provided foalleligible UK employees for 2014/15.
tothe CEQ.
FIGURE 26: RELATIVE IMPORTANCE OF SPEND ON PAY
Inline with the new regulations, the table 2013?‘1 2014{‘_15 e
oppositeillustrates the Company’s il m ochenge
expenditure on pay in comparison to profits ~ Total employee pay 1,4109 1406.2 -03
before taxand distributions to shareholders Dividends 2736 280.7 26
by way of dividend payments. ‘ :

Underlying Croup Profit Before Tax 6229 661.2 6.1

The figures are as set out on pages 90, 103
and 104 in the financial statements to the
accounts. Totalemployee pay is the total
pay forall Croup employees. Underlying
Croup Profit Before Tax has been used as a
comparison as thisis the key financial metric
which the Board consider when assessing
Company performance.
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FIGURE 27: SERVICE AGREEMENTS

As detailed on page 57 of the remuneration
policy, all executive directors have rolling
contracts which may be terminated by the
Company giving 12 months’ notice or the
director giving sixmonths’ notice.

Date of appointment  Notice period/unexpired term

Marc Bolland 01/05/2010 12 months/6 months
Patrick Bousquet-Chavanne 10/07/2013 12 months/6 months
John Dixon 09/09/2009 12 months/6 months
Steve Rowe 01/10/2012 12 months/6 months
Laura Wade-Cery 04/07/2011 12 months/6 months

EXECUTIVE CHANGES TO THE BOARD DURING 2014/15

Directors appointed to the Board
There were no directors joining the Board
during the year.

Directors retiring from the Board

Alan Stewart Chief Finance Officer,
resigned from the Board on 10 July 2014 and
left the Company after a period of garden
leave on 22 September 2014.1n line with his
contractualarrangements, Alan received
no further payments. Any awards which

had not vested prior to the date he left the
business lapsed at this time.

Payments to past directors (audited)

As reported last year, Steven Sharp retired
from the Board on 9 July 2013 and had two
outstanding awards under the Performance

FIGURE 28: EXTERNAL APPOINTMENTS

Share Plan.Inaccordance with the rules of
the Performance Share Plan, 7.6% of his 2011
award (35,085 shares) vested in May 2014.
Steven has one outstanding award. After
the completion of the performance period,
it has been determined that 4.7% of the
original 2012 award (24,396 shares) will vest
inMay 2015.

Payments for the loss of office (audited)
There were no payments for loss of office
made to directors during the year.

Changes to the Board in 2015/16

Helen Weir joined the Board on 1 April 2015
as Chief Finance Officer. Her remuneration
isinline with the approved recruitment
policy detailed on page 57 and approved

in July 2014. On appointment, Helen's basic
annualsalaryis £590,000. Helen will receive
benefitsin line with those provided to the
other executive directors. In the first year,
she willreceive a payment totalling £188,500
to compensate for the annual differential
in contractual pension that she will forfeit
tojoin M&S. This payment will be made

in 12 equalinstalments, payable monthly.
No share awards have been granted to
Heleninrelation to her appointment
although sheis eligible fora PSP grantin
July 2015 inaccordance with the annual
remuneration policy.

The Company recognises that executive
directors may be invited to become non-
executive directors of other companies and
that these appointments can broaden their
knowledge and experience to the benefit of
the Company. The policy is for the individual
director toretainany fee.

The table opposite sets out the details

for these fees earned up to 28 March 2015.
For Marc Bolland, fees for Manpower Inc.
relate tothe periodto 11 February 2015, the
date at which he retired from Manpower Inc.
Board.Marc Bolland joined the Board of The
Coca-Cola Company on 18 February 2015.
Feesare paid quarterly in cash and shares
and so the fees shown in the table represent
those earnedinrespect of the period

18 February 2015 to 28 March 2015. These
were paidon 1 April 2015.

Fee*

Director Company £000
Marc Bolland Manpower Inc!! 109

The Coca-Cola Company? . 42
Patrick Bousquet-Chavanne Brown-Forman? 171

1. Feesupuntil 11 February 2015 when Marc Bolland retired from the Manpower Inc. Board. Fees were paid in cash and stock

unitsinUS dollars.

2. MarcBolland joined the Board of The Coca-Cola Company on 18 February 2015. Fees are paid in cash and stock unitsin
US dollarsandare for the period from his appointment to 28 March 2015.
. Patrick Bousquet-Chavanne’s fees are paid in cash and stock unitsin US dollars.
4. Forthe purposes of this table, cash payments have been converted to UK sterling using the rolling average £:$ exchange
rates for the respective periods. Stock units have been converted to UK sterling using the appropriate £:$ spot rate at the

w

end of therelevant period.

GOVERNANCE
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FIGURE 29: NON-EXECUTIVE DIRECTORS TOTAL SINGLE FIGURE REMUNERATION (audited)

As detailed in the remuneration policy on
page 59, non-executive directors receive
fees reflective of the time commitment,
demands and responsibilities of the role.

The table opposite details the fees paid to
the non-executive directors for 2014/15
and 2013/14.

There was noincrease to the fees during
the year.

Basic fees
fees
Year £000 £000

Benefits Total
£000 £000

Additional

Robert Swannell 2014/15

........ 2013/14
Vindi Banga' 2014/15

........ 20]3/]4
Alison Brittain? 2014/15

........ 20]3/]4
Miranda Curtis 2014/15

........ 20]3/]4
Martha Lane Fox 2014/15

........ 20]3/]4
Andy Halford? 2014/15

........ 20]3/]4
Steven Holliday* 2014/15

........ 20]3/]4
Jan du Plessis® 2014/15

........ 20]3/]4

70 380 18

70 380 21
70

70
70

18
70
70
70
70
70
70
19
70
64
70 30 0

UO:0O|0:0|0:0|0:N

N =

o
O|l0O:0O|l0: 0/ 0: 0O 0: 0 0:0|0:0

N
9]

1. Theamounts shown reflect that Vindi Banga was appointed as Remuneration Committee Chairon 8 July 2014

and Senior Independent Director from 4 March 2015.

[SFNEWEN]

FIGURE 30: NON-EXECUTIVE DIRECTORS SHAREHOLDINGS (audited)

The non-executive directors are not
permitted to participate inany of the
Company’sincentive arrangements. The
non-executive directors are required to
build and maintain a shareholding of at least
2,000 shares inthe Company within two
months of their appointment to the Board.

Figure 30 opposite details the shareholding
of the non-executive directors who

served on the Board during the year as at

28 March 2015 (or upon their date of retiring
fromthe Board).

There have been no changesin the current
non-executive directors’interests in shares
inthe Company and its subsidiaries
between the end of the financial year

and 19 May 2015.

FIGURE 31: NON-EXECUTIVE DIRECTORS’ AGREEMENTS FOR SERVICE

Non-executive directors have an agreement
for service for aninitial three-year term
which can be terminated by either party
giving three months’ notice (six months’

for the Chairman).

The table opposite sets out these terms
forall current members of the Board.

. Theamounts shown for 2013/14 reflect that Alison Brittain joined the Board on 1 January 2014.

Theamounts shown for 2013/14 reflect that Andy Halford was appointed as Audit Committee Chair on 1 July 2013.
. Theamounts shown for 2014/15 reflect that Steven Holliday retired from the Board on 8 July 2014.
. Theamounts shown for 2014/15 reflect that Jan du Plessis retired from the Board on 4 March 2015.

Number of shares held?

Robert Swannell 120,000
Vindi Banga 2,000
Alison Brittain 2,596
Miranda Curtis 5,500
Martha Lane Fox 20,100
Andy Halford 21,000
Steven Holliday! 2,500
Jan du Plessis! 20,000

1. Shareholdingas at the date of retirement from the Board.
2. Includes shares held by connected persons.

Date of appointment  Notice period/unexpired term

Robert Swannell
Vindi Banga
Alison Brittain
Miranda Curtis
Martha Lane Fox
Andy Halford

23/08/2010 6 months/6 months
01/09/2011 3 months/3 months
01/01/2014 3 months/3 months
01/02/2012 3 months/3 months
01/06/2007 3 months/3 months
01/01/2013 3 months/3 months
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NON-EXECUTIVE DIRECTORS’ CHANGES TO THE BOARD DURING 2014/15

Directors appointed to fhe Bo.ar'd'
No directors were appointed to the Board
during the year.

Directors retiring from the Board
Steven Holliday Chairman of the
Remuneration Committee, retired from
the Board on 8 July 2014. There were

no payments for loss of office payable
to Steven.

Jan du Plessis Senior Independent Director,
retired from the Board on 4 March 2015.
There were no payments for loss of office
payable to Jan.

REMUNERATION COMMITTEE

REMUNERATION COMMITTEE REMIT

The role of the Remuneration Committee

is to make recommendations regarding

the senior remuneration strategy and
framework to the Board to ensure the
executive directors and senior management
are appropriately rewarded for their
contribution to the Company’s
performance, taking into account the
financialand commercial position of

the Company.

KEY RESPONSIBILITIES

— Setting a senior strategy that ensures the

most talented leaders are recruited,
retained and motivated to deliver results.

— Reviewing the effectiveness of the senior
remuneration policy withregard toits
impact.

— Considering the appropriateness of
the senior remuneration policy when
reviewed against the policy and
arrangements throughout the rest
of the organisation.

- Determining the terms of employment
and remuneration for executive directors
and senior managers including
recruitment and termination
arrangements.

— Approving the design, targets and
payments forallannualincentive
schemes that include executive directors
and senior managers.

— Agreeing the design, targets and annual
awards made for all share incentive plans
requiring shareholder approval.

— Assessing the appropriateness and
subsequent achievement of
performance targets relating to
any shareincentive plan.

Directors chénging roles \xnthlntheBoard o

Vindi Banga became Chairman of the
Remuneration Committee on 8 July 2014,
upon Steven Holliday’s retirement from the
Board. From this date, Vindi received
additionalfees inaccordance with the
responsibility of this role. In addition, Vindi
undertook the role of Senior Independent
Director upon Jan du Plessis retirement
from the Board. Vindi received additional
feesinaccordance with the responsibility of
this role, as described in the remuneration
policy onpage 59.

Inline with its remit, the Committee
considereda number of key matters
during the year.

REMUNERATION COMMITTEE

AGENDAFOR 2014715 o

Regular items

- Approval of the Directors’ Remuneration
Report for 2013/14 and review of the ACM
voting outcome for the report.

-~ Annualreview of all executive directors’
and senior managers’ base salaries and
benefitsinline with Company policy and
approval of any salary increase.

— Review of achievement of Annual Bonus
Scheme profit against target.

- Review of achievement of executive

directors’individual objectives for 2014/15.

- Review of the design and targets for the
2015/16 Annual Bonus Scheme including
the approval of individual objectives
fordirectors.

- Review and approval of allawards made
under the PSP taking into account the
total value of allawards made under
this plan.

— Half year and year end review of all share
plan performance against targets.

- Approval of the vesting level of the
2012/13 PSP awards.

— Consideration of the performance
measures and targets to be applied to
the 2015/16 PSP awards.

— Clear articulation of the Committee’s
reasoning and consideration for
vesting and payment levels to
executive directors.

From his appointment as Senior
Independent Director, he no longer received

additional fees for the Remuneration
Committee chairmanshiprole.

Changes to the Board in 2015/16
Richard Solomons joined the Board on
13 April 2015 as a non-executive director.
Richardis amember of the Nomination
Committee. Inaccordance with the non-
executive director fees policy, Richard
receives an annual fee of £70,000.

— Review of director shareholding
guidelines and achievement of these
for each executive director.

- Significant consideration of institutional
investors' current guidelines on executive
compensation.

— Consideration of remuneration
arrangements for the wider workforce.

— Assessment of the external environment
surrounding the Company’s current
remuneration arrangements.

— Consideration of external market
developments and best practice in
remuneration.

— Review of Committee performance
in2014/15.

— Review of Committee terms of reference.

Other items

- Discussion of the application of the
new reporting regulations to ensure
transparent and clear disclosure
to shareholders.

— Review of,and agreement to new share
planrulesinanticipation of the expiration
of current Planrules.

- Review of,and agreement to,
remuneration packages for new
senior managers.

- Induction of new Remuneration
Committee Chairman.

Note: The full terms of reference
for the Committee can be found

on the Company’s website at
marksandspencer.com/thecompany

GOVERNANCE
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REMUNERATION REPORT
CONTINUED

REMUNERATION COMMITTEE CONTINUED

REMUNERATION COMMITTEE ACTION
PLAN 2015/16

- Ensuring the continued strategic
alignment of the directors’incentive
arrangement with business strategy.

— Debating the appropriateness of the
senior remuneration framework in the
context of the rest of the organisation
and the external environment.

— Ensuring that the remuneration policy
continues to be appropriate to attract
and retain exceptional senior leaders as
required.

- Assessing and mitigating against
potentialrisk in the senior remuneration
framework.

COMMITTEE ADVISERS

In carrying out its responsibilities, the
Committee isindependently advised by
externaladvisers. The Committee was
advised by Deloitte and PwC during the
year. Both Deloitte and PwC are founding
members of the Remuneration Consultants
Croup and voluntarily operate under the
code of conduct inrelation to executive
remuneration consulting in the UK.

The code of conduct can be found at
remunerationconsultantsgroup.com.
Further,the Committee reviews the advice
it receives and determines whetheritis
appropriately independent!

PwC were appointed by the Committee as
itsindependent advisersin 2014 following a
rigorous and competitive tender process.
PwC provides independent commentary
on matters under consideration by the
Committee and updates on legislative
requirements, best practice and market

practice. PwC'’s fees are typically charged on
an hourly basis with costs for work agreed
inadvance. During the year, PwC charged
£119,800 for Remuneration Committee
matters. Deloitte’s fees were similarly
charged onan hourly basis. Their fees for
Remuneration Committee matters for
the period to 28 March 2015 were £28,500.
PwC has provided tax, consultancy and
risk consulting services to the Croupin
the financial year.

The Committee also seeks internal support
from the CEO, Croup Secretary, Director of
Human Resources and Head of Reward &
Clobal Mobility as necessary. Allmay 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 New Bridge Street (the
trading name of Aon Hewitt Limited), KPMG,
PwC and Towers Watson.

REMUNERATION COMMITTEE
STAKEHOLDER ENGAGEMENT

The Committee is committed to ensuring
that executive pay remains competitive,
appropriate and fair in the context of the
externalmarket, Company performance
andthe pay arrangements of the wider
workforce.In collaboration with the Head of
Reward & Clobal Mobility, the Committee
gives employees, through employee
representatives, the opportunity toraise
questions or concerns regarding the
remuneration of the executive directors.
During the year, the Head of Reward &
Clobal Mobility met with employee
representatives to discuss the directors’

FIGURE 32: VOTING OUTCOMES FOR 2013/14 REMUNERATION REPORT

pay arrangements. Details of the directors’
pay arrangements were discussedin the
context of the reward framework for the rest
of the organisation and external factors; no
concerns were raised. Upon reporting back
on the discussions and outcome of this
meeting, the Committee is satisfied that the
pay arrangements for 2014/15 and 2015/16
remain appropriate for M&S.

SHAREHOLDER CONSULTATION

The Committeeis committedtoa
continuous, open and transparent dialogue
with shareholders on the issue of executive
remuneration. The Committee held a
Covernance EventinJune 2014 to review
and debate remuneration with shareholders
andrepresentative bodies. In addition,
Vindi Banga met with a number of investors
as part of the handover process and

ahead of consulting with the Company’s
largest shareholders on proposals for

the 2015/16 remuneration arrangements
forexecutive directors.

SHAREHOLDER SUPPORT
FOR THE 2013/14 DIRECTORS’
REMUNERATION REPORT

At the Annual General Meeting on 8 July
2014,99.18% of shareholders voted in favour
of approving the Directors’Remuneration
Report for 2013/14 with 98.27% of
shareholders approving the remuneration
policy. The Committee believes this
illustrates the strong level of shareholder
support for the senior remuneration
framework.

The table below shows full details of
the voting outcomes for the 2014/15
Directors’Remuneration Report and
Remuneration Policy.

Votes for % votes for Votes against % votes against Votes withheld
Remuneration report 1,022,785,815 99.18 8,489,388 0.82 8,102,103
Remuneration policy 1,012,469,256 98.27 17,840,854 1.73 9,040,797

APPROVED BY THE BOARD

Vindi Banga Chairman of the Remuneration Committee

London, 19 May 2015

This remuneration policy and these remuneration reports have been prepared in accordance with the relevant provision of the Companies Act 2006 and
on the basis prescribed in the large and medium-sized Companies and Groups (Accounts and Reports) (Amendments) Regulations 2013 (‘the Regulations’).
Where required, data has been audited by Deloitte and this is indicated appropriately.

1. Ontheappointment of Deloitte as externalauditors, a transition plan was put in place while a new Committee advisor was selected. This ensured that the remuneration advice provided
by Deloitte was consistent with ethical auditing guidelines and that theirindependence as auditors was not compromised
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PENSIONS COVERNANCE

The Group operates a defined benefit
pension scheme (the ‘Scheme’) for
employees with an appointment date
priorto 1 April 2002.

The results of the triennial actuarial
valuation of the Scheme as at 31 March 2012
revealed a deficit of £290m. This represents
a substantial reduction in deficit from £1.3bn
as at 31 March 2009. The next valuation is
dueasat 31 March 2015. Funding progress

is closely monitored and the investment
derisking journey has continued since the
last valuation.

The assets of the pension scheme, which are
held under trust separately from those of
the Croup, are managed by the Board of the
Pension Trust (Trustee Board’). The Trustee
Board comprises four company nominated
directors, including the Chairman, Graham
Oakley; three member nominated directors
and two independent directors. Alldirectors
are appointed for a five-year termand

may stand for a second term. The Trustee
Board operates three main committees:
Management and Governance, Investment,
and Actuarial Valuation, which has been
convened earlier this year in preparation
forthe 2015 valuation.

The Trustee Board has a business plan
against which progress is measured onan
ongoing basis ina similar approach to the
Croup Board.Thereis also anannual Board
Effectiveness Review and both the Trustee
Board and the Investment Committee
hold annual strategy days which help drive
the long-term agenda and the business
plan priorities.

Each Trustee Board director hasan
individual training plan, whichis based on
the Pension Regulator’s Trustee Knowledge
and Understanding requirements and
tailored to address any skill gaps and
specific committee roles. The majority of
the Trustee Board members hold the
Pensions Management Institute Award

in Trusteeship.

Alladvisers,investment managers and
suppliers are appointed through a rigorous
tender process. They are monitored via
quarterly reports and periodic meetings
and thereisalsoarolling programme of
bothinformaland formaladviser reviews.

In addition to six monthly reports from EY
as covenant adviser, the Trustee Board
alsoreceives presentations from the Chief
Finance Officer after the Year and Half
Year results.

The Scheme is a signatory to the UN
Principles for Responsible Investment and
the Trustee has partnered with a specialist
engagement service, Hermes Equity
Ownership Services (EOS), to exerciseits
global equity voting rightsinaccordance
with a detailed Trustee policy, which
addresses arange of governance, social
and environmentalissues. EOS has also
enhanced the Trustee’s stewardship and
governance oversight of investee
companies by engaging with companies,
on aglobal basis, where managementis
considered not to be actingin the best
long-term interests of investors. The

results of these votingand engagement
activities are published quarterly onthe
M&S Pension Scheme’s website. The Scheme
is alsoa signatory to the Financial Reporting
Council’'s UK Stewardship Code.

GOVERNANCE
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OTHER DISCLOSURES

DIRECTORS’ REPORT

BOARD OF DIRECTORS

Marks and Spencer Group plc (the
‘Company’)is the holding company of the
Marks & Spencer Croup of companies (the
‘Group’). With our rich heritage, M&S is one
of the most recognisable brands in the UK
retail sectorandis regularly voted as one
of its most trusted. Our business s driven
by adesire toinspire and innovate; to act
with integrity and to stay in touch with our
customers, shareholders and employees
alike. These are our corporate values and
they underpin everything we do. They are
what make the M&S difference across the
59 territories in which we operate.

The Directors’ Report (also the Management
Report) for the year ended 28 March 2015
comprises pages 26 to 82 and page 127 of
this report, together with the sections of the
Annual Report incorporated by reference.
As permitted by legislation, some of the
matters normally included in the Directors’
Report have instead beenincludedinthe
Strategic Report on pages 1to 25,as the
Board considers them to be of strategic
importance. Specifically, these are:

- Future business developments
(throughout the Strategic report)

- Research and development p21
- Risk management on p23-25

Details of branches operated by the
Company can be found on pages 28 and 29
of the Directors’Report.

Both the Strategic Report andthe Directors’
Report have been drawn up and presented
inaccordance with and in reliance upon
applicable English company law,and the
liabilities of the directors in connection
with that report shall be subject tothe
limitations and restrictions provided by
such law. For information on our approach
to social, environmentaland ethical
matters please refer to our Plan A Report,
available to view online at
marksandspencer.com/plana2015.
Otherinformation to be disclosed inthe
Directors’Reportis givenin this section.

INFORMATION TO BE
DISCLOSED UNDER LR 9.8.4R

Page

Listing Rule Detail reference

9.84R (1) (2)

G149 A B)  Notapplicable N/A

9.8.4R (4) Long-term 54-55
incentive and
schemes 66-67

The membership of the Board and
biographical details of the directors

are given on pages 34and 35andare
incorporatedinto this report by reference.
Details of directors’ beneficialand non-
beneficialinterestsin the shares of the
Company are shown on pages 68 and 74.
Options granted under the Save As You Earn
(SAYE) Share Option and Executive Share
Option Schemes are shown on pages 70
to 71. Further information regarding
employee share option schemes is given
in note 8 to the financial statements.

Alan Stewart stepped down from the Board
as Chief Finance Officer on 10 July 2014 and
left the Company on 23 September 2014.
Helen Weir was appointed Chief Finance
Officeron 1 April 2015. Vindi Banga, who
joined the Board on 1 September 2011, was
appointed Chairman of the Remuneration
Committee following the retirement of
Steven Holliday at the ACM on 8 July
2014.Vindiwas also appointed Senior
Independent Director following the
retirement of Jan du Plessis on 4 March
2015.Richard Solomons joined the Board
as anon-executive director on 13 April
2015 and was appointed a member of the
Nomination Committee with immediate
effect. Miranda Curtis, who joined the
Boardon 1 February 2012, was appointed
amember of the Audit Committee on

4 March 2015. Robert Swannell, who joined
the Board as Chairman on 4 October

2010, was appointed as a member of the
Remuneration Committee on 4 March 2015.

The appointment and replacement of
directorsis governed by the Company’s
Articles, the UK Corporate Covernance
Code (the ‘Code’), the Companies Act 2006
andrelated legislation. The Articles may be
amended by a special resolution of the
shareholders. Subject to the Articles, the
Companies Act 2006 and any directions
given by special resolution, the business of
the Company will be managed by the Board
who may exercise all the powers of the
Company. The Company may by ordinary
resolution declare dividends not exceeding
the amount recommended by the Board.
Subject 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.

APPOINTMENT AND
RETIREMENT OF DIRECTORS

The directors may from time to time appoint
one or more directors. The Board may
appointany person to be a director (so long
as the total number of directors does not
exceed the limit prescribedin the Articles).
Under the Articles,any such director shall
hold office only until the next ACM and shall
thenbe eligible for election. The Articles
alsorequire that at each ACM at least one-
third of the current directors should retire
as directors by rotation. Allthose directors
who have beenin office at the time of the
two previous ACMs and who did not retire

at either of them must retire as directors

by rotation. Inaddition, a director may at
any ACM retire from office and stand for
re-election. However, in line with the UK
Corporate Governance Code 2012, all
directors will stand forannual election at
the 2015 ACM.

DIRECTORS’ CONFLICTS OF INTEREST

The Company has procedures in place for
managing conflicts of interest. Should a
director become aware that they, or their
connected parties, have aninterestinan
existing or proposed transaction with
Marks & Spencer, they should notify the
Board in writing or at the next Board
meeting.Internal controls arein place to
ensure that any related party transactions
involving directors, or their connected
parties,are conducted onanarm’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 gives
appropriate cover forany legalaction
brought againstits directors. The Company
has also granted indemnities to each of its
directors and the Croup 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

28 March 2015 and remainin force,in
relation to certain losses and liabilities
which the directors (or Group Secretary)
may incur to third parties in the course of
actingasdirectors or Croup Secretary
oremployees of the Company or of any
associated company.
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VARIATION OF RIGHTS

The proﬁt for the ﬁhahmalyear after
taxation,amounts to £661.2m (last year
£662.9m). The directors have declared
dividends as follows

Ordinary shares

Paid interim dividend
of 6.4p per share
(last year 6.2p per share)

Proposed final dividend
of 11.6p per share
(last year 10.8p per share)

Total ordinary dividend of
18.0p per share
(last year 17.0p per share)

£m

£104.5m

£296.7m

The finalordinary dividend will be paid on
10 July 2015 to shareholders whose names
are on the Register of Members at the close
of business on 29 May 2015.

SHARE CAPITAL

The Compahys \ssued ordmary share
capitalasat 28 March 2015 comprised a
single class of ordinary share. Each share
carries the right to one vote at general
meetings of the Company.

During the period, 15,566,772 ordinary
shares in the Company were issued
as follows:

— 918,578 shares under the terms of the
2002 Executive Share Option Scheme
at prices between 347p and 352p.

— 14,602,805 shares under the terms of the
United Kingdom Employees’ Save As You
Earn Share Option Scheme at prices
between 203p and 405p.

— 45,389 shares under the terms of the
ROIEmployees’ Save As You Earn Share
Option Scheme at prices between 258p
and 405p.

Details of movements in the Company’s
issued share capital can be found on page
119in note 24 to the financial statements.

RESTRICTIONS ON
TRANSFER OF SECURITIES

Thereareno speoﬁc restmctwons 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 resultin
restrictions on the transfer of securities

or that may resultinrestrictions on

voting rights.

Subjectto apptwcabte statutes rlghts
attached toany 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

Subjectto the provisions ofthe Compahles
Act 2006, any resolution passed by the
Company under the Companies Act 2006
and other shareholders’rights, shares may
beissued with such rights and restrictions
as the Company may by ordinary resolution
decide, or (if there is no such resolution or so
faras it does not make specific provision)

as the Board (as defined in the Articles)

may decide. Subject to the Articles,

the Companies Act 2006 and other
shareholders'rights, unissued shares

are at the disposal of the Board.

POWERS FOR THE COMPANY ISSUING
OR BUYING BACK ITS OWN SHARES

The Compahy was authorlsed by
shareholders,at the 2014 ACM, to purchase
in the market up to 10% of the Company’s
issued share capital, as permitted under the
Company’s Articles. No shares have been
bought back under this authority during
the year ended 28 March 2015. This standard
authority is renewable annually; the
directors will seek to renew this authority

GOVERNANCE

INTERESTS IN VOTING RIGHTS

Information provided to the Company
pursuant to the Financial Conduct
Authority’s (FCA) Disclosure and
Transparency Rules (DTRs) is published
ona Regulatory Information Service

and on the Company’s website. As at

28 March 2015, the following information
has beenreceived,inaccordance with
DTR5, from holders of notifiable interests
inthe Company’s issued share capital.

atthe 2015 AGM. Itis the Company’s present
intention to cancelany shares it buys back,
rather than hold themin treasury.

The directors were granted authority at

the 2014 ACM to allot relevant securities

up toanominalamount of £136,089,559.
This authority willapply until the conclusion
of the 2015 ACM. At this year's ACM,
shareholders will be asked to grant an
authority to allot relevant securities (i) up to
anominalamount of £137,372,598.67 and

(i) comprising equity securitiesup toa
nominalamount of £274,745,197.33 (after
deducting from such limit any relevant
securities allotted under (i)),in connection
with an offer of arightsissue, (the Section
551 amount), such Section 551 amount

to apply until the conclusion of the

ACMto beheldin 2016 or, if earlier,on

27 September 2016.

A specialresolution willalso be proposed
torenew the directors’ powers to make non
pre-emptiveissues for cashin connection
with rights issues and otherwise up toa
nominalamount of £20,605,889.80. A special
resolution willalso be proposed to renew
the directors’ authority to repurchase the
Company’s ordinary shares in the market.
The authority will be limited to a maximum
of 164 million ordinary shares and sets the
mMinimum and maximum prices which will
be paid.

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
changeis not required until the next
notifiable thresholdis crossed.

“Ordinary %
Notifiable interests shares of capital Nature of holding
Blackrock, Inc 81,834,738 5 Indirect (497%) & CFD (0.04%)
The Capital Group Companies,Inc 66,681,922 4049 Indirect Interest
The Wellcome Trust 47 464,282 3.01 D|rect Interest

Notifications were also received from William Adderley and Majedie Asset Management Limited during the year to

disclose that they no longer held a notifiable interest.



DEADLINES FOR EXERCISING
VOTING RIGHTS

Votes are exercisable at a general meeting

of the Company in respect of which the
business being voted uponis being heard.
Votes may be exercised in person, by proxy,
orinrelation to corporate members, by
corporate representatives. The Articles
provide a deadline for submission of proxy
forms of not less than 48 hours before the
time appointed for the holding of the
meeting or adjourned meeting. However,
when calculating the 48-hour period, the
directors can,and have, decided not to take
account of any part of aday thatisnota
working day.

SIGNIFICANT AGREEMENTS -
CHANGE OF CONTROL

There are anumber of agreements touwhichm

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 agreements of this kind are
as follows:

- The £400m Medium Term Notes issued by
the Company on 30 November 2009, the
£300m Medium Term Notes issued by the
Company on 6 December 2011 and the
£400m; Medium Term Notes issued by
the Company on 12 December 2012 to
various institutions (MTN’)and under the
Croup’s £3bn euro Medium Term Note
(EMTN) programme contain an option
such that, upon a change of control
event,combined with a credit ratings
downgrade to below sub-investment
level,any holder of an MTN may require
the Company to prepay the principal
amount of that MTN.

— The $500m US Notes issued by the
Company to various institutions on
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 holder of such a US Note may
require the Company to prepay the
principalamount of that US Note.

- The $300m US Notesissued by the
Company to various institutions on
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 holder of such a US Note may
require the Company to prepay the
principalamount of that US Note.
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— The £1.325bn Credit Agreement dated
29 September 2011 between the
Company and various banks contains
aprovision such that, upon a change
of controlevent, unless new terms are
agreed within 60 days, the facility under
thisagreement will be cancelled with
alloutstandingamounts becoming
immediately payable with interest;and

— The amended and restated Relationship
Agreement dated 6 October 2014
(originally dated 9 November 2004 as
amended on 1 March 2005), between
HSBC and the Company and relating to
M&S Bank, contains certain provisions
which address a change of control of the
Company. Upon a change of controlthe
existing rights and obligations of the
parties inrespect of M&S Bank continue
and HSBC gains certain limited additional
rights inrespect of existing customers
of the new controller of the Company.
Where a third-party arrangementisin
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 reasonably
practicable (whilst not being required
to doanything that would breach any
contractinplaceinrespect of such
arrangement).

Where a third-party arrangement is so
terminated, or does not exist, HSBC gains
certain exclusivity rights in respect of
the sale of financial services products
to the existing customers of the new
controller. Where the Company
undertakes a re-branding exercise with
the new controller following a change of
control (which includes using any M&S
brandinrespect of the new controller’s
business or vice versa), HSBC gains
certaintermination rights (exercisable
atits election)inrespect of the
Relationship Agreement.

The Company does not have agreements
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 schemes and plans to vest on
atakeover.

EMPLOYEE INVOLVEMENT

We remain committed to employee
involvement throughout the business.
Employees are kept wellinformed of the
performance and strategy of the Group
through personalbriefings, regular
meetings, emailand broadcasts by the Chief

Executive and members of the Board at

key pointsin the year to allhead office and
distribution centre employees and store
management. Additionally, many of our
store colleagues canjoin the briefings

by telephone to hear directly from the
business. These types of communication
are supplemented by our employee
publications including ‘Your M&S" magazine,
Plan A updates and DVD presentations.
More than 3,500 employees are elected
onto Business Involvement Groups (‘BICs)
across every store, distribution centre and
head office location to represent their
colleagues in two-way communication and
consultation with the Company. They have
continuedto play akey roleinawide variety
of business changes.

The 20th meeting of the European Works
Council (EWC") (established in 1995) will
take place in September 2015. This Council
provides an additional forum forinforming,
consultingand involving employee
representatives from the countriesin the
European Community. The EWC includes
representatives from France, The
Netherlands, Czech Republic, Slovakia,
Creece, Bulgaria, Slovenia, Romania, Croatia,
Hungary, Lithuania, Latvia, Estonia, Poland,
the Republic of Ireland and the UK. The EWC
has the opportunity to be addressed by the
Chief Executive and other senior members
of the Company onissues that affect the
European business. This includes the
Directors of Internationaland Multi-channel
andthe Director of Plan A, who allhave an
impact across the European Community.

Directors and senior management regularly
attend the national Business Involvement
Croup (BIC) meetings. They visit stores and
discuss with employees matters of current
interest and concern to both employees
and the business through meetings with
local BIG representatives, specific listening
groups andinformal discussions. The
business has continued to engage with
employees and drive involvement through a
scheme called The BIC Idea. Ona quarterly
basis the business poses a question to
gatherideas and initiatives onanumber of
areas including how we can better serve

our customers. Several thousand ideas are
put forward each time and the winning
employeereceives anaward andthe
chance to see how thisisimplemented

by the Company.

Share schemes are a long-establishedand
successful part of our total reward package,
encouraging and supporting employee
share ownership.In particular,around
24,000 employees currently participate

in Sharesave, the Company’s allemployee
Save As you Earn Scheme. Full details of all
schemes are given onpages 70to 71.



We have a well established interactive
wellbeing website designed exclusively

for M&S employees. It gives any employee
the opportunity to access a wealth of
information, help and support. We cover all
areas of wellbeing, from healthy eating and
exercise to help in overcomingissues such
as stress, financial challenges, achieving a
positive work-life balance and problems
with sleeping. Using this service, employees
canaccess our personal support teams,
suchas counselling,as wellas take partina
calendar of wellbeing events and initiatives.

Employees are able tointeract with one
another, post information about clubs and
groups in their areaand can gain access
toinformation about corporate projects,
which link to their personal health, via our
employee social media platform, Yamsmer.

We maintain contact with retired staff
through communications fromthe
Company and the Pension Trust. Member-
nominated trustees have been elected

to the Pension Trust board, including
employees and pensioners. We continue
to produce aregular Pensions Update
newsletter for members of our final salary
pension scheme and have a fully interactive
website for members of the defined
contribution M&S Pension Savings Plan.

EQUAL OPPORTUNITIES

The Croup is committed to an'éé‘.ti'\./‘é“équal

opportunities policy from recruitment
and selection, through trainingand
development, performance reviews and
promotion to retirement. Itis our policy
to promote an environment free from
discrimination, harassment and
victimisation, where everyone will receive
equaltreatment regardless of gender,
colour, ethnic or national origin, disability,
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age, marital status, sexual orientation

or religion. All decisions relating to
employment practices willbe objective,
free from bias and based solely upon work
criteriaand individual merit. The Company
is responsive to the needs of its employees,
customers and the community at large. We
are an organisation which uses everyone’s
talents and abilities and where diversity

is valued. We were one of the first major
companies to remove the default
retirement agein 2001 and have continued
toseeanincrease in employees wanting to
work past the state retirement age. Our
oldest employeeis 88 years old and joined
the businessatage 80.In April 2015 the
Company once again featuredin The Times
Top 50 Employers for Women, highlighting
how equal opportunities are available for
allat M&S.

EMPLOYEES WITH DISABILITIES

Itis our policy that people with disabilities
should have fulland fair consideration for
all vacancies. During the year, we continued
to demonstrate our commitment to
interviewing those people with disabilities
who fulfil the minimum criteria,and
endeavouring to retain employeesin the
workforce if they become disabled during
employment. We willactively retrainand
adjust their environment where possible to
allow them to maximise their potential. We
continue to work with external organisations
to provide workplace opportunities through
our innovative Marks &Start scheme and by
working closely with JobCentre Plus. The
Marks & Start scheme was introduced into
our distribution centre at Castle Donington
in 2012/13, where we work with Remploy to
support people with disabilities and health
conditions into work.

TOTAL GLOBAL M&S GREENHOUSE GAS EMISSIONS 2014/15

ESSENTIAL CONTRACTS OR
ARRANGEMENTS

The Company is required to disclose any
contractual or other arrangements which
it considers are essential toits business.
We have a wide range of suppliers for the
production and distribution of products
to our customers. Whilst the loss of, or
disruption to, certain of these arrangements
could temporarily affect the operations
of the Group, none are considered to be
essential, with the exception of certain
warehouse and logistic operators and
providers of services relating to the
Company’s e-commerce platform.

GCROCERIES SUPPLY CODE
OF PRACTICE

The Groceries (Supply Chain Practices)
Market Investigation Order 2009 (‘Order’)
and The Croceries Supply Code of Practice
(GSCOP’)impose obligations on M&S
relating to relationships with its suppliers of
groceries. Under the Order and CSCOP,M&S
is required to submit an annual compliance
report to the Audit Committee for approval
andthento the Competition and Markets
Authority and Groceries Code Adjudicator.

M&S submitted its report to the Audit
Committee on 14 May 2015 covering the
period from 1 April 2014 to 31 March 2015.
Inaccordance with the Order,a summary
of that compliance report is set out below.

M&S believes that it has compliedin full
with CSCOP and the Order during the
relevant period. No formal disputes have
arisen during the reporting period. Four
allegations regarding potential breaches
of GSCOP were made by suppliers during
the relevant period, but all complaints have
been withdrawn/resolved.

The disclosures required by law relating to the Croup’s greenhouse gas emissions are included in the table below. For full details of

calculations and adjustments, as well as performance against 2006/07 voluntary baseline, see our 2015 Plan A Report.

2014/15 2013/14 %

000 tonnes 000 tonnes change

Direct emissions (scope) 167 - les -
Indirect emissions from energy (scope 2) 367* 340 +8*
Total statutory emissions (scope 1+2) 534 508 +5
Transport, energy, waste and business travel (scope 3) 58 59 -2
Total gross/location-based emissions 592 567 +5
Carbon intensity measure (per 1,000 sq ft of salesfloor) 30 30 L
Creen tariffs and carbon offsets 592 567 +4.4
‘ Total net/marketplace emissions 0 0 -

Calculated based on operational controlin accordance with 2014 DECC/DEFRA using Guidelines WRI/WBCSD CHC Reporting Protocols

(Revised edition) and 2014 Scope 2 Cuidance.

*Increase caused by higher UK grid electricity carbonintensity.

GOVERNANCE



M&S operates systems and controls to
ensure compliance with the Order and
GSCOP including the following:

— The terms and conditions which govern
the trading relationship between M&S
and those of its suppliers that supply
groceries to M&S incorporate GSCOP;

— New suppliers are issued with information
as required by the Order;

— M&S has a Code Compliance Officer as
required under the Order, supported by
ourin-house legal department;and

— Employee training on CSCOP is provided,
including annual refresher programmes
and new starter training.

POLITICAL DONATIONS

No political donations were made during
the yearended 28 March 2015.M&S has a
policy of not making donations to political
organisations or independent election
candidates orincurring political expenditure
anywhere in the world as definedin the
Political Parties, Elections and Referendums
Act 2000.

GOING CONCERN

Inadopting the going concern basis for
preparing the financial statements, the
directors have considered the business
activities as set out onpages 1to 22 as
wellas the Group’s principal risks and
uncertainties as set out on pages 23 to 25.
Based on the Group’s cash flow forecasts
and projections, the Board is satisfied that
the Croup will be able to operate within the
level of its facilities for the foreseeable
future. For this reason the Board considers
it appropriate for the Group to adopt

the going concern basis in preparing its
financial statements.

AUDITOR

Resolutions to reappoint Deloitte LLP as
auditor of the Company and to authorise
the Audit Committee to determine their
remuneration will be proposed at the
2015 AGM.

ANNUAL GENERAL MEETING

The ACM of Marks and Spencer Group plc
willbe held at Wembley Stadium, London on
7 July 2015 at 17am. The Notice of Meeting is
given,together with explanatory notes,ina
booklet which accompanies this report.

DIRECTORS’ RESPONSIBILITIES

The Board is of the view that the Annual
Report should be truly representative of
the yearand provide shareholders with the
information necessary to assess the Croup’s
performance, business modeland strategy.
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OTHER DISCLOSURES
CONTINUED

This cannot be achieved by merely
reviewing the finaldocument at the end
of the preparation process. The Board
ensured thatits requirements were clearly
communicated from the outset to each
of the departmentsinvolvedin the
production of the Annual Report.

The Board has advised that the narrative
reports should contain the key information
needed by investors and other users of the
report and should avoid being promotional
in nature. Furthermore, the narrative
reportsinthe front and the accounting
information in the back of the report should
be consistentand the teams involved inits
production work closely together to achieve
this. Foranindependent opinion, the Board
alsorequested the Audit Committee review
the Annual Report and provide feedback.
The Committee’s opinion on whether the
reportis fair, balanced and understandable
isonpage 49.

The directors are also responsible for
preparing the AnnualReport, the
Remuneration Report and the financial
statementsinaccordance with applicable
law and regulations. Company law
requires the directors to prepare financial
statements for each financial year. Under
that law, the directors have prepared the
Group and Company financial statements
inaccordance with International Financial
Reporting Standards (IFRSs) as adopted by
the EU.Under company law, the directors
must not approve the financial statements
unless they are satisfied that they give a true
and fair view of the state of affairs of the
Croup and the Company and of the profit
or loss of the Group and the Company for
that period. Inpreparing these financial
statements, the directors are required to:

- Select suitable accounting policies and
then apply them consistently;

— Make judgements and accounting
estimates that are reasonable and
prudent;

— State whether applicable IFRSs (as
adopted by the EU) have been followed,
subject to any material departures
disclosed and explained in the financial
statements;and

- Prepare the financial statements ona
going concern basis unless itis
inappropriate to presume that the
Company will continue in business.

The directors are responsible for keeping
adequate accounting records that are
sufficient to show and explain the
Company’s transactions and disclose, at
any time and with reasonable accuracy,
the financial position of the Company and
the Group and to enable them to ensure

that the financial statementsandthe
Remuneration Report comply with the
Companies Act 2006 and, as regards the
Croup financial statements, Article 4 of the
IAS Regulation. They are also responsible
for safeguarding the assets of the Group
and the Company and hence for taking
reasonable steps for the preventionand
detection of fraud and other irregularities.
The directors are responsible for the
maintenance and integrity of the
Company’s website. Legislationinthe

UK governing the preparation and
dissemination of financial statements may
differ from legislation in other jurisdictions.

Each of the directors, whose names and
functions are listed on pages 34 and 35 of
the AnnualReport, confirmthat, to the best
of their knowledge:

— The Croup financial statements, which
have been preparedinaccordance with
IFRSs as adopted by the EU, give a true
and fair view of the assets, liabilities,
financial position and profit of the Group;

- The Strategic Report and the Directors’
Report containedin this reportinclude
afairreview of the development and
performance of the businessand the
position of the Group, together with a
description of the principal risks and
uncertainties that it faces;and

- The Annual Report, taken as a whole,
is fair,balanced and understandable,
and provides the necessary information
for shareholders to assess the Group’s
performance, business modeland
strategy.

DISCLOSURE OF INFORMATION
TO AUDITORS

Each director confirms that, so far as
he/sheisaware, thereis no relevant audit
information of which the Company’s
auditors are unaware and that each director
has takenall 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 auditors are aware of that
information.

The Directors’ Report was approved by a
duly authorised committee of the Board
of Directors on 19 May 2015 and signed
on its behalf by

A(I/‘m,

Amanda Mellor
Croup Secretary
London, 19 May 2015
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INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC

OPINION ON FINANCIAL STATEMENTS OF MARKS AND SPENCER GROUP PLC

In our opinion:

The financial statements give a true
and fair view of the state of the Group’s
and of the parent company’s affairs

as at 28 March 2015 and of the Group’s
profit for the 52 weeks then ended.
The Group financial statements have
been properly prepared in accordance
with International Financial Reporting
Standards (IFRSs) as adopted by the
European Union.

The parent company financial statements
have been properly prepared in
accordance with IFRSs as adopted by
the European Union and as applied

in accordance with the provisions

of the Companies Act 2006.

The financial statements have been

prepared in accordance with the
requirements of the Companies
Act 2006 and, as regards the Group
financial statements, Article 4 of
the IAS Regulation.

The financial statements comprise the
Consolidated Income Statement, the
Consolidated Statement of Comprehensive
Income, the Consolidated and Company
Statements of Financial Position, the
Consolidated and Company Statements

of Changes in Equity, the Consolidated

and Company Statements of Cash Flows,
the reconciliation of net cash flow to
movement in net debt note,and the
related notes 1 to 27. The financial reporting
framework that has been appliedin their
preparationis applicable law and IFRS as
adopted by the European Unionand, as
regards the parent company financial
statements,as appliedin accordance with
the provisions of the Companies Act 2006.

GOING CONCERN

As required by the Listing Rules we have
reviewed the directors’ statement contained
within the ‘Other disclosures’section on
page 82 that the Groupis a going concern.
We confirm that:

- We have concluded that the directors’ use

of the going concern basis of accounting
in the preparation of the financial
statementsis appropriate.

-~ We have not identified any material
uncertainties that may cast significant
doubt on the Croup’s ability to continue
asagoing concern.

OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT

However, because not all future events or
conditions canbe predicted, this statement
is not a guarantee as to the CGroup’s ability to
continue as a going concern.

The key risks we identified are:

o Revenue recognition - gift cards,
loyalty schemes, returns and
franchise arrangements

The assessed risks of material misstatement
are those that had the greatest effect on
our audit strategy, the allocation of
resources in the audit and directing the
efforts of the engagement team.

The Audit Committee has requested that,
while not required under International
Standards on Auditing (UK and Ireland),
we include in our report any significant
findings inrespect of these assessed
risks of material misstatement.

The description of risks below should be
read in conjunction with the significant
issues considered by the Audit Committee
discussed on pages 48 and 49.

Our audit procedures relating to these
matters were designed in the context of
our audit of the financial statements as a
whole,and not to express an opinion on
individualaccounts or disclosures. Our
opinion on the financial statements is not
modified with respect to any of the risks
described below,and we do not express an
opinion on these individual matters.

© See tables on p84-87 for more detail.
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INDEPENDENT AUDITOR’S REPORT
CONTINUED

OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT CONTINUED

PRESENTATION OF
NON-GAAP MEASURES

Risk description

The presentation of income and costs
within non-CAAP measures (to derive
‘underlying profit before tax’) under IFRS is
judgemental, with IFRS only requiring the
separate presentation of material items.
Judgement is required in determining the
classification of items as non-underlying.

In calculating the reported non-CAAP
measures, there are two risks which may
result in the underlying profit measure
being misstated and therefore not being
reliable to users of the financial statements:

- ltems may be includedin the non-
underlying adjustments which are
underlying or recurring items, distorting
the reported underlying earnings.

How the scope of our audit responded to the risk

— Items may be omitted from the non-
underlying adjustments which are
materialand one-off in nature.

Explanations of each adjustment to derive
underlying profit from the reported profit
before taxare set outinnotes 1 and 5 to the
financial statements.

We evaluated the appropriateness of the
inclusion of items, both individually and in
aggregate, within non-underlying profits,
including assessing the consistency of
items included year-on-year and ensuring
adherence to IFRS requirements and
latest Financial Reporting Council (FRC)
guidance. We also agreed these items to
supporting evidence.

We assessed allitems, either highlighted by
management or identified through the
course of our audit, which were regarded as
one-off but included within underlying
earnings to ensure that these are not
material eitherindividually orinaggregate.
Foralladjustments recorded in calculating
underlying profits, we discussed the
appropriateness of the item with the

Audit Committee and any disclosure
considerations.

Findings We are satisfied that the items
excluded from underlying earnings and the
related disclosure of theseitems in the
financial statements is appropriate.

IMPAIRMENT OF
STORE ASSETS

Risk description

As describedin the Accounting Policies in
note 1 andin note 15 to the financial
statements, the Croup held £5,031.1m

of property, plant and equipment at

28 March 2015. Thereis arisk that the
carrying value of stores and related fixed
assets may be higher than the recoverable
amount. When a review for impairment

is conducted, the recoverable amount

is determined based on value in use
calculations which rely on the directors’
assumptions and estimates of future
trading performance.

The key assumptions applied by the
directors in the impairment reviews are:

— Country-specific discount rates.
— Future revenue growth.
- Trading margin.

- Store costs, including rent, staff payroll
costs and general operating costs.

The directors consider that each retail store
constitutes its own cash generating unit
(‘CCU), with the exception of the outlet
stores which are used to clear old season

How the scope of our audit responded to the risk

generalmerchandise stock at a discount,
and certain strategic stores. The outlet
stores are considered to represent one
CGU inaggregate and strategic stores are
evaluated as part of a country-wide
impairment review.

The Croup’'s accounting policy sets outa
relevant shelter period for new stores to
be takeninto account when assessing
indicators of impairment during initial
years of trading to enable the store to
establishitselfin the market.

We considered the appropriateness of the
methodology applied by the directorsin
calculating the impairment charges,and
the judgements applied in determining the
CCUs of the business.

We assessed the impairment models and
calculations by:

- Checking the mechanicalaccuracy of
theimpairment models.

— Assessing the discount rates applied to
theimpairment reviews for each country
and comparing the rates to our internal
benchmark data.

— Comparing forecast growth rates to
economic data.

- Evaluating the informationincludedin
the impairment models through our
knowledge of the business gained
through reviewing trading plans,
strategic initiatives,and meeting with
senior trading managers from key
categories and our retailindustry
knowledge.

We assessed the appropriateness of the
shelter period for each store opened within
that time frame, and compared the original
investment case for the store against its

current trading performance. Where stores
were trading significantly below the original
case, we considered the evidence available
to support future improvements in
performance, specifically by assessing the
trading plans and actions being takenonan
individual store basis.

Findings We concluded that the
assumptions appliedin the impairment
models were appropriate, including those
made around shelter periods and no
additionalimpairments were identified
from the work performed above.
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OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT CONTINUED

INVENTORY VALUATION
AND PROVISIONS

Risk description

At 28 March 2015, the Croup held
inventories of £797.8m. As describedin

the Accounting Policiesinnote 1 to the
financial statements, inventories are carried
at the lower of cost and net realisable value.

As aresult, the directors apply judgement
in determining the appropriate provisions
for obsolete stock based upon a detailed
analysis of old season inventory, net
realisable value below cost based upon

How the scope of our audit responded to the risk

plans forinventory to gointo sale and stock
loss based upon the run rate from recent
inventory counts.

We obtained assurance over the
appropriateness of management’s
assumptions applied in calculating the
value of the inventory provisions by:

— Checking the effectiveness of key
inventory controls operating across the
Group, including those at 15 distribution
centres and 26 retail stores.

- Attending inventory counts at 15
distribution centres and 16 stores.

— Checking for a sample of individual
products that invoiced costs have
been correctly recorded and that the
allocation of directly attributable costs
has been correctly calculated.

— Comparing the net realisable value,
obtained through a detailed review of
sales subsequent to the year end using
audit analytics, to the cost price of
inventories to check for completeness
of the associated provision.

— Performing audit analytics on stock
holding and movement data to identify
product lines with indicators of low stock
turn or stock ageing.

— Meeting with buyers to validate the
assumptions applied by management
compared to the current purchasing
strategy and ranging plans.

— Reviewing the historical accuracy of
inventory provisioning, and the level of
inventory write-offs during the year in
relation to stock loss.

We evaluated consumer trends identified
through benchmarking and external
market data to challenge the assumptions
underlying sales forecasts by category to
assess the completeness of provisions for
obsolescence.

Findings The results of our testing were
satisfactory and we concur that the level
of inventory provisions is appropriate.

REVENUE RECOGNITION - GIFT CARDS, LOYALTY
SCHEMES, RETURNS AND FRANCHISE ARRANGEMENTS

Risk description

As describedin the Accounting Policies
innote 1 to the financial statements, the
Croup’s revenue recognition policies
require the directors to make a number of
assumptions in determining the reported
revenue for the period. The key
assumptions are:

- Gift cards, vouchers and loyalty schemes
—the directors apply an expected
redemptionrate to the total value of
gift cards, vouchers and loyalty points
inissue based on historic trends.

- Returns —customers are entitled to
return products up to 35 days after
purchase, giving rise to arisk that sales
recognised during the period will be

reversed in the next financial period.
The directors apply judgementin
determining the provision required for
returns based on the prior five weeks’
salesandrecent product returnrates.
Returns from online sales are commonly
atahigher level than traditional store
retailing, resulting in this jJudgement
becoming more significantin
determining the level of provision
required.

The Croup reported revenues in the
period from the sale of food and general
merchandise to international franchise
partners and the sale of food to UK
franchise partners.

The complexity of pricing structures
across franchise relationships,and the
Croup’s expansion into new franchise
agreements, create a risk that revenue
may be misstated due to the specific
terms of business agreed with each
franchise partner.In addition, as explained
on page 29 of the Strategic Report,
international franchise markets have
been particularly challenging due to the
economic and political environments

in the Middle East, Russia and Ukraine,
giving rise to a furtherrisk that franchise
receivables may beirrecoverable.

Continues on p86
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OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT CONTINUED

REVENUE RECOGNITION - GIFT CARDS, LOYALTY
SCHEMES, RETURNS AND FRANCHISE ARRANGEMENTS CONTINUED

How the scope of our audit responded to the risk

We considered each revenue-impacting
provision individually,and assessed the
appropriateness of the assumptions and
judgements applied.

Forthe key assumptions usedin the

gift card, voucher and loyalty scheme
provisions, we assessed the historic rates
of redemption and compared these to the
directors’judgements.

We assessed the appropriateness of the
methodology applied in calculating the
returns provision,and compared the
calculated provisionto the actual level
of returns recorded subsequent to the
period end.

We reviewed a sample of franchise
agreements, including new agreements
during the period. Our review specifically
focused on:

— Assessing the pricing structure and
determining whether revenue has been
recognisedin line with the terms of the
agreementincluding the consideration
of any rights to return old inventories.

— Considering the payment terms and
comparing them to the payment
patterns experienced with the
franchise partner.

We independently assessed the
recoverability of franchise receivables
more than 30 days past due under the
franchise agreement, and allreceivables
from franchises in the Middle East, Russia
and Ukraine due to therisks identified
above. Ourassessment included reviewing
historic payment patterns for selected
franchises, checking cash received
subsequent to the reporting date,

considering correspondence received
from franchise partners by the Group,

and challenging management on the
judgements appliedin calculating any
provision for doubtful debts. For the most
significant franchises, we obtained external
confirmations of key agreement terms,
and the balance due for payment as at

28 March 2015.

Findings We are satisfied that the key
assumptions appliedin calculating the

gift card, voucher and loyalty scheme
provisions are appropriate. The run-rate
applied to calculate the provision for
refunds is appropriate and testing
performed in relation to recognition of
revenues from franchise partners or the
recoverability of any amounts outstanding
at the year end proved satisfactory.

SUPPLIER
REBATES

Risk description

As described in the Accounting Policies
in note 1 to the financial statements, the
Croup recognises a reduction in cost of
sales as a result of amounts receivable
from suppliers, primarily comprising
contributions in relation to promotions
in the Food business, strategic volume
moves and some annual volume-based

rebates. The majority of these
contributions tend to be smallin unit value
but high in volume and span relatively
short periods of time, although these can
be across the financial year end. There are
a small number of larger arrangements,
which relate to multi-year periods.

How the scope of our audit responded to the risk

Judgement is required in determining

the period over which the reduction in
cost of sales should be recognised,
requiring both a detailed understanding of
the contractual arrangements themselves
as well as complete and accurate source
data to apply the arrangements to.

We tested that amounts recognised were
accurate and recorded in the correct
period based on the contractual
performance obligations by agreeing a
sample to individual supplier agreements.
We circularised a sample of suppliers to
test whether the arrangements recorded
were complete and interviewed a sample
of buyers to supplement our
understanding of the contractual
arrangements.

We tested the completeness and accuracy
of the systematic inputs to the
calculations for recording supplier rebates

and discounts by agreement to supporting
evidence, including volume data and
promotion dates.

We performed revenue and margin
analysis to understand detailed trends
by product category in order to identify
apparent anomalies which may indicate
potential rebate income errors. Such
anomalies were investigated to assess
whether they were indicative of a mis-
application of contractual terms or other
calculation errors.

\We also tested a sample of invoices and
debit notes raised post year end to test the
completeness and accuracy of accrued
supplier income at 28 March 2015.1n
addition we tested the recoverability of
the amounts due at the year end.

Findings The results of our testing were
satisfactory. We consider the disclosure
given around supplier rebates to provide
an accurate understanding of the types

of rebate income received and the impact
on the statement of financial position as at
28 March 2015.
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OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT CONTINUED

RETIREMENT
BENEFITS

Risk description

As describedin the Accounting Policies in
note 1 andinnotes 11 and 12 to the financial
statements, the Group has a defined benefit
pension plan forits UKemployees, which
was closed tonew entrants with effect from
1 April2002,and a funded defined benefit
pension scheme inthe Republic of Ireland,

where no new benefits have accrued since
31 October 2013.

At 28 March 2015, the Group recorded a net
retirement benefit asset of £449.0m, being
the net of scheme assets of £8,596.5m and
scheme liabilities of £8,147.5m. The Group’s

How the scope of our audit responded to the risk

net retirement benefit asset has shown
significant volatility,as the valuation is
sensitive to changes in key assumptions
such as the discount rate and inflation
estimates. The setting of assumptions
iscomplexandan area of significant
judgement.

\We evaluatedthe directors assessment of
the assumptions made in the valuation of the
scheme assets and liabilities,and evaluated
the information contained within the
actuarial valuation reports for each scheme.

\We tested the membership census data used
inthe valuation of the schemes and, with
support from our own actuarial specialists,
we considered the valuation process applied
by the Croup’s actuaries, the scope of the

valuation performedandthe key
assumptions applied,and evaluated their
expertise. We benchmarkedand performeda
sensitivity analysis on the key variables in the
valuation model, including:

—>Salaryincreases.
— Inflation rates.
—> Mortality rates.

— Discount rates.

\We obtained asset confirmations or carried
out otheraudit procedures to test the
completenessandaccuracy of the
schemeassets.

Findings From the work performedabove
we are satisfied that allassumptions applied
in respect of the valuation of the scheme
assets and liabilities are appropriate.

IN THE PREVIOUS YEAR’S AUDIT REPORT, THE FOLLOWING RISKS WERE ALSO INCLUDED:

Our application of materiality

These have not beenincluded as key risks in

the current year.

We determined materiality for the
Group to be £32.0m.

We reported all audit differences
in excess of £1.0m.

We define materiality as the magnitude of
misstatement in the financial statements
that makes it probable that the economic
decisions of areasonably knowledgeable
person would be changed or influenced.
We use materiality both in planning the
scope of our audit work and in evaluating
theresults of our work.

We determined materiality for the Group
tobe £32.0m, whichis approximately 5%
of pre-tax profit and below 1% of equity.
The materiality used by the predecessor
auditorin 2014 was £31.0m, which
represented 5% of pre-tax profit adjusted
for non-CAAP performance measures.

We agreed with the Audit Committee that
we would report to the Committee all audit
differencesin excess of £1.0m (2014: the
predecessor auditor reported onall
differences identified above £1.5m) as well
as differences below that threshold that,

Materiality

£32m
5%

Group materiality
® PBT

in our view, warranted reporting on
qualitative grounds. We also report

to the Audit Committee ondisclosure
matters that we identified when assessing
the overall presentation of the financial
statements.

Group materiality
£32m

Component
materiality range
£2Im to £2m

Audit Committee
reporting threshold
£1m
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INDEPENDENT AUDITOR’S REPORT

CONTINUED

AN OVERVIEW OF THE SCOPE OF OUR AUDIT

Scope of audit

Our Group audit was scoped by obtaining
an understanding of the Croup andits
environment, including Group-wide
controls,and assessing the risks of material
misstatement at the Group level. The
Croup has retail operations in 59 countries,
of which 17 are wholly-owned businesses,
two are joint ventures,and 40 operate
under franchise agreements (in addition
to two wholly-owned businesses which
also operate franchise agreementsin
those territories).

Audit components

Based on that assessment, we focused our
Group audit scope primarily on the audit
work at eight wholly-owned locations:
United Kingdom, Republic of Ireland, Czech
Republic, Greece, Turkey, India, Chinaand
Hong Kong. All of these were subject toa
fullaudit. These locations represent the
principal business units and account for
99% of the Croup’s revenue and 95% of

the Croup’s profit before taxand 76% of
the Group's net assets. They were also
selected to provide an appropriate basis

for undertaking audit work to address

the risks of material misstatement
identified above. Whilst we audit the
revenues received by the Group from
franchise operations, which account for
3% of the Croup’s revenue, we do not audit
the underlying franchise operations.

We performed a full scope audit on
components representing 99% of
the Group’s revenue and 95% of the
Group’s profit before tax and 76%
of the Group’s net assets.

At the parent entity level we also tested the
consolidation process and carried out
analytical procedures to confirm our
conclusion that there were no significant risks
of material misstatement of the aggregated
financialinformation of the remaining
components not subject toa fullaudit.

We visited all significant

components during the year

The most significant component of

the Croupiisitsretailbusinessinthe
United Kingdom, which accounts for 89%
of the Group’s revenue, 91% of the Croup’s
operating profit and 50% of the Croup’s
net assets. The Croup audit team performs
the audit of the UK business without

the involvement of a component team.
During the course of our audit, the Croup
audit team conducted 16 distribution
centre and 27 retail store visits in the UK
to understand the current trading
performance and, at certain locations,
perform tests of internal controls and
validate levels of inventory held.

Since this was our first year as the Group’s
auditor, we visited each of the eight
significant locations outlined above at

Full scope audit
components I

REVENUE

(] Analy:fical procéﬁ{jures

Spec'iﬁ:c audit p'rgcedures:

Fullaudit

least once. Each component was visited
during our transition, planning and risk
assessment process,in order for a senior
member of the Group audit team to
obtain a thorough understanding of the
operations, risks and control environments
of each component. For more significant
or complex components, we conducted a
second visit during the audit to review the
component auditor’s working papers and
attend key meetings with component
management.

Going forward, we will follow a programme
of planned visits that has been designed so
that a senior member of the Group audit
team visits each of the locations where

the Group audit scope was focused at

least once every two years,and the most
significant of them at least once a year.

PROFIT BEFORE TAX

NETASSETS

2%
3%
95%

In years when we do not visit a significant
component we willinclude the component
audit team in our team briefing, discuss
theirrisk assessment, and review
documentation of the findings from

their work.

Inaddition to our visits in these locations,
senior members of each component
audit team attended a two-day training
programme hosted by the Group audit
team covering topics which included
understanding the business and its core
strategy, a discussion of the significant
risks and workshops on our planned
audit approach.

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006

In our opinion

— The part of the Directors’ Remuneration
Report to be audited has been properly
preparedinaccordance with the
Companies Act 2006.

— The information given in the Strategic
Report and the Directors’ Report for the
financial year for which the financial
statements are prepared is consistent
with the financial statements.
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MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

Adequacy of explanations received
and accounting records

Under the Companies Act 2006 we are
required to report to youif,in our opinion:

— We have not received all the information
and explanations we require for our
audit.

— Adequate accounting records have not
been kept by the parent company, or
returns adequate for our audit have not
beenreceived from branches not visited
by us.

— The parent company financial
statements are notinagreement with
the accountingrecords and returns.

\We have nothing toreport inrespect of
these matters.

Directors’ remuneration

Under the Companies Act 2006 we are also
requiredto report if in our opinion certain
disclosures of directors’ remuneration have
not beenmade or the part of the Directors’
Remuneration Report to be audited is not
inagreement with the accounting records
and returns. We have nothing to report
arising from these matters.

Corporate Governance Statement
Under the Listing Rules we are also required
toreview the part of the Corporate
Covernance Statement relating to the
Company’s compliance with ten provisions
of the UK Corporate CGovernance Code.

We have nothing to report arising from
ourreview.

Our duty to read other information

in the Annual Report

Under International Standards on Auditing
(UKand Ireland), we are required to report
to youif,in our opinion, informationin the
Annual Reportis:

— Materially inconsistent with the
information in the audited financial
statements.

— Apparently materially incorrect based
on, or materially inconsistent with, our
knowledge of the Croup acquiredin the
course of performing our audit.

— Otherwise misleading.

In particular, we are required to consider
whether we have identified any
inconsistencies between our knowledge
acquired during the audit and the directors’
statement that they consider the Annual
Reportis fair,balanced and understandable
and whether the Annual Report
appropriately discloses those matters that
we communicated to the Audit Committee
which we consider should have been
disclosed. We confirm that we have not
identified any suchinconsistencies or
misleading statements.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITOR

As explained more fully in the Directors’
Responsibilities Statement, the directors
are responsible for the preparation of the
financial statements and for being satisfied
that they give a true and fair view. Our
responsibility is to audit and express an
opinion on the financial statementsin
accordance with applicable law and
International Standards on Auditing (UK
andlreland). Those standards require us
to comply with the Auditing Practices
Board'’s Ethical Standards for Auditors.

We also comply with International Standard
on Quality Control 1 (UKand Ireland). Our
audit methodology and tools aim to ensure
that our quality control procedures are
effective, understood and applied. Our
quality controls and systems include our
dedicated professional standards review
teamandindependent partner reviews.

This reportis made solely to the
Company’s members,as abody,in
accordance with Chapter 3 of Part 16

of the Companies Act 2006. Our audit work
has been undertaken so that we might
state to the Company’s members those
matters we are required to state to them
inan auditor’s report and for no other
purpose. To the fullest extent permitted
by law, we do not accept orassume
responsibility to anyone other than the
Company and the Company’s members
asabody, for ouraudit work, for this report,
or for the opinions we have formed.

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

Anaudit involves obtaining evidence
about the amountsand disclosuresinthe
financial statements sufficient to give
reasonable assurance that the financial
statements are free from material
misstatement, whether caused by fraud or
error. Thisincludes an assessment of:;

— Whether the accounting policies are
appropriate to the Croup’'sand the
parent company’s circumstances and
have been consistently applied and
adequately disclosed.

— The reasonableness of significant
accounting estimates made by the
directors.

— The overall presentation of the
financial statements.

In addition, we read all the financialand
non-financialinformation in the Annual
Report toidentify materialinconsistencies
with the audited financial statements

and toidentify any information that is
apparently materially incorrect based on,

or materially inconsistent with, the
knowledge acquired by us in the course of
performing the audit. If we become aware
of any apparent material misstatements
orinconsistencies we consider the
implications for our report.

lan Waller (Senior statutory auditor)
forand on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor

London, United Kingdom
19 May 2015
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CONSOLIDATED INCOME STATEMENT

52 weeks ended 28 March 2015

52 weeks ended 29 March 2014

Underlying Non-underlying Total Underlying Non-underlying Total

Notes £m £m £m £m £m £m

Revenue 2,3 10,311.4 - 10,3114 10,309.7 - 10,309.7
Operating profit 23S 762.5 (61.2) 7013 7419 @r4) ... 6945
Financeincome B8 155 - 155 20) 49 250,
Finance costs i i 6 (116.8) - (116.8) (139.1) - (139
Profit before tax i} 4,5 661.2 (61.2) 600.0 6229 (425 5804
Income tax expense 7 (124.8) 6.5 (118.3) m7n 427 (74.4)

Profit for the year 536.4 (54.7) 481.7 505.8 02 506.0
Owners of the parent i} ' 541.2 (54.7) 486.5 520.0 48 5248
Non-controlling interests (4.8) - (4.8) (14.2) (4.6) (18.8)

536.4 (54.7) 481.7 505.8 0.2 506.0
Bascomngspershore e m e mmmmowwe

Diluted earnings per share 8 32.9p (3.4p) 29.5p 319p 0.3p 32.2p

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

52 weeks ended

52 weeks ended

28 March 2015 29March 2014
Notes £m £m
Profit for the year 481.7 506.0
Other comprehensive income/(expense).
Items that will not be classified to profit y
1] 1937 ....893)

Tax (charge)/credit on retirement benefit schemes

(40.2)

31.8

153.5

(53.5)

Items that may be reclassified subsequently to profit or loss

22].2::.. [

(60.0): B

@5

@3
(1099)
364

—amountrecognisedininventories (21.6) 187
Tax (charge)/credit on cash flow hedges and net investment hedges (21.2) 12.2
110.9 (64.9)
Other comprehensive income/(expense) for the year, net of tax 264.4 (118.4)
Total comprehensive income for the year 746.1 3876

Attributable to:

Owners of the parent

7509

Non-controlling interests

(4.8)

4064
(18.8)

746.1

3876
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at Asat

28 March 2015 29March 2014
Notes £m £m
Assets
Non-current assets S
Intangible assets 14 858.2 ..8084
Property, plant and equipment 15 50311 ..51399
Investment property 15.6"“ 157

Investment in joint ventures 122 127

Other financial assets 16 3.0,
Retirement benefit asset 1 4607 2007
Trade and otherreceivables 17 2833 3135
Derivative financial instruments 21 758 406
Deferredtaxassets 1.2

6,741.1
Currentassets S
VOIS 7978 ...
Other financial assets 16 ne
Trade and otherreceivables 17 3218
Derivative financialinstruments 2 N7
Cashand cash equivalents 18 205.9

1,455.0
Total assets 8,196.1
Liabilities
Current liabilities I
Trade and other payables 19 1,6424
Borrowings and other financial liabilities 20 2794 ...
Derivative financialinstruments 21 77
Provisions 22 462
Current tax liabilities 64.0

2,111.6

Non-current liabilites .
Retirement benefit deficit 1 nz

Trade and other payables ) 19 319.7
Partnership liability to the Marks & Spencer U 12 410 4968
Borrowings and other financial liabilities 20 1,7459 16551
Derivative financial instruments 21 200
Provisions Lz 321 314
Deferred tax liabilities 23 315.3

2,885.7
Total liabilities 4,997.3
Net assets 3,198.8
Equity B eeeeereeeeeneeeeeen
Issued share capital 24 4120 4081
Share premium account 3924 3555
Capitalredemptionreserve 2,2026 22026
Hedgingreserve 643 .48
Otherreserve (6,542.2)  (65422)
Retained earnings 6,670.5
Total shareholdersequity 31996 27073
Non-controlling interests in equity (0.8)
Total equity 3,198.8

The financial statements were approved by the Board and authorised for issue on 19 May 2015. The financial statements also comprise
the notes onpages 94 to 125.

Marc Bolland Chief Executive Officer
Helen Weir Chief Finance Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ordinary Share Capital Non-
share premium redemption Hedging Other Retained controlling
capital account reserve reserve reserve' earnings’ Total interest Total
£m £m £m £m £m £m £m £m £m
As at 3'ImMarch 203 4035 3151 2,202.6 92 (65422) 6,503 25385 (19.0) ) 25195
oss) for the year - - - - - 524.8 524.8 (18.8) 5060
,,,,,, Foreign currency translation - - - ©7) -..@e) 223 - 223
Remeasurements of retirement
benefitschemes - - - - - (85.3) (85.3) - (853)
edit onretirement ber - - - - - 318 31.8 -
..... flow and netinvestment hedges
- fair value movements in other
~_comprehensiveincome - - - (117.6) - 77 (109.9) - (1099)
...... - reclassified and reportedin net profit? - - - 364 - - 364 - 364
...... - amountrecognised in inventories - - - 18.7 - - 18.7 - 187
Tax on cash flow hedges and net
investment hedges - - - 12.2 - - 12.2 - 12.2
Other comprehensive expense - - - (51.0) - (67.4) (18.4) - (18.4)
Totalcomprehensive (expense)/income - - - (51.0) - 4574 406.4 (18.8) 3876
Transactions with owners:
ends ) - - - - - (2736)  (2736) -
nsactions with non-controlling
holders - - - - - (39.3) (39.3) 372 Q2N
s issued on exercise of employee
...... share options 46 404 - - - =450 - 450
...... Credit for share-based payments . - . - L= N1~ TLA3
Deferred tax on share schemes - - - - - 90 90 - 90
As at 29 March 2014 408.1 3555 2,2026 (41.8) (6,542.2) 63251 27073 (06) 27067
4081 3555 22026  (41.8) (6,542.2) 6,3251 2,707.3 (0.6) 2,706.7
- - - - - 486.5 486.5 (4.8) 4817
T @O = (88 ()= (75)
Remeasurements of retirement
..benefitschemes ... - - - - . ]
...... Tax charge onretirement benefit schemes - - - - - (40.2) (40.2) - (402
...... Cashflowand net investment hedges
- fairvalue movements in other
omprehensive income - - - 210.9 - 10.3 221.2 -
classified andreportedinnet profit? - - - (60.0) - - (60.0) -
...... - amountrecognised in inventories - - - (21.6) - - (21.6) -
Tax on cash flow hedges and net
investment hedges - - - (21.2) - - (21.2) -
Other comprehensive income - - - 106.1 - 158.3 264.4 -
Totalcomprehensive (expense)/income - - - 106.1 - 6448 750.9 (4.8) 746.1
TRaNSACHONS WIN OWNTS.
...... Dividends - - - - - (2807) (2807) - (2807)
Transactions with non-controlling
L.shareholders = = = = - = - a6 .. 46
Sharesissued on exercise of employee
shareoptions 3.9 36.9 = = - = 408 T JO8
Purchase of own shares held by
employee trusts - - - - - (24.2) (24.2) -

se of share-based pay - - - - - (1.71) (1.1) -
eferred tax on share schemes - - - - - 6.6 6.6 - !
As at 28 March 2015 412.0 3924 2,202.6 64.3 (6,542.2) 6,670.5 3,199.6 (0.8) 3,198.8

1. The‘Otherreserve was originally created as part of the capital restructuring that took place in 2002. It represents the difference between the nominal value of the shares issued prior to
the capitalreduction by the Company (being the carrying value of the investment in Marks and Spencer plc) and the share capital, share premium and capital redemption reserve of
Marks and Spencer plc at the date of the transaction.

2. The'Retained earningsreserve’includes a cumulative £12.6m loss (last year £7.1m loss) in the currency reserve.

3. Amountsreclassified and reportedin profit have been recordedin cost of sales (£4.4m, last year £10.0m)and finance costs (£55.6m, last year (£46.4m)).
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CONSOLIDATED STATEMENT OF CASH FLOWS

52 weeks ended 52 weeks ended

28 March 2015 29March 2014

Notes £m £m
Cash flows from operating activities .
Cash generated from operations 26 1,3491 11755
Income tax paid (71.1) 459

Net cash inflow from operating activities 1,278.0 11296
Cash flows from investing activities 5
Proceeds on property disposals 354 250
Purchase of property, plant and equipment (521.8)  (4401)
Purchase of intangible assets (178.0')‘“ - (2015)
60 .07

Interest received 9.3 34
Net cash used in investing activities (649.1) (614.9)
Cash flows from financing activites 5
Interest paid' (ms3)  (1327)
Cash (outflow)/inflow fromborrowings (1657) 1675
(02) 1541
Redemption of medium-term notes - (4000)
Decrease in obligations under finance leases (4.8) 7.3)
Payment of liability to the Marks & Spencer U (544)  (503)
Equitydividendspaid (2807)  (2736)
Sharesissued on exercise of employee shareoptons 408 442
Purchase of own shares by employee trust (24.2) -
Net cash used in financing activities (614.5) (498.1)
Net cash inflow from activities 144 - 6
Effects of exchange rate changes 23 (6

Opening net cash 175.7 160.7

Closing net cash 27 187.8 1757

1. Includesinterest on the partnership liability to the Marks & Spencer UK Pension Scheme.

"""""""""""""""""""""""""""""""""""""""""""""""""""""""" 52 weeksended  52weeksended

28 March 2015 29March 2014

Notes £m £m
Reconciliation of net cash flow to movementinnetdebt .
Opening net debt (2,463.6) (2,614.3)
Net cash inflow from activities i} 144 166
(Decrease)/increase in current financial assets o 17
Decreaseindebt financng 2351 1360
Exchange and other non-cash movements (3.7) (3.6)

Movement in net debt 240.4 1507
Closing net debt 27 (2,223.2) (2,463.6)
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NOTES TO THE FINANCIAL STATEMENTS

1 ACCOUNTING POLICIES

Basis of preparation

The financial statements have been prepared in accordance

with International Financial Reporting Standards (IFRS) and

IFRS Interpretations Committee (IFRS IC) interpretations, as
adopted by the European Union and with those parts of the
Companies Act 2006 applicable to companies reporting under IFRS.

In adopting the going concern basis for preparing the financial
statements, the directors have considered the business activities
as set out on pages 1 to 31 as wellas the Croup’s principal risks and
uncertainties as set out on pages 24 to 25.Based on the Croup’s
cash flow forecasts and projections, the Board is satisfied that the
Croup will be able to operate within the level of its facilities for the
foreseeable future. For this reason the Group continues to adopt
the going concern basis in preparing its financial statements.

The following IFRS, IFRS IC interpretations and amendments are
effective for the first time in this financial year:

IFRS 10 ‘Consolidated Financial Statements’, IFRS 11 Joint
Arrangements’and IFRS 12 ‘Disclosure of Interests in Other
Entities’and the amendments to IAS 27 (2011) ‘Separate Financial
Statements’ and IAS 28 (2011) ‘Investments in Associates and Joint
Ventures. These have not had a materialimpact on the Group.

There are no IFRS, IFRS IC interpretations oramendments that have
beenissued but are not yet effective that would be expected to
have a materialimpact on the Group.

The Marks and Spencer Scottish Limited Partnership has taken
an exemption under paragraph 7 of the Partnership (Accounts)
Regulations 2008 for the requirement to prepare and deliver
financial statements in accordance with the Companies Act.

A summary of the Company’s and the Croup’s accounting policies
is given below:

Accounting convention

The financial statements are drawn up on the historical cost basis
of accounting, as modified by financial assets and financial liabilities
(including derivative instruments) at fair value through profit

and loss.

Basis of consolidation

The Croup financial statements incorporate the financial
statements of Marks and Spencer Croup plc and allits subsidiaries
made up to the year end date. Where necessary, adjustments are
made to the financial statements of subsidiaries to bring the
accounting policies usedin line with those used by the Croup.

Subsidiaries

Subsidiary undertakings are all entities (including special purpose
entities) over which the Croup has the power to govern the financial
and operating policies generally accompanying a shareholding of
more than one half of the voting rights. Subsidiary undertakings
acquired during the year are recorded using the acquisition
method of accounting and their results are included from the

date of acquisition.

The separable net assets, including property, plant and equipment
and intangible assets, of the newly acquired subsidiary undertakings
are incorporated into the consolidated financial statements on the
basis of the fair value as at the effective date of control.

Intercompany transactions, balances and unrealised gains on
transactions between Croup companies are eliminated.

Revenue

Revenue comprises sales of goods to customers outside the Group
less an appropriate deduction for actualand expected returns,
discounts and loyalty scheme vouchers,and is stated net of value
added taxand other sales taxes. Revenue is recognised when goods
are delivered and the significant risks and rewards of ownership have
been transferred to the buyer.

Supplier income

Inline with industry practice, the Croup enters into agreements with
suppliers to share the costs and benefits of promotional activity
and volume growth. The Croup receives income from its suppliers
based onthe specificagreements in place. This supplier income
received is recognised as a deduction from cost of sales based
onthe entitlement that has been earned up to the balance

sheet date for each relevant supplier agreement. Marketing
contributions, equipment hire and other non-judgemental, fixed
rate supplier charges are not included in the Croup’s definition of
supplierincome.

The types of supplierincome recognised by the Group and the
recognition policies are:

A. Promotional contributions: Includes supplier contributions to
promotional giveaways and pre-agreed contributions to annual
‘spendand save activity.

Income is recognised as a deduction to cost of sales over the
relevant promotional period. Income is calculated and invoiced
at the end of the promotional period based on actual sales or
according to fixed contribution arrangements. Contributions
earned but not invoiced are accrued at the end of the

relevant period.

B. Volume-based rebates: Includes annual growth incentives,
seasonal contributions and contributions to share economies of
scale resulting from moving product supply.

Annual growthincentives are calculated and invoiced at the end of
the year,once earned, based on fixed percentage growth targets
agreed for each supplier at the beginning of the year. They are
recognised as areduction in cost of sales in the year to which they
relate. Other rebates are agreed with the supplier and spread

over the relevant season/contract period to which they relate.
Contributions earned but not invoiced are accrued at the end of
the relevant period.

Uncollected supplierincome at the balance sheet date is classified
within the financial statements as follows:

A.Trade and other payables: The majority of income due from
suppliersis netted against amounts owed to that supplier as
the Group has the right to offset these balances. As such the
outstanding supplierincome within trade and other payables
at year endisimmaterial.

B. Trade and other receivables: Supplierincome that has been
earned but notinvoiced at the balance sheet dateis recognisedin
Trade and other receivables and primarily relates to volume based
rebates that run up to the period end.

In order to provide users of the accounts with greater understanding
in this area, additional balance sheet disclosure is provided in note 17
to the financial statements.

Dividends

Finaldividends are recorded in the financial statementsin the
periodin which they are approved by the Company’s shareholders.
Interim dividends are recorded in the period in which they are
approved and paid.

Pensions
Funded pension plans are in place for the Croup’s UK employees
and some employees overseas.

For defined benefit pension schemes, the difference between the
fair value of the assets and the present value of the defined benefit
obligationis recognised as an asset or liability in the statement

of financial position. The defined benefit obligationis actuarially
calculated using the projected unit credit method.

The service cost of providing retirement benefits to employees
during the year, together with the cost of any benefits relating to
past service, is charged to operating profit in the year.



95

ANNUAL REPORT AND FINANCIAL STATEMENTS 2015

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

1 ACCOUNTING POLICIES CONTINUED

Pensions continued

The net interest cost on the net retirement benefit asset/liability is
calculated by applying the discount rate, measured at the beginning
of the year, to the net defined benefit asset/liability and is included
as asingle net amount in finance income.

Remeasurements being actuarial gains and losses, together with
the difference between actualinvestment returns and the return
implied by the netinterest cost, are recognised immediately in the
statement of comprehensive income.

Payments to defined contribution retirement benefit schemes are
chargedas an expense as they falldue.

Intangible assets

A. Goodwill Coodwill arising on consolidation represents the
excess of the consideration transferred and the amount of any
non-controlling interest in the acquiree over the fair value of the
identifiable assets and liabilities (including intangible assets) of the
acquired entity at the date of the acquisition. Goodwill is recognised
asanasset and assessed for impairment annually or as triggering
events occur. Any impairment is recognised immediately in the
income statement.

B. Brands Acquired brand values are held on the statement of
financial position initially at cost. Definite life intangibles are
amortised on a straight-line basis over their estimated useful lives.
Indefinite life intangibles are tested for impairment annually or as
triggering events occur. Any impairment in value is recognised
immediately in the income statement.

C. Software intangibles Where computer softwareis not an
integral part of a related item of computer hardware, the software
is treated as anintangible asset. Capitalised software costsinclude
externaldirect costs of goods and services, as well as internal
payrollrelated costs for employees who are directly associated
with the project.

Capitalised software development costs are amortised ona
straight-line basis over their expected economic lives, normally
between three and ten years. Computer software under
development is held at cost less any recognised impairment
loss. Any impairment in value is recognised immediately in the
income statement.

Property, plant and equipment

The Croup’s policy is to state property, plant and equipment at cost
less accumulated depreciation and any recognised impairment
loss. Property is not revalued for accounting purposes. Assetsin
the course of constructionare held at cost less any recognised
impairment loss. Cost includes professional fees and, for qualifying
assets, borrowing costs.

Depreciationis provided to write off the cost of tangible non-
current assets (including investment properties), less estimated
residual values, by equalannualinstalments as follows:

— Freehold land - not depreciated.

— Freehold and leasehold buildings with a remaining lease term
over 50 years —depreciated to their residual value over their
estimated remaining economic lives.

— Leasehold buildings with a remaining lease term of less than
50 years —depreciated over the remaining period of the lease.

- Fixtures, fittings and equipment - three to 25 years according
to the estimated life of the asset.

Residual values and usefuleconomic lives are reviewed annually.
Depreciationis charged onalladditions to, or disposals of,
depreciating assets in the year of purchase or disposal.

Any impairmentin value is recognised immediately in the
income statement.

Leasing

Where assets are financed by leasing agreements and the risks and
rewards are substantially transferred to the Croup (finance leases)
the assets are treated as if they had been purchased outright,and
the corresponding liability to the leasing company is included as
an obligation under finance leases. Depreciation on leased assets
is charged to the income statement on the same basis as owned
assets, unless the term of the lease is shorter. Leasing payments
are treated as consisting of capitaland interest elements and the
interest is charged to the income statement.

Allother leases are operating leases and the costs in respect of
operating leases are charged on a straight-line basis over the
lease term. The value of any lease incentive received to take on
an operating lease (for example, a rent free period) is recognised
as deferredincome andis released over the life of the lease.

Leasehold prepayments

Payments made to acquire leasehold land and buildings are
included in prepayments at cost and are amortised over the life
of the lease.

Cash and cash equivalents

Cashand cash equivalents includes short-term deposits with banks
and other financialinstitutions, with an initial maturity of three
months or less and credit card payments received within 48 hours.

Inventories

Inventories are valued on a weighted average cost basis and carried
at the lower of cost and net realisable value. Cost includes all direct
expenditure and other attributable costs incurred in bringing
inventories to their present location and condition. Allinventories
are finished goods. Certain purchases of inventories may be subject
to cash flow hedges for foreign exchange risk. The Group applies a
basis adjustment for those purchases in a way that the cost is initially
established by reference to the hedged exchange rate and not the
spot rate at the day of purchase.

Provisions

Provisions are recognised when the Croup has a present obligation
asaresult of a past event,and itis probable that the Group will be
required to settle that obligation. Provisions are measured at the
best estimate of the expenditure required to settle the obligation at
the end of the reporting period,and are discounted to present value
where the effect is material.

Share-based payments

The Croup issues equity-settled share-based payments to certain
employees. Afair value for the equity-settled share awards is
measured at the date of grant. The Group measures the fair value
of each award using the Black-Scholes model where appropriate.

The fair value of each award is recognised as an expense over the
vesting period on a straight-line basis, after allowing for an estimate
of the share awards that will eventually vest. The level of vesting is
reviewed at each reporting period and the charge is adjusted to
reflect actualand estimated levels of vesting.

Foreign currencies

The results of overseas subsidiaries are translated at the weighted
average of monthly exchange rates for revenue and profits. The
statements of financial position of overseas subsidiaries are
translated at year end exchange rates. The resulting exchange
differences are dealt with through reserves and reportedin the
consolidated statement of comprehensive income.

Transactions denominated in foreign currencies are translated at
the exchange rate at the date of the transaction. Foreign currency
monetary assets and liabilities held at the end of the reporting
period are translated at the closing balance sheet rate. The resulting
exchange gain or loss is recognised within the income statement,
except when deferred in other comprehensive income as qualifying
cash flow hedges and qualifying net investment hedges.
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Taxation

Tax expense comprises current and deferred tax. Tax is recognised
intheincome statement, except to the extent it relates to items
recognised in other comprehensive income or directly in equity,
inwhich case the related taxis also recognised in other
comprehensive income or directly in equity.

Deferredtaxis accounted for using atemporary difference
approach,andis the tax expected to be payable or recoverable
ontemporary differences between the carrying amount of

assets and liabilities in the statement of financial position and the
corresponding tax bases used in the computation of taxable profit.
Deferred taxis calculated based on the expected manner of
realisation or settlement of the carryingamount of assets and
liabilities, applying tax rates and laws enacted or substantively
enacted at the end of the reporting period.

Deferred taxliabilities are generally recognised for all taxable
temporary differences. Deferred tax liabilities are recognised
for taxable temporary differences arising on investmentsin
subsidiaries, associates and joint ventures, except where the
reversal of the temporary difference can be controlled by the
Croup and itis probable that the difference will not reverse in
the foreseeable future.

Deferred tax liabilities are not recognised on temporary differences
that arise from goodwill which is not deductible for tax purposes.

Deferred tax assets are recognised to the extent it is probable
that taxable profits will be available against which the deductible
temporary differences can be utilised. The carrying amount of
deferredtaxassetsis reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of

the asset to berecovered.

Deferred taxassets and liabilities are not recognised in respect of
temporary differences that arise on initial recognition of assets
and liabilities acquired other thanin a business combination.

Financial instruments

Financial assets and liabilities are recognised in the Croup’s
statement of financial position when the Croup becomes a party
tothe contractual provisions of the instrument.

A.Trade and other receivables Trade receivables are recorded
initially at fair value and subsequently measured at amortised cost.
As such, this results in their recognition at nominal value less any
allowance forany doubtful debts.

B. Other financial assets Other financial assets consist of
investments in debt and equity securities and short-term
investments,and are classified as either ‘available-for-sale’ or ‘fair
value through profit or loss’ Available-for-sale financial assets are
initially measured at fair value, including transaction costs directly
attributable to the acquisition of the financial asset. Financial assets
held at fair value through profit or loss are initially recognised at fair
value and transaction costs are expensed.

Where securities are designated as ‘fair value through profit or loss),
gains and losses arising from changes in fair value are included in
profit or loss for the period. For ‘available-for-sale’ investments,
gains or losses arising from changes in fair value are recognised
incomprehensive income, until the security is disposed of oris
determined to be impaired, at which time the cumulative gain or
loss previously recognised in comprehensive income s included

in the profit or loss for the period. Equity investments that do not
have a quoted market price inan active market and whose fair value
cannot bereliably measured by other means are held at cost.

C. Classification of financial liabilities and equity Financial
liabilities and equity instruments are classified according to the
substance of the contractualarrangements entered into. An equity
instrument is any contract that evidences a residual interest in the
assets of the Croup after deducting all of its liabilities.

D. Bank borrowings Interest-bearing bank loans and overdrafts are
initially recorded at fair value, which equals the proceeds received,
net of directissue costs. They are subsequently held at amortised
cost. Finance charges, including premiums payable on settlement
orredemption and direct issue costs, are accounted for usingan
effective interest rate method and are added to the carrying
amount of the instrument to the extent that they are not settled
inthe periodin which they arise.

E. Loan notes Long-term loans are initially measured at fair value
and are subsequently held at amortised cost unless the loanis
hedged by a derivative financialinstrument in which case hedge
accounting treatment willapply.

F. Trade and other payables Trade and other payables are recorded
initially at fair value and subsequently measured at amortised cost.
Cenerally this results in their recognition at their nominal value.

G. Equity instruments Equity instruments issued by the Company
are recorded at the consideration received, net of direct issue costs.

Derivative financial instruments and hedging activities

The Group primarily uses interest rate swaps and forward foreign
currency contracts to manage its exposures to fluctuationsin
interest rates and foreign exchange rates. These instruments
areinitially recognised at fair value on the trade date and are
subsequently remeasured at their fair value at the end of the
reporting period. The method of recognising the resulting gain
or loss is dependent on whether the derivative is designated as
ahedginginstrument and the nature of the item being hedged.

The Croup designates certain hedging derivatives as either:

— Ahedge of a highly probable forecast transaction or change in
the cash flows of a recognised asset or liability (a cash flow hedge).

- Ahedge of the exposure to changein the fair value of a
recognised asset or liability (a fair value hedge).

— Ahedge of the exposure on the translation of net investmentsin
foreign entities (a net investment hedge).

Atinception of ahedging relationship, the hedging instrument and
the hedged item are documented and prospective effectiveness
testingis performed. During the life of the hedging relationship,
effectiveness testingis performed to ensure the instrument
remains an effective hedge of the transaction. Changes in the fair
value of derivative financialinstruments that do not qualify for
hedge accounting are recognised in theincome statement as

they arise.

A. Cash flow hedges Changes in the fair value of derivative financial
instruments that are designated and effective as hedges of future
cash flows are recognised in other comprehensive income and any
ineffective portionis recognised immediately in the income
statement. If the firm commitment or forecast transaction that is
the subject of a cash flow hedge results in the recognition of a non-
financialasset or liability, then, at the time the asset or liability is
recognised, the associated gains or losses on the derivative that had
previously been recognised in comprehensive income are included
inthe initial measurement of the asset or liability.

For hedges that do not result in the recognition of anasset ora
liability,amounts deferred in comprehensive income are recognised
intheincome statement in the same period in which the hedged
items affect profit or loss.
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Derivative financial instruments and hedging activities
continued

B. Fair value hedges The changes in the fair value of a derivative
instrument designated in a fair value hedge, or for non-derivatives
the foreign currency component of carrying value, are recognisedin
profit or loss. The hedged item is adjusted for changes in fair value
attributable to the risk being hedged with the corresponding entry
in profit or loss.

C. Net investment hedges Changes in the fair value of derivative
or non-derivative financialinstruments that are designated and
effective as hedges of net investments are recognised in
comprehensive income in the hedging reserve and any ineffective
portionis recognised immediately in the income statement.

Changes in the fair value of derivative financial instruments that
do not qualify for hedge accounting are recognised in the income
statementas theyarise.

D. Discontinuance of hedge accounting Hedge accounting is
discontinued when the hedging instrument expires oris sold,
terminated or exercised, or no longer qualifies for hedge
accounting. At that time, any cumulative gain or loss on the hedging
instrument recognisedin comprehensive income is retainedin
equity untilthe forecast transaction occurs. If a hedged transaction
is no longer expected to occur, the net cumulative gain or loss
recognised in comprehensive income is transferred to profit or loss
for the period.

The Group does not use derivatives to hedge income statement
translation exposures.

Embedded derivatives

Derivatives embedded in other financial instruments or other host
contracts are treated as separate derivatives when their risks and
characteristics are not closely related to those of the host contracts
and the host contracts are not carried at fair value, with unrealised
gains or losses reported in the income statement. Embedded
derivatives are carried in the statement of financial position at fair
value from the inception of the host contract.

Changes in fair value are recognised within the income statement
during the periodin which they arise.

Critical accounting estimates and judgements

The preparation of consolidated financial statements requires

the Croup to make estimates and assumptions that affect the
application of policies and reported amounts. Estimates and
judgements are continually evaluated and are based on historical
experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.
Actualresults may differ from these estimates. The estimates and
assumptions which have a significant risk of causing a material
adjustment to the carryingamount of assets and liabilities are:

A. Impairment of goodwill and brands The Croupis required to
testannually or as triggering events occur, whether the goodwill

or brands have suffered any impairment. The recoverable amount
is determined based on value in use calculations. The use of this
method requires the estimation of future cash flows and the choice
of a suitable discount rate in order to calculate the present value of
these cash flows. Where there is a non-controlling interest, goodwill
is tested for the business as a whole. This involves a notionalincrease
to goodwill, to reflect the non-controlling shareholders’ interest.
Actual outcomes could vary from those calculated. See note 14

for further details.

B. Impairment of property, plant and equipment and computer
software Property, plant and equipment and computer software

are reviewed for impairment if events or changes in circumstances
indicate that the carryingamount may not be recoverable. When a

review for impairment is conducted, the recoverable amount is
determined based on value in use calculations prepared on the
basis of management’s assumptions and estimates. See notes 14
and 15 for further details.

C. Depreciation of property, plant and equipment and
amortisation of computer software Depreciationand
amortisationis provided so as to write down the assets to their
residual values over their estimated useful lives as set out above.
The selection of these residual values and estimated lives requires
the exercise of management judgement. See notes 14 and 15 for
further details.

D. Post-retirement benefits The determination of the pension
cost and defined benefit obligation of the Croup’s defined benefit
pension schemes depends on the selection of certain assumptions
which include the discount rate, inflation rate, salary growth,
mortality and expected return on scheme assets. Differences
arising from actual experiences or future changes in assumptions
will be reflected in subsequent periods. See note 11 for further
details of assumptions and note 12 for critical judgements
associated with the Marks & Spencer UK Pension Scheme interest
inthe Marks and Spencer Scottish Limited Partnership.

E. Refunds, gift cards and loyalty schemes Accruals for sales
returns, deferred income inrelation to loyalty scheme redemptions
and gift card and credit voucher redemptions are estimated on the
basis of historical returns and redemptions. These are recorded so as
toallocate them to the same period as that in which original revenue
is recorded. These balances are reviewed regularly and updated to
reflect management’s latest best estimates. However, actual returns
and redemptions could vary from those estimates.

F. Inventory valuation Inventories are stated at the lower of cost
and net realisable value, on a weighted average cost basis which
requires the estimation of the eventual sales price of goods to
customersinthe future.

Non-underlying items

The directors believe that the underlying profit and earnings

per share measures provide additional usefulinformation for
shareholders on the underlying performance of the business.
These measures are consistent with how underlying business
performance is measured internally. The underlying profit before
tax measure is not a recognised profit measure under IFRS and may
not be directly comparable with adjusted profit measures used by
other companies. The adjustments made to reported profit before
tax are to exclude the following:

- Profits and losses on the disposal of properties orimpairments of
properties where commitment to close has been demonstrated.

— One-off pension credits arising on changes to the defined benefit
schemes' rules and practices.

- Interest relating to significant and one-off repayments from tax
litigation claims.

— Restructuring costs.

- Significant and one-off impairment charges and provisions that
distort underlying trading.

- Fair value movement in financialinstruments.

- Costsrelating to strategy changes that are not considered
normal operating costs of the underlying business.

— Adjustment inincome from HSBC in relation to M&S Bank due to a
non-recurring provision recognised by M&S Bank for the cost of
providing redress to customers in respect of possible mis-selling
of M&S Bank financial products.

— Ex-gratia payment received from HSBC in relation to the mis-
selling of financial products.
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IFRS 8 réquires operating segments to"be identified on the basis of iﬁfernal reportingon componeﬁ%s of the Group that are regulamr‘[y
reviewed by the chief operating decision maker to allocate resources to the segments and to assess their performance.

The chief operating decision maker has been identified as the executive directors. The executive directors review the Croup’s internal
reportingin order to assess performance and allocate resources across each operating segment. The operating segments are UKand
International which are reported in a manner consistent with the internal reporting to the executive directors.

The UK segment consists of the UK retail business and UK franchise operations. The International segment consists of Marks & Spencer

owned businesses in the Republic of Ireland, Europe and Asia, together with international franchise operations.

The executive directors assess the performance of the operating segments based on a measure of operating profit. This measurement
basis excludes the effects of non-underlying items from the operating segments. Central costs are all classified as UK costs and presented
within UK operating profit. The executive directors also monitor revenue within the segments and gross profit within the UK segment.
Toincrease transparency, the Group has decided to include an additional voluntary disclosure, analysing revenue within the reportable

segments by subcategory and gross profit within the UK segment by subcategory.

The following is an analysis of the Group's revenue and results by reportable segment:

2015 2014
Management Adjustment’ Statutory Management Adjustment’ Statutory
£m £m £m £m £m fm
Ceneral Merchandise revenue 3,987.4 1.0 3,988.4 40945 (20) 40925
Food revenue 5,234.7 - 5,234.7 5,063.2 - 5,063.2
UK revenue 9,222.1 1.0 9,223.1 9,577 2.0) 9,155.7
Franchised 3413 - 341.3 4040 - 4040
Owned 747.0 - 747.0 750.0 - 750.0
International revenue 1,088.3 - 1,088.3 11540 - 11540
Group revenue 10,310.4 1.0 10,311.4 10,311.7 (20) 10,309.7
General Merchandise gross profit 20089 [
Food gross profit i85 64
UK gross profit 3,8174 (293.4) 3,524.0 3,7216 (345.3) 3,376.3
UK operating costs (3,207.4) 277.6 (2,929.8) (3,159.6) 3772 (2,782.4)
M&S Bank 60.2 (13.8) 46.4 572 (508) 6.4
UK operating profit 670.2 (29.6) 640.6 619.2 (18.9) 600.3
International operating profit 92.3 (31.6) 60.7 122.7 (28.5) 94.2
Group operating profit 762.5 (61.2) 701.3 7419 (474) 694.5
:l%:i:r}ance income 15.5 - 15.5 20.1 49 250
Finance costs (116.8) - (116.8) (139.1) - (139.)
Profit before tax 661.2 (61.2) 600.0 6229 (42.5) 580.4

1. Adjustmentstorevenue relate to anadjustment for refunds recognisedin cost of sales for management accounting purposes (£1.3m credit, last year £2.0m charge) and an adjustment
foragency transactions presented gross in the management accounts (£0.3m charge, last year £nil). Management profit excludes the adjustments (income or charges) made to reported
profit before tax that are one-off in nature, significant and distort the Group’s underlying performance (see note 5). Management gross profit for the UK segment excludes certain
expenses resultinginan adjustment between cost of sales and selling and administrative expenses of £293.4m (last year £345.3m).

Other segmental information

2015 2014
UK International Total UK International Total
£m £m £m £m £m £m

Additions to property, plant and equipment
andintangible assets (excluding goodwill) 544.4 334 577.8 688.6 65.1 7537
Depreciationandamortisation 490.8 32.0 522.8 4349 344 469.3
Impairment and asset write-offs 36.0 35.3 71.3 213 139 352
Tgta[assets 7,763.2 4329 8,196.1 74114 491.6 7903.0
Non-current assets 6,424.0 317.1 6,741.1 6,157.6 3769 6,534.5
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3 EXPENSE ANALYSIS o
2015 2014

Total Total

£m £m
Revenue e e 103097
Cost of sales (6,325.9) (6,439.0)
Gross profit e - 39855 38707
Sellingandadministrativeexpenses - (3,304.8)  (32243)
Other operatingincome 81.8 955
Underlying operating profit 762.5 7419
Non-underlying items (see note 5) (61.2) 474)
Operating profit 701.3 6945

2015 2014

Total Total

£m £m
Employee costs' e o 13607 14109
Occupancy costs R — 7090 6907

Lo ——
, - 2201 LATT8
Other costs 580.1 542.8
Selling and administrative expenses 3,304.8 3,224.3

1. Thereareanadditional £45.5m of employee costs recorded within cost of sales within the current year. These costs are included within note 10A.

4 PROFIT BERORE T AT ON
The following items have beenincluded in arriving at profit before taxation:

2015 2014
£m £m

Net foreign exchange gains ' i (127)(51)
3746.2 ...58035

PeprecRnong 3968
—under finance leases o 332
Amortisation of intangible assets S o 1227 896
Loss/(profit) on property disposals - - 23 (822
Operating lease rentals payable o . T
- property e . ..3e8 L3125
—fixtures, fitting and equipment 2.8 29

Included inadministrative expenses is the auditor’s remuneration, including expenses for audit and non-audit services, payable to the

2015 2014

£m £m
Annualaudit of the Company and the consolidated financial statements i o7 06
Audit of subsidiary companies e - i o6 09
Audit-related assurance services 0.2 02
Total audit and audit-related assurance services fees 1.5 17
Tax compliance services S - i o1 03
Taxadvisory services e - i - o4
Other services 0.4 04
Total non-audit fees 0.5 1]
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5 NON-UNDERLYING ITEMS

The adjustments made to reported profit before tax are income and charges that are one-off in nature, significant and distort the Croup’s
underlying performance. These adjustments include:

— The Group has an economic interest in M&S Bank, a wholly-owned subsidiary of HSBC, by way of a Relationship Agreement that entitles
the Group to a 50% share of the profits of M&S Bank after appropriate deductions. The Group does not share in any losses of M&S Bank and
is not obliged to refund any fees received from M&S Bank although future income may be impacted by significant one-off deductions.

Since the year ended 31 December 2012 M&S Bank has recognised an estimated liability for redress to customers in respect of possible
mis-selling of financial products in its audited financial statements. The Croup’s fee income from M&S Bank has been reduced by the
deduction of this estimated liability (under the Relationship Agreement) in both the current and prior years. The total charge to date for
the deductioninthe Croup’s feeincomeis £139.2m. The deduction in the periodis £53.7m. This has been treated as a non-underlying
adjustment to reported profit before tax, in line with previous periods.

On 26 September 2014 the Group reached agreement with M&S Bank and HSBC over a number of issues in connection with the
Relationship Agreement (including the extent of historical mis-selling charges). This resulted in an ex-gratia payment of £40.0m by HSBC
which was recognised as a non-underlying credit in the period (net of £0.1m legal fees), consistent with the deduction to the Croup’s fee
income. On the same basis as previous periods, any future increase in the liability recognised by M&S Bank will result ina further reduction
inthe Croup’s fee income.

— Restructuring costs relating to the Group’s strategy to transition to a one tier distribution network and the closure costs of the legacy
logistics sites (current period cost of £10.2m). To date, £72.7m has been expensed in relation to this programnme. Restructuring costs
have beenincurredin Ireland in previous periods following a thorough commercialreview of the Ireland business. In the current period,
resolution has been reached ona number of employee matters in Ireland resulting in the recognition of a net credit of £5.6m.

= 1AS 39 fair value movement of the embedded derivative ina lease contract based upon the expected future RPI versus the lease contract
inwhichrentincreases are cappedat 2.5%, with a floor of 1.5%.

— Asmallnumber of stores have been closed or are committed to close at year end resulting in a charge of £6.9m in the year from loss on
disposals (£2.3m) and asset impairments (£4.6m). The profit on property disposalin the prior year relates to the sale of a warehouse site
and mock shop in White City on 26 July 2013 to St James Group Ltd for a total consideration of £100m, £25m received on completion and
the remaining consideration to be deferred over three years.

— International store review in the current year relates to the impairment of assets (£34.9m) and onerous lease provisions (£2.3m) in
underperforming stores in Western Europe, Ireland and China. The prior year charge relates to the impairment of assets (£13.6m) and
onerous lease provisions (£8.3m) in underperforming International stores in non-strategic locations in China and the Czech Group.

— Pension credit recognised in the prior year as a result of changes to the Marks and Spencer Ireland defined benefit schemerules (£17.5m)
whereby the discretions for post-retirement pension increases were removed and prior year pension credit arising from the cessation of
the practice of granting pensionincreases to transferred-in pensions for allmembers in the UK defined benefit scheme (£10.0m).

- Strategic programme costs relating to the strategy announcements made in November 2010, including the costs associated with
theinitial Focus on the UK plans. These included asset write-offs and accelerated depreciation. These costs were not considered normal
operating costs of the business. We do not anticipate incurring any further cost in relation to this programme.

- Interest income (and related fees incurred) in the prior year on tax repayment relating to the successful outcome of litigation in relation
tothe Group’s claim for UK tax relief of losses of its former European subsidiaries.

The adjustments made to reported profit before tax to arrive at underlying profit are:

2015 2014
Notes £m £m
Net M&S Bank charges incurred inrelation to the insurance mis-selling provison 2 (13.8) (50.8)
Restructuringcosts 15,22 (4.6) (77.3)
IAS 39 fair value movement of embedded derivative 21 1.3 (3.5)
(Loss)/profit on disposaland impairment once commitment to closure 4 (6.9) 822
Internationalstorereview 15,22 (37.2) (219
UKand Ireland one-off pension credits 1 - 275
Strategic programme costs - (20)
Feesincurred on tax repayment - (1.6)
Adjustment to operatingprofit (61.2) (47.4)
Interest income on tax repayment 6 - 49

Adjustment to profit before tax (61.2) (425)
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6 FINANCE INCOME/COSTS

o
£m fm
Bankand otherinterest receivable 5.0 8.4
Pension net finance income (see note 1 1) """"""""""""""""""""""" 10.5'“ - 117 “
Underlying finance income 15.5 201
Interest income on tax repayment (seé note7) """""""""""""""" - 49 “
Finance income 15.5 250

Interest on bank borrowings

Interest payable on medium-term notes

Interest payable on finance leases

63
©a
.
N

C)

(50

(1105)

23)

©e .02

©3) T

(16.1) (17.8)

Finance costs (116.8) (139.7)
Net finance costs (101.3) QAR

TN O T R B P B S e

A. Taxation charge

o
£m £m

Current tax e '

UK corporation tax on profits for the year at 21% (last year 23%) .

—current year e 106.5"“ o 971 )

—adjustmentsin respect of prior years (7.5) (55.8)

UKcurrenttex 90 413

Overseas current taxation

—current year

23

15

—adjustments in respect of prior years‘ ‘ (3.0) '('247')
Total current taxation 108.3 531
58 .77
-adjustmentsinrespectof prioryears 45 262
—changesintaxrate (0.3) (22.6)
Total deferred tax (see note 23) 10.0 213
Total income tax expense 118.3 74.4
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7 INCOME TAX EXPENSE CONTINUED

B. Taxation reconciliation
The effective tax rate was 19.7% (last year 12.8%) and is reconciled below:

2015
£m
Profit before tax 600.0
Notional taxation at the standard UK corporation tax rate of 21% (last year 23%) i 126.0
Depreciationand other amountsin relation to fixed a ) 5.3
Otherincome and expenses that are not tax wable for tax purposes i (9.9)
Retranslation of deferred tax balances due to geinstatutory UK tax rates i (0.3)
(7.9)
4.8
(6.1)
77
(1.3)
—deferred tax rate change benefit i o -
-overseasratedifferences i (0.1) -
Non-underlying adjustment to current and deferred tax charges in respect of prior periods - (26.0)
Total income tax expense 118.3 74.4

After excluding non-underlying items the underlying effective tax rate was 18.9% (last year 18.8%).

The non-underlying adjustment to the tax charge in respect of prior periods arose from the successful outcome of litigation inrelation to
the Group’s claim for UK tax relief of losses of its former European subsidiaries (£18.5m) and release of provisions following settlement of
disputes with the tax authorities (£7.5m).

C. Current tax reconciliation
The current tax reconciliation shows the main adjustments made to the Croup’s accounting profits in order to arrive at its taxable profits.
The reconciling items differ from those in note 7B as the effects of deferred tax timing differences are ignored below.

2015 2014

£m £m
Profit before taxation 600.0 5804
Notional taxation at standard UK corporatio of 21% (last year 23%) i 126.0 1335

Disallowable accounting depreciationand o ritems i 86.1

Deductible capitalallowances i (76.9) (81.2)

,‘ (102) 89)

Allowable deductions for employee pension s i (15.6) (139

Overseas profits taxed at rates different to those of the UK i (5.7) B7)

Overseas taxlosses where there is no immediate relie i 4.8 87

Otherincome and expenses that are not tax X i 1.9

77 49

05 (130)

. 06 LT

-embeddedderivative i (0.3) 08
—overseas rate differences (0.1) -
Current year current tax charge 118.8 111.6

Represented by: R ,‘ .

UKcurrentyearcurrenttax ) 106.5 971
Overseas current year current tax 12.3 14.5
118.8 111.6

UKadjustmentsinrespect of prioryears i (7.5) (55.8)
Overseas adjustmentsin respect of prior years (3.0) 2.7)

Total current taxation (note 7A) 108.3 53.1
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8 EARNINGS PER SHARE

The calculation of earnings per ordinary share is based on earnings after tax and the weighted average number of ordinary shares inissue
during the year.

The underlying earnings per share figures have also been calculated based on earnings before items that are one-off in nature, significant
and are not considered normal operating costs of the underlying business (see note 5). These have been calculated to allow the
shareholders to gain an understanding of the underlying trading performance of the Croup.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion of all dilutive
potential ordinary shares. The Group has four classes of dilutive potential ordinary shares being those share options granted to employees
where the exercise price is less than the average market price of the Company’s ordinary shares during the year, unvested shares

granted under the Deferred Share Bonus Plan, unvested shares granted under the Restricted Share Plan and unvested shares within

the Performance Share Plan that have met the relevant performance conditions at the end of the reporting period.

Details of the underlying earnings per share are set out below:

2015 2014

£m £m
,,,,,,,, Sl 528
,,,,,,,, U2
,,,,,,,, C -
,,,,,,,, o) .28
,,,,,,,, ...\ 763)
—Internationalstorereview 366 173
-UKandlrelandone-off pensioncredits - (@33
-Feesincurredontaxrepgyment - @2y
-Strategicprogrammecosts - 16
—-Non-underlying adjustment to tax charge in respect of prior periods - (26.0)
Underlying profit attributable to equity shareholders of the Company 541.2 5200
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, S
Million Million
Weighted average number of ordinary sharesinissyge 11,6356 16150
Potentially dilutive share options under Croup’s share option schemes 11.3 14.1
Weighted average number of diluted ordinary shares 1,646.9 1,629.1
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, S
Pence Pence
Basicearningspershare 297 325
Dilutedearningspershare 295 322
Underlying basicearningspershare 331 322
Underlying diluted earnings per share 32.9 319
9 DIVIDENDS
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ s e e
per share pershare £m £m
Dividends on equity ordinary shares
Paidfinaldividend 10.8p ~ 108p 1762 1736
Paidinterimdividend 6.4p  62p 1045 1000
17.2p 17.0p 280.7 2736

The directors have proposed a final dividend in respect of the year ended 28 March 2015 of 11.6p per share amounting to a dividend of
£191.1m. It will be paid on 10 July 2015 to shareholders on the Register of Members as at close of business on 29 May 2015, subject to approval
of shareholders at the Annual General Meeting, to be held on 7 July 2015. In line with the requirements of IAS 10 ‘Events after the reporting
period’, this dividend has not been recognised within these results.

Adividend reinvestment plan (DRIP) is available to shareholders who would prefer to invest their dividends in the shares of the Company.
The shares will go ex-dividend on 28 May 2015. For those shareholders electing to receive the DRIP the last date for receipt of a new election
is 19 June 2015.

The Group has a progressive dividend policy with dividends covered broadly twice by earnings, as explained in the Financial review on
page 16.
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10 EMPLOYEES

A. Aggregate remuneration
The aggregate remuneration and associated costs of Group employees were:

2015 2014
Total Total
£m £m

Wagesandsalares 1,224.3
Socialsecurity costs 80.9
Other pension costs 85.4
Share-based payments (see note 13) (1.1)
Employee welfare and other personnel cost 497
Capitalised staffing costs (33.0)
Total aggregate remuneration 1,406.2
Details of key management compensation are given in note 28.
B. Average monthly number of employees

T 2015 2014
UK stores
—management and supervisory categories 5,516
—other 64,182
UKheadoffice
—-management and supervisory categories 3,055 3176
—other 866 724
UK operations
—management and supervisory categories 225
—other 835
Overseas 8,390
Total average number of employees 83,069

If the number of hours worked was converted on the basis of a normal working week, the equivalent average number of full-time employees
would have been 59,096 (last year 61,176).

C. Directors’ emoluments
Emoluments of directors of the Company are summarised below:

2015 2014
£000 £000
Aggregate emoluments 7,567 6,395

The emoluments include payments to directors who retired from the Board in 2014/15 of £362,000 (last year £430,000).

11 RETIREMENT BENEFITS

The Group provides pension arrangements for the benefit of its UK employees through the Marks & Spencer UK Pension Scheme (a defined
benefit arrangement which was closed to new entrants with effect from 1 April 2002) and Your M&S Pension Saving Plan (a defined
contribution arrangement which has been open to new members with effect from 1 April 2003).

The defined contribution planis a pension plan under which the Group pays contributions to an independently administered fund, such
contributions are based upon a fixed percentage of employees’ pay. The Croup has no legal or constructive obligations to pay further
contributions to the fund once the contributions have been paid. Members' benefits are determined by the amount of contributions

paid by the Croup and the member, together with investment returns earned on the contributions arising from the performance of each
individual’s chosen investments and the type of pension the member chooses to buy at retirement. As a result, actuarial risk (that benefits
willbe lower than expected) and investment risk (that assets invested in will not performin line with expectations) fall on the employee.

The defined benefit arrangement operates ona final salary basis and at the year end had some 12,000 active members (last year 13,000),
54,000 deferred members (last year 55,000) and 51,000 pensioners (last year 51,000). At the year end, the defined contribution arrangement
had some 38,000 active members (last year 38,000) and some 6,000 deferred members (last year 5,000). The scheme is governed by a
Trustee board whichis independent of the Croup.

The Croup also operates a small funded defined benefit pension scheme in the Republic of Ireland. This scheme closed to future accrual
from 31 October 2013. Retirement benefits also include a UK post-retirement healthcare scheme and unfunded retirement benefits.
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11 RETIREMENT BENEFITS CONTINUED

Within the total Group retirement benefit cost of £74.9m (last year £53.5m), £33.7m (last year £27.0m) relates to the UK defined benefit
scheme, £36.4m (last year £39.2m) to the UK defined contribution scheme and £4.8m (last year £12.7m) to other retirement benefit schemes.

The most recent actuarial valuation of the UK Defined Benefit Pension Scheme was carried out at 31 March 2012 and showed a deficit of
£290m. As aresult,a funding plan of £112m cash contributions was agreed with the Trustees. The Group contributed payments of £28m to
the UK defined benefit scheme in March 2014 and March 2015 in the current financial year,and expects to contribute an additional £28m
each year untilMarch 2017. The difference between the valuation and the funding planis expected to be met by better than expected
investment returns on the scheme’s assets. Future contributions to meet the cost of accruing benefits to the UK scheme are made at

the rate of 23.4% of pensionable salaries up to the next full actuarial valuation.

By funding its defined benefit pension schemes, the Croup is exposed to the risk that the cost of meeting its obligations is higher than
anticipated. This could occur for severalreasons, for example:

- Investment returns on the schemes’assets may be lower than anticipated, especially if falls in asset values are not matched by similar
fallsinthe value of the schemes' liabilities.

— The level of price inflation may be higher than that assumed, resulting in higher payments from the schemes.

— Scheme members may live longer than assumed, for example due to unanticipated advances in medical healthcare. Members may
also exercise (or not exercise) options in a way that leads to increases in the schemes’ liabilities, for example through early retirement
or commutation of pension for cash.

— Legislative changes could also lead to anincrease in the schemes' liabilities.

Inaddition, the Group has an obligation to the UK defined benefit scheme via the interest in the Scottish Limited Partnership (refer to
note 12), through which the Croup is exposed to additional risks. In particular, under the legal terms of the Partnership,a default by the
Croup on the rental payments to the Partnership or a future change in legislation could trigger earlier or higher payments, oranincrease
inthe collateral to be provided by the Group.

A. Pensions and other post-retirement liabilities

2015 2014

£m £m
Totalmarketvalueofassets 8,596.5 6,7294
Present value of scheme liabilities (8,135.8) (6,528.7)
Netfundedpensionplanasset 460.7 200.7
Unfundedretirement benefits (0.7) 07)
Post-retirement healthcare (11.0) (11.0)

Net retirement benefit asset 449.0 189.0
Analysedin the statement ofﬂnanoatpostmnas
Retirementbenefitasset 460.7 2007
Retirement benefit deficit (11.7) (1.7)

449.0 189.0

The asset recognised for the UK Defined Benefit Scheme is based on the assumption that the full surplus will ultimately be available to the
Croup as a future refund of surplus.

B. Financial assumptions

The financialassumptions for the UK scheme and the most recent actuarial valuations of the other post-retirement schemes have been
updated by independent qualified actuaries to take account of the requirements of IAS 19 ‘Employee Benefits'in order to assess the
liabilities of the schemes and are as follows:

2015 2014

% %
Rateofincreaseinsalaries 1.0 10
Rateofincreasein pensions inpayment forservice 1.9-3.0 22-33
Discount rate 3.10 445
Inflation rate 3.1 34
Long-term healthcare cost increases 7.1 74

Theinflation rate of 3.1% reflects the Retail Price Index (RPI) rate. Certain benefits have been calculated with reference to the Consumer Price
Index (CPI) as the inflationary measure and in these instances a rate of 2.1% (last year 2.4%) has been used.
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11 RETIREMENT BENEFITS CONTINUED

C. Demographic assumptions

Apart from post-retirement mortality, the demographic assumptions are in line with those adopted for the last formal actuarial valuation of
the scheme performed as at 31 March 2012. The post-retirement mortality assumptions are based on an analysis of the pensioner mortality
trends under the scheme for the period to March 2012 updated to allow for anticipated longevity improvements over the subsequent
years. The specific mortality rates used are based on the VITA lite tables, adjusted to allow for the experience of scheme pensioners.

The life expectancies underlying the valuation are as follows:

2015 2014

Current pensioners (@atage 65) -males 227 224
—-females 244 241

Future pensioners (atage 65) —males 22.4 218
-females 25.1 24.6

Deferred pensioners (atage65) —-males 23.2 226
-females 26.0 254

D. Sensitivity analysis

The table below summarises the estimated impact of changes in the principalactuarialassumptions on the pension scheme surplus:

2015 2014

£m £fm

(70.0) 50.0

30.0 (50.0)

Increase in scheme surplus caused by a decrease in the average life expectancy of one year 330.0 2300

The sensitivity analysis above is based on a change in one assumption while holding all others constant. Therefore interdependencies
between the assumptions have not been taken into account within the analysis.

E. Analysis of assets

The investment strategy of the UK defined benefit pension scheme is driven by its liability profile, in particular its inflation-linked pension
benefits.Inaddition toits interest in the Scottish Limited Partnership (refer to note 12), the scheme invests in different types of bonds
(including corporate bonds and gilts) and derivative instruments (including inflation, interest rate, cross-currency and total return swaps) in
order to align movements in the value of its assets with movements in its liabilities arising from changes in market conditions. Broadly the
scheme has hedging that covers 90% of interest rate movements and 85% of inflation movements, as measured on the Trustee’s funding
assumptions which use a discount rate derived from gilt yields.

The fair value of the plan assets at the end of the reporting period for each category are as follows:

2015 2014
£m £m

Debtinvestments
—government 4,180.0 2,3190
-corporatebonds 1,211.0 1,255.7
—asset backed securities and structured debt 363.9 2320
Scottish Limited Partnership interest (see note 531.3 574.7
Equityinvestments-quoted 1,131.8 99811
Equityinvestments-unquoted 178.0 1101
Property 3271 278.6

Derivatives

-interestandinflationrate swap contracts (127.5) 513
—foreign exchange contracts and other derivatives 190.9 1233
Hedge and reinsurance funds 313.6 3298
Cashandcashequivalents 306.2 4441
Other (9.8) 127
8,596.5 6,729.4

The fair values of the above equity and debt investments are determined based on publicly available market prices wherever available.
Unquoted investments, hedge funds and reinsurance funds are stated at fair value estimates provided by the manager of the investment

or fund. Property includes both quoted and unguoted investments. The market value of the Scottish Limited Partnership interest is based
onthe expected cash flows and benchmark asset-backed credit spreads. It is the policy of the Scheme to hedge a proportion of interest rate
and inflationrisk. The Scheme reduces its foreign currency exposure using forward foreign exchange contracts.

At year end, the UK scheme indirectly held 199,032 (last year 199,523) ordinary shares in the Company throughits investment in UK Equity
Index Funds.
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11 RETIREMENT BENEFITS CONTINUED

F. Analysis of amounts charged against profits
Amounts recognised in comprehensive income in respect of retirement benefit plans are as follows:

Current service cost

Administration costs

Past service costs —curtailment charge

UKandIreland one-off pension credits

Net interestincome

Total

—actuarial gain/(loss) - experience

—actuarialloss —demographic assumptio

—actuarial (loss)/gain - financial assumptions

Components of defined benefit cost recognised in other comprehensive income

Total

G. Scheme assets
Changes in the fair value of the scheme assets are as follows:

2015 2014

£m £m
Fairvalue of scheme assetsat startofyegr ... 67294 69300
,,,,,,,, 293.0 ..2940

17224 (220)

Employer contributions

... 22,

Benefits paid

(2765) (2612

Administration costs

20 .

Exchange movement

(12.8)

Fair value of scheme assets at end of year

8,596.5

1. Theactualreturn onscheme assets was a gain of £2,015.4m (last year loss of £27.9m).

H. Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as follows:

2015 2014

£m £m
Present value of obligation at start ofyear 6,5404 ..66940
Currentservicecost 82.4"“ 887
Curtailment charge io 10

Interest cost

Benefits paid

@765) (612

Actuarial (gain)/loss —experience

Actuarial loss/(gain) - financialassumptio

14785

Exchange movement

R

Present value of obligation at end of year

8,147.5

Analysed as:

81358 65287

Unfunded pension plans

0.7

Post-retirement healthcare

Present value of obligation at end of year

8,147.5

The average duration of the defined benefit obligation at 28 March 2015 is 18 years (last year 18 years).

FINANCIAL STATEMENTS
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12 MARKS AND SPENCER SCOTTISH LIMITED PARTNERSHIP

Marks and Spencer plcis a general partner and the Marks & Spencer UK Pension Scheme is a limited partner of the Marks and Spencer
Scottish Limited Partnership (the Partnership). As such, the Partnership is consolidated into the results of the Group.

The Partnership holds £1.6bn (last year £1.6bn) of properties which have been leased back to Marks and Spencer plc at market rates. The
Croup retains control over these properties, including the flexibility to substitute alternative properties. The limited partnership interest
(held by the Marks & Spencer UK Pension Scheme) entitles the Pension Scheme to receive an annual distribution of £71.9m from the profits
of the Partnership earned from rentalincome.

The Partnership liability to the Marks & Spencer UK pension scheme of £512.9m (last year £568.7m)is valued at the net present value
of the future expected distributions from the Partnership.

During the year to 28 March 2015 an interest charge of £16.1m (last year £17.8m) was recognised in the income statement representing
the unwinding of the discount included in this obligation.

Under IAS 19, the Partnership interest of the Pension Scheme in the Partnership is included within the UK pension scheme assets, valued
at £531.3m (last year £574.7m), refer to note 11E.

13 SHARE-BASED PAYMENTS

This year anet credit of £1.1m was recognised for share-based payments (last year charge of £21.3m). The total balance comprises a credit
of £15.0m (last year charge of £4.1m) relating to Performance Share Plans offset by a charge of £9.0m (last year charge of £9.6m) relating to
the Save As You Earn Share Scheme. The remaining £49m charge is spread over the other schemes. Further details of the option and share
schemes that the Group operates are provided in the Remuneration Report on pages 52 to 76.

A. Save As You Earn scheme

Sharesave, the Company’s Save As You Earn scheme, was approved by shareholders at the 2007 AGM. Under the terms of the scheme,

the Board may offer options to purchase ordinary shares in the Company once in each financial year to those employees who enter into
Her Majesty’s Revenue & Customs (HMRC) approved Save As You Earn (SAYE) savings contract. The price at which options may be offered is
80% of the average mid-market price for three consecutive dealing days preceding the offer date. The options may normally be exercised
during the six-month period after the completion of the SAYE contract.

2015 2014

Weighted average Numberof Weightedaverage

Number of options exercise price options exercise price
Outstandingatbeginningof theyear 34,423,922 311.6p 45,273,287 265.2p
Crantgq """""""""""""""" 14,389,736 369.0p 93992,932 405:‘(.)9“
Exercised (14,602,805) 256.8p (16,921,571) 2377p
Forfeted (4,485,417) 371.5p (3,058,210 300.6p
Expired (194,913) 302.8p (862,516) 450.2p
Outstandingatendofyear 29,530,523 357.6p 34,423,922 311.6p
Exercisable at end of year 1,352,847 268.7p 1,879,073 253.3p

For SAYE share options exercised during the period, the weighted average share price at the date of exercise was 471.8p (last year 448.1p).

The fair values of the options granted during the year have been calculated using the Black-Scholes modelassuming the inputs
shown below:

2015 2014

3-year plan 3-yearplan
Crantdgte Nov 14
Share price at grant date 460p
Exercise price 369p
Optionlifeinyears 3 years
Risk-free rate 0.9%
Expected volatility 23.6%
Expected dividend yield 3.9%
Fair value of option 91p

Volatility has been estimated by taking the historical volatility in the Company’s share price over a three-year period.

The resulting fair value is expensed over the service period of three years on the assumption that 10% (last year 10%) of options will lapse

over the service period as employees leave the Group.
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13 SHARE-BASED PAYMENTS CONTINUED

Weighted average remaining

Number of options contractuallife (years)

Options granted 2015 2014 2015 2014
January2009 - 1,241,356 - ) 03
"""""""""""" - . 497 - . -
"""""""""""" - 791518 - ) 0.3
"""""""""""" 1,335,181 14',‘423,919 0.3 . 1.3
"""""""""""" 7,499,742 8,353,334 [123] ) 2.3
"""""""""""" 6,652,869 9,613,298 283 ) 33

January 2015 14,042,731 - 33 -
29,530,523 34,423922 24 20

B. Performance Share Plan*

The Performance Share Plan is the primary long-termincentive plan for approximately 150 of the most senior managers and was first
approved by shareholders at the 2005 ACM. Under the Plan,annual awards, based on a percentage of salary, may be offered. The extent

to whichanaward vests is measured over a three-year period against a balanced scorecard of financial measures which currently include
Earnings Per Share (EPS), Return on Capital Employed (ROCE) and Revenue. The value of any dividends earned on the vested shares during
the three years willalso be paid on vesting. Further details are set out in the Remuneration Report on pages 66 to 68. Awards under this
scheme have been made in each year since 2005.

During the year, 7,338,609 shares (last year 7,113,690) were awarded under the Plan. The weighted average fair value of the shares awarded
was 439.3p (last year 440.7p). As at 28 March 2015, 18,805,388 shares (last year 21,170,536) were outstanding under the scheme.

As set out on page 66 of this Annual Report, the Company’s existing Performance Share Plan expires in 2015. The Company is therefore
seeking shareholder approvalin 2015 for a replacement Plan, the rules and operation of which are substantially the same as the current Plan.
Further details of the replacement Performance Share Plan can be found in the Notice of Meeting 2015.

C. Deferred Share Bonus Plan*

The Deferred Share Bonus Plan was introduced in 2005/06 as part of the Annual Bonus Scheme for approximately 550 of the most senior
managers. As part of the scheme, the managers are required to defer a proportion of any bonus paid into shares which will be held for three
years. There are no further performance conditions on these shares, other than continued employment, and the value of any dividends
earned during the deferred period will also be paid on vesting.

During the year, 20,882 shares (last year 1,658,133) have been awarded under the Planin relation to the annual bonus. The fair value of the
shares awarded was 437.0p (last year 437.0p). As at 28 March 2015, 2,487,477 shares (last year 5,024,149) were outstanding under the scheme.

D. Restricted Share Plan*

The Restricted Share Plan was established in 2000 as part of the reward strategy for retention and recruitment of senior managers who
are vitalto the success of the business. The Plan operates for senior managers below executive director level. Awards vest at the end

of the restricted period (typically between one and three years) subject to the participant still being in employment of the Company on
the relevant vesting date. The value of any dividends earned during the restricted period will also be paid at the time of vesting.

During the year, 1,001,076 shares (last year 798,196) have been awarded under the Plan. The weighted average fair value of the shares
awarded was 450.5p (last year 479.2p). As at 28 March 2015, 1,963,139 shares (last year 2,271,826) were outstanding under the scheme.

E. Republic of Ireland Save As You Earn scheme

Sharesave, the Company’s Save As You Earn scheme was introduced in 2009 to allemployees in the Republic of Ireland for a ten-year period,
afterapprovalby shareholders at the 2009 ACM. The scheme is subject to Irish Revenue rules which limit the maximum monthly saving

to €500 per month. The Company chose in 2009 to set a monthly savings cap of €320 per month to align the maximum savings amount
allowed within the UK scheme. When the savings contract is started, options are granted to acquire the number of shares that the total
savings willbuy when the contract matures, at a discounted price set at the start of the scheme. The price at which the options may be
offeredis 80% of the average mid-market price for three consecutive days preceding the offer date. Options cannot normally be exercised
untila minimum of three years has elapsed.

During the year, 121,086 (last year 62,734) options were granted, at a fair value of 90.8p (last year 105.1p). As at 28 March 2015, 288,162 options
(last year 251,545) were outstanding under the scheme.

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust (the Trust) holds 3,912,120 (last year 2,595,343) shares with abook value of £19.1m

(last year £8.6m)and a market value of £20.7m (last year £11.8m). These shares were acquired by the Trust in the market and are shown as
areductioninretained earnings in the consolidated statement of financial position. Awards are granted to employees at the discretion
of Marks and Spencer plc and the Trust agrees to satisfy the awards in accordance with the wishes of Marks and Spencer plc under senior
executive share schemes. Dividends are waived on all of these plans.

* Nilcost options.For the purposes of calculating the number of shares awarded, the share price used is the average of the mid-market price for the five consecutive dealing days
preceding the grant date.
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14 INTANGIBLE ASSETS
"""""""""""""""""""""""" 'Computerm
Computer software under
Goodwill Brands software development Total
£m £m £m £m £m
. e 270 N24. 6134 . 1832 10360
Accumulated amortisation and impairment (34.4) (45.2) (261.4) - (341.0)
Net book value 92.6 67.2 3520 183.2 695.0
Year ended 29 March2014 ) ) ) o o
""""""""" 926 672 3520 1832 6950
""""""""" 33 ) - 1280 726 2039
,,,,,,,,,,,,,,,,,, e T 374378
,,,,,,,,,,,,,,,,,, - .63 . (843) = (896)
Exchange difference ©.7) - 0.2) - (09)
Closing net book value 95.2 619 5329 118.4 8084
At29March2014 ,4 ,4 ,4 e N
Costorvalyation 1296 124 8786 o ns4 1,2390
Accumulated amortisation and impairment (34.4) (50.5) (345.7) - (430.6)
Net book value 95.2 619 5329 1184 8084
Year ended 28 March2015
"""" 95.2 61.9 532.9 118.4 808.4
"""" - 0.1 79.4 98.5 178.0
"""" - - 130.1 (130.1) -
""""""""" - - (1.4) - (1.4)
""""""""" - - (2.4) (1.2) (3.6)
""""""""" - (5.3) (117.4) - (122.7)
Exchange difference 0.1 - (0.4) (0.2) (0.5)
Closing net book value 95.3 56.7 620.8 85.4 858.2
At 28 March 2015
""""""""" 129.7 112.5 1,087.7 86.6 1,416.5
Accumulated amortisation and impairment (34.4) (55.8) (466.9) (1.2) (558.3)
Net book value 95.3 56.7 620.8 85.4 858.2
Coodwilland indefinite life intangibles relate to the following business units:
....... ) ) "Supreme
Marks and Trademarks Marks and
Spencer Private Spencer M&S Mode
Czech Republic Limited (Hungary) Total indefinite life
per una a.s. (India) KFT goodwill intangible
£m £m £m £m £m £m
Net book value at 29 March 2014 695 155 ) 69 ) 33 952 324
Exchange difference - 0.1) 02 - 0.1 -
Net book value at 28 March 2015 69.5 15.4 7.1 3.3 95.3 324

Impairment testing

GCoodwillis not amortised, but tested annually forimpairment with the recoverable amount being determined from value in use
calculations. Goodwill has been allocated for impairment testing purposes to groups of cash-generating units (CCUs) which include
the combined retailand wholesale businesses for each location.

Brands include the per una brand cost of £80.0m (net book value £24.2m) and the M&S Mode brand cost of £32.4m. The per unabrandis a
definite life intangible asset and is amortised on a straight-line basis over a period of 15 years and is only assessed for impairment where
suchindicators exist. The M&S Mode brands have been attributed an indefinite life as they give the Group the future right to use the ‘M&S’
brandacross Europe. This is consistent with the Croup’s expansion plans in Europe and existing M&S brand recognition from its current

presence. Similar to goodwill, the M&S Mode brands are assessed for impairment annually based on their value in use. The M&S Mode brands

have been allocated forimpairment testing across the European business.

The value in use calculations use cash flows based on detailed financial budgets prepared by management covering a three-year period.
These budgets have regard to historical performance and knowledge of the current market, together with management’s views on the
future achievable growth and the impact of committed initiatives. The cash flows which derive from the budgets include ongoing capital
expenditure required to maintain the store network. Cash flows beyond this three-year period are extrapolated using a long-term
growthrate.

The key assumptions in the value in use calculations are the long-term growth rate and the risk adjusted pre-tax discount rate. The long-
term growth rate has been determined with reference to forecast CDP growth for the territories in which these businesses operate.
Management believes this is the most appropriate indicator of long-term growth rates that is available. The long-term growth rate used

is purely for the impairment testing of goodwilland brands under IAS 36 ‘Impairment of Assets’and does not reflect long-term planning
assumptions used by the Group for investment proposals or for any other assessments. These growth rates do not exceed the long-term
average growth rate for the Croups' retail businesses. The pre-tax discount rate is based on the Croup’s weighted average cost of capital,
taking into account the cost of capitaland borrowings, to which specific market-related premium adjustments are made.
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Impairment testing continued
The values attributed to the key assumptions are as follows:

Long-term growthrate

Pre-taxdiscountrate

2015 2014 2015 2014
% % % %

20 20 86 1O

[ 25 L —

6.8 60 154 183
Marks and Spencer (Hungary) KFT 1.4 15 11.0 170

The M&S Mode brands are tested based on the regions operating in the European business which are covered under the brandrights
acquired. The discount rates used to calculate value in use range from 9.3% to 27.9% (last year 13.1% to 28.9%). Cash flows beyond the
three-year period have been extrapolated at long-term growth rates ranging from 1.0% to 4.0% (last year 1.0% to 2.5%).

Sensitivity analysis

Whilst management believes the assumptions are realistic it is possible that an impairment would be identified if any of the above key

assumptions were changed significantly. A sensitivity analysis has been performed on each of these key assumptions with other variables
held constant. Management have concluded that there are no reasonably possible changes in any key assumptions that would cause the
carryingamount of goodwill or brands to exceed the value in use.

15 PROPERTY, PLANT AND EQUIPMENT

Fixtures,

Assetsinthe

Landand fittingsand course of
buildings equipment construction Total
£m £m £fm £fm
S emsl T analeme
Accumulated depreciation and asset write-offs (305.5) (3,988.4) - (4,293.9)
Net book value 2,511.6 2,209.7 3124 5,033.7
Yearended29March2014 I
Openingnetbookvalue 25116 22097 3124 50337
345 3627 ... 0558 .53
417 691 @08 o
""""""""""""""""""" (152) (53) - (205)
,,,,,,,,,,,,,,,,,,,,,,,,,, (16) (136) e 252)
@713 ©0) .00
charge (150) ....(3647) e B79T)
Exchange difference (3.7) (6.6) (1.2) (11.5)
Closing net book value 2,539.7 2,3500 250.2 5,1399
At20March2014
COSE 28717 . 66868 2562 ..98147
Accumulated depreciation,impairments and asset write-offs (3320) (4,336.8) 6.0) (4,674.8)
Net book value 25397 2,3500 2502 51399
Year ended 28 March2015
""""""""""""" 2,539.7 2,350.0 250.2 5,139.9
19.0 213.0 167.8 399.8
14.5 268.4 (282.9) -
""""""""""""" (12.5) (0.2) = (12.7)
(13.3) (35.4) - (48.7)
A ffs (1.0) (6.6) (11.4) (19.0)
charge (14.8) (385.1) (0.2) (400.1)
Exchange difference (16.3) (10.0) (1.8) (28.1)
Closing net book value 2,515.3 2,394.1 121.7 5,031.1
At28March201s
Cost 2,855.1 7,066.4 133.3 10,054.8
Accumulated depreciation,impairments and asset write-offs (339.8) (4,672.3) (11.6) (5,023.7)
Net book value 2,515.3 2,394.1 121.7 5,031.1

The net book value above includes land and buildings of £42.7m (last year £43.7m)and equipment of £1.1m (last year £4.2m) where the Group

is alessee under afinance lease.

Additions to property, plant and equipment during the year amounting to £nil (last year £nil) were financed by new finance leases.
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16 OTHER FINANCIALASSETS o o
2015 2014
£m £m
Non-current o
Unlistedinvestments 3.0 30
Current. o
Short-terminvestments’ 11.6 124
Unlistedinvestments - 53
11.6 17.7

1. Includes £1.2m (last year £1.5m) of money market deposits held by Marks and Spencer plcinan escrow account.

Non-current unlisted investments are carried as available-for-sale assets. Other financial assets are measured at fair value with changes
intheir value taken to the income statement.

17 TRADE AND OTHER RECEIVABLES

2015 2014

£m £m
Non-current o
Otherreceivables 56.8 828
Prepaymentsandaccruedincome 226.5 230.7
283.3 3135
Current o
Trade receivables i S 128.6 1275
Less: Provision forimpairment of receivables (4.9) 0.7)
Tradereceivables-pnet 123.7 126.8
Otherreceivables 53.3 539
Prepayments and accruedincome 144.8 128.8
321.8 3095

Trade and other receivables that were past due but not impaired amounted to £1.4m (last year £6.4m) and are mainly sterling denominated.
The directors consider that the carrying amount of trade and other receivables approximates their fair value. Included in prepayments and
accruedincomeis £13.5m (last year £9.3m) of accrued supplier income relating to rebates which have been earned but not yet invoiced.
Supplierincome that has beeninvoiced but not yet settled against future trade creditor balances is included within trade creditors. The
amount isimmaterial. The impact on inventory is also immaterial as these rebates relate to food stock which has been sold through by

the yearend.

18 CASH AND CASH EQUIVALENTS

Cashand cash equivalents are £205.9m (last year £182.1m). The carrying amount of these assets approximates their fair value.

The effective interest rate on short-term bank deposits is 0.48% (last year 0.41%). These deposits have an average maturity of 42 days
(last year eight days).

19 TRADE AND OTHER PAYABLES

2015 2014

£m £m
Current. o
Tradeandotherpayables' 967.6 9291
Socialsecurityandothertaxes 57.7 584
Accruals and deferred income'? 617.1 705.3
1,642.4 1,692.8
Non-current o
Other payables 319.7 3340

1. Theprioryear balances have beenre-presented to correctly classify accruals balances that were previously held in trade and other payables.
2. Duringtheyear £22.2m was reclassified fromaccruals and deferred income to provisions.
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20 BORROWINGS AND OTHER FINANCIAL LIABILITIES - -
2015 2014
£m fm
currept. o
Bankloansandoverdrafts' 2789 4455
Finance lease liabilities 0.5 32
2794 448.7
Non-current o
Bank loans 0.1 02
6.250% US$500m medium-term notes 2017 3419 306.3
6.125% £A00m medium-termnotes 2019 428.8 4223
6.125% £300m medium-term notes 20212 302.5 3021
4.75% £400m medium-term notes 2025 420.2 3923
7125% US$300m medium-term notes 203]f """""""""""""""" 204.3 1829
Finance lease liabilities 481 490
1,745.9 1,655.1
Total 2,025.3 2,103.8

1. Bankloansandoverdraftsinclude a £5.0m (last year £5.0m) loan from the Hedge End Park Limited joint venture (see note 28).
2. Thesenotesareissued under Marks and Spencer plc’s £3bn European medium-term note programme and all pay interest annually.
3. Interest onthese bondsis payable semi-annually.

Finance leases

The minimum lease payments under finance leases fall due as shown in the table on the following page. It is the Group’s policy to lease
certain properties and equipment under finance leases. The average lease term for equipment is six years (last year five years) and 124 years
(last year 125 years) for property. Interest rates are fixed at the contract rate. All leases are on a fixed repayment basis and no arrangements
have been entered into for contingent payments. The Croup’s obligations under finance leases are secured by the lessors’ charges over the
leased assets.

21 FINANCIAL INSTRUMENTS

Treasury policy
The Group operates a centralised treasury function to manage the Croup’s funding requirements and financial risks in line with the Board
approved treasury policies and procedures,and their delegated authorities.

The Croup’s financialinstruments, other than derivatives, comprise borrowings, cash and liquid resources and various items, such as trade
receivables and trade payables that arise directly fromits operations. The main purpose of these financialinstruments is to finance the
Croup’s operations.

The Croup treasury function also enters into derivative transactions, principally interest rate swaps, cross-currency swaps and forward
currency contracts. The purpose of these transactions is to manage the interest rate and foreign currency risks arising from the Group’s
operations and financing.

It remains the Group’s policy not to hold or issue financialinstruments for trading purposes, except where financial constraints
necessitate the need to liquidate any outstanding investments. The treasury function is managed as a cost centre and does not engage
in speculative trading.

Financial risk management
The principal financial risks faced by the Croup are liquidity and funding, interest rate, foreign currency and counterparty risks. The policies
and strategies for managing these risks are summarised on the following pages.

(a) Liquidity and funding risk
The risk that the Croup could be unable to settle or meet its obligations at a reasonable price as they fall due:

- The Croup’s funding strategy ensures a mix of funding sources offering sufficient headroom, maturity and flexibility and cost
effectiveness to match the requirements of the Croup.

— Marks and Spencer plc is financed by a combination of retained profits, bank borrowings, medium-term notes and committed syndicated
bank facilities.

— Operating subsidiaries are financed by a combination of retained profits, bank borrowings and intercompany loans.

At year end, the CGroup had a committed syndicated bank revolving credit facility of £1.325bn set to mature on 28 September 2018. This
facility contains only one financial covenant being the ratio of earnings before interest, tax, depreciation,amortisation, rents payable
and exceptionalitems:tointerest plus rents payable. The covenant is measured semi-annually. The Group also has a number of undrawn
uncommitted facilities available toit. At year end, these amounted to £100m (last year £80m), all of which are due to be reviewed within
ayear. At the balance sheet date a sterling equivalent of £225m (last year £234m) was drawn under the committed facilities and £nil

(last year £23m) was drawn under the uncommitted facilities.

Inaddition to the existing borrowings, the Group has a euro medium-term note programme of £3bn, of which £1.1bn (last year £1.1bn)
was inissuance as at the balance sheet date.
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21 FINANCIAL INSTRUMENTS CONTINUED

Financial risk management continued
The contractual maturity of the Group’s non-derivative financial liabilities (excluding trade and other payables (see note 19)) and derivatives
isas follows:

Partnership Total
liabilityto  borrowings
Bankloans Medium- Finance the Marks and other
and  Syndicated term lease &Spencer financial Derivative Derivative
overdrafts bankfacility notes liabilities UK Pension liabilities assets liabilities! Total
£fm £m £m £m £m £m £m £m £m

. E1ea) 18499

More than five years - - (1,7374) (185.6) (2873) (2,210.3) )
(211.8)  (2339) (24870) (2009)  (6467) (3,7803) 12,8662 (29767)  (1105)

Effect of discountingand
foreign exchange - 881.1 148.7 780 1,107.8

At 29 March 2014 (118)  (2339) (1,6059) (522)  (5687) (2,6725)
Timing of cash flows

More than five years - - (1,3103) (180.5) (215.6) (1,706.4) 459.6  (440.8) 18.8
e 5A)(224.9) (2,489.9)  (1926)  (575.0) (3,536.5) 3,325.9 (31477) 1782
Effect of discountingand

foreign exchange - - 792.2 144.0 62.1 998.3

At 28 March 2015 (54.) (2249) (1,697.7)  (48.6) (512.9) (2,538.2)

1. Derivative assets and derivative liabilities amounts represent the fair value as at the balance sheet date of the foreign exchange forward contracts and the forecasted interest payments
onthe swap contracts together with the finalexchange of notionalat the end of the contracts. Such cash flows were translated into sterling using spot rates as of the balance sheet date
forthe cross-currency interest rate swaps.

The present value of finance lease liabilities is as follows:

2015 2014

£m £fm
Withinoneyegr (0.5) B2
Laterthanoneyearandnot laterthanfiveyears (1.0) (1.2)
Later than five years (47.1) 478)
Total (48.6) (52.2)

(b) Counterparty risk
Counterparty risk exists where the Croup can suffer financial loss through default or non-performance by financialinstitutions with
whomit transacts.

Exposures are managed in accordance with the Group treasury policy which limits the value that can be placed with each approved
counterparty to minimise the risk of loss. The minimum long-term rating for all counterparties is long-term Standard & Poor’s(A-)/Moody’s
(A3). Credit ratings quoted on the following page are in line with Standard & Poor’s equivalent. In the event of a downgrade by one rating
agency and not the other, reference will be made to Fitch to determine the casting vote of the rating group. In the abscence of a Fitch rating
the lower rating will prevail. Limits are reviewed regularly by senior management. The credit risk of these financialinstruments is estimated
as the fair value of the assets resulting from the contracts.
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Financial risk management continued

(b) Counterparty risk continued

The table below analyses the Croup’s short-term investments and derivative assets by credit exposure excluding bank balances, store cash
and cashin transit.

Credit rating of counterparty®

AAAM AAA AA AA- A+ A A- BBB+* Total

£fm £m £m £m £m £m £m £m £m

Short-term investments' - - - 120 120 378 - - 61.8
'I'Z‘)Né'r‘i‘\;é"‘c'i‘\')“e“assetsz ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, S e e 76 ................ 05 ................ 117 55 66 .............. 3]9 .

At 29 March 2014 - - - 19.6 125 495 55 6.6 937
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ L

£m £m £m £m £m £m £m £m £m

Short-term investments! - - - 3.5 39.9 574 - - 100.8
'I'Z‘)'é'r‘i‘\;é'fi‘\”/“e“assetsz ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, s s —215218 ............... 521469 ...................... _1423

At 28 March 2015 - - - 25.0 61.7 109.5 46.9 - 243.1

1. Includes cash on deposit and money market funds held by Marks and Spencer Scottish Limited Partnership, Marks and Spencer plc and Marks & Spencer General Insurance.
2. Excludes the embedded derivative within the lease host contract.

3. Standard & Poor’s equivalent rating shown as reference to the majority credit rating of the counterparty from either Standard & Poor’s, Moody’s or Fitch where applicable.

4. Exposuretoacounterpartyapprovedasan exceptionto Treasury policy.

The Croup has very low retail credit risk due to transactions being principally of a high volume, low value and short maturity.

The maximum exposure to credit risk at the balance sheet date was as follows: trade receivables £129m (last year £128m), other receivables
£110m (last year £136m), cash and cash equivalents £206m (last year £182m) and derivatives £194m (last year £54m).

(c) Foreign currency risk
Transactional foreign currency exposures arise from both the export of goods from the UK to overseas subsidiaries,and from the import
of materials and goods directly sourced from overseas suppliers.

Croup treasury hedges these exposures principally using forward foreign exchange contracts progressively covering up to 100% out
to 18 months. Where appropriate, hedge cover can be taken out for longer than 18 months, with Board approval. The Croup is primarily
exposed to foreign exchange risk in relation to sterling against movements in US dollar and euro.

As at the balance sheet date the gross notional value in sterling terms of forward foreign exchange sell or buy contracts amounted to
£1,591m (last year £1,600m) with a weighted average maturity date of seven months (last year six months).

Cains and losses in equity on forward foreign exchange contracts as at 28 March 2015 will be released to the income statement at various
dates over the following 16 months (last year 16 months) from the balance sheet date.

The Croup also holds a number of cross-currency swaps to re-designate its fixed rate US dollar debt to fixed rate sterling debt. These are
reported as cash flow hedges.

The Croup uses a combination of foreign currency debt and derivatives to hedge balance sheet translation exposures. As at the balance
sheet date €144m of currency debt (last year €162m of derivatives) and HK$1,398m (last year HK$698m) of derivatives were hedging
overseas netassets.

The Group also hedges foreign currency intercompany loans where these exist. Forward foreign exchange contractsin relation to the
hedging of the Croup’s foreign currency intercompany loans are designated as held for trading with fair value movements being recognised
intheincome statement. The corresponding fair value movement of the intercompany loan balance results in an overall £nilimpact on the
income statement. As at the balance sheet date, the gross notional value of intercompany loan hedges was £412m (last year £417m).

(2]
2
z
w
=
=
<
s
[72]
-
<
3]
z
<
z
(s




116
MARKS AND SPENCER GROUP PLC
FINANCIAL STATEMENTS

NOTES TO THE FINANCIAL STATEMENTS
CONTINUED

21 FINANCIAL INSTRUMENTS CONTINUED

(c) Foreign currency risk continued

After taking into account the hedging derivatives enteredinto by the Croup, the currency and interest rate exposure of the Croup’s financial
liabilities excluding short-term payables and the liability to the Marks & Spencer UK Pension Scheme (which has no currency or interest rate
exposure)is set out below:

2015 2014

Fixed rate Floating rate Total Fixedrate Floatingrate Total
£m £m £m £m £m £m
Currency ; e
Sterling 1,315.4 568.2 1,883.6 - 1,2265 7086 19351
Euro 5.8 105.6 1.4 ) 6.6 1393 1459
Other - 30.3 303 - 22.8 22.8
1,321.2 704.1 2,025.3 1,233 870.7 2,03.8

The floating rate sterling and euro borrowings are linked to interest rates related to LIBOR. These rates are for periods between one and
six months.

As at the balance sheet date and excluding finance leases, the fixed rate sterling borrowings are at an average rate of 5.3% (last year 5.3%)
and the weighted average time for which the rate is fixed is eight years (last year nine years).

(d) Interest rate risk
The Croup is exposed to interest rate risk in relation to sterling, US dollar and euro variable rate financial assets and liabilities.

The Group’s policy is to use derivative contracts where necessary to maintain a mix of fixed and floating rate borrowings to manage this risk.
The structure and maturity of these derivatives correspond to the underlying borrowings and are accounted for as fair value or cash flow
hedges as appropriate.

At the balance sheet date, fixed rate borrowings amounted to £1,321.2m (last year £1,233.1m) representing the public bond issues and
finance leases,amounting to 66% (last year 59%) of the Croup’s gross borrowings.

The effective interest rates at the balance sheet date were as follows:

2015 2014

% %
09 10
Medium-term notes 5.3 53
Finance leases 4.1 43
Derivative financial instruments
e o . . Lo
Assets Liabilities Assets Liabilities
£m £m £m £m
U I e T .
Forwardforeign exchange contracts -cashflowhedges . 148 (72) L. (509)
..ohedfortrading 3.1 (0.4) e ©8)
-netinvestment hedges - (0.1) - -
1179 (7.7) 137 (51.5)
L T .
Cross-currencyswaps  -cashflowhedges 6.3 1w - (62.3)
Forwardforeign exchange contracts -cashflowhedges 73 oy 03 (09)
Interestrateswaps  -fairvaluehedge 385 R 2 (122)
Embedded derivative (see note 5) 23.7 - 224 -
75.8 (20.0) 406 (75.4)

The Group holds a number of interest rate swaps to re-designate its sterling fixed debt to floating debt. These are reported as fair value
hedges. The ineffective portion recognised in the profit or loss that arises from fair value hedges amounts to £0.3m (last year £0.5m) as
the loss on the hedged item was £33.5m (last year £33.7m gain) and the gain on the hedging instrument was £33.8m (last year £34.2m loss).
The Group also holds a number of cross-currency swaps to re-designate its fixed rate US dollar debt to fixed rate sterling debt. These are
reported as cash flow hedges.
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Sensitivity analysis

The table below illustrates the estimated impact on the income statement and equity as a result of market movements in foreign exchange
andinterest rates inrelation to the Group’s financialinstruments. The directors consider that a 2% +/- (last year 2%) movement in interest
rates and a 20% +/- (last year 20%) weakening in sterling against the relevant currency represents a reasonable possible change. However
this analysisis forillustrative purposes only.

The table excludes financialinstruments that expose the Croup to interest rate and foreign exchange risk where such riskiis fully hedged
with another financial instrument. Also excluded are trade receivables and payables as these are either sterling denominated or the foreign
exchangeriskis hedged.

Interest rates: the impact in the income statement due to changes in interest rates reflects the effect on the Croup’s floating rate debt as
at the balance sheet date. The impact in equity reflects the fair value movementin relation to the Croup’s cross-currency swaps.

Foreign exchange: the impact from foreign exchange movements reflects the change in the fair value of the Croup’s transactional foreign
exchange cash flow hedges and the net investment hedges at the balance sheet date. The equity impact shown for foreign exchange
sensitivity relates to derivative and non-derivative financialinstruments hedging net investments. This value is expected to be fully offset
by the re-translation of the hedged foreign currency net assets leaving a net equity impact of zero.

2% decreasein 2%increasein  20%weakeningin 20% strengthening
interest rates interest rates sterling insterling
£m £m £m £m

:éme statement: gain/(loss) 42 (16.1) -
Impact on other comprehensive income: (Loss)/gain (179) 11.6 1249
At28March2015
Impact onincome statement:gain/(loss) 9.2 (12.5) - -
Impact on other comprehensive income: (loss)/gain (15.2) 8.1 169.8 (113.2)

Offsetting of financial assets and liabilities

The following tables set out the financial assets and financial liabilities which are subject to offsetting, enforceable master netting
arrangements and similar agreements. Amounts which are set off against financial assets and liabilities in the Croup’s statement of
financial position are set out below. For trade and other receivables and trade and other payables, amounts not offset in the statement

Net financial Related amounts
Gross financial ~assets/(liabilities)  not set off in the

Gross financial  (liabilities)/assets  per statement of statement of

assets/(liabilities) setoff financial position financial position Net

£m £m £m £m £m

""""""""" 37.0 (37.0) - - =
,,,,,,,,,,,,,,,,,, 170.0 = 170.0 (27.7) 142.3
450 (42.1) 2.9 = 2.9

252.0 (79.1) 172.9 (27.7) 145.2
,,,,,,,,,,,,,,,,,, (295.0) 37.0 (258.0) - (258.0)
,,,,,,,, (27.7) - (27.7) 27.7 =
(60.3) 42.1 (18.2) = (18.2)
(383.0) 79.1 (303.9) 27.7 (276.2)

Netfinancial  Relatedamounts
Crossfinancial  assets/(liabilities) not set offinthe

Crossfinancial  (liabilities)/assets per statement of statement of
assets/(liabilities) setoff  financial position financial position Net
£m £m £m £m £m
. o BS @293 O3 -
,,,,,,,,,,,,,,,,,, = L N L) N
452 (39.0) 6.2 - 6.2
1106 (63.2) 474 41.2) 6.2
,,,,,,,,,,,,,,,,,, (2332 L..242 ...(209.0) 93 . ......(997)
Derivative financial liabilities ~(1269) - ~(1269) 319 (950)
Bank loans and overdrafts (45.0) 390 6.0) - 6.)
(405.2) 63.2 (342.0) 412 (300.8)

The gross financial assets and liabilities set off in the balance sheet primarily relate to cash pooling arrangements with banks. Amounts
which do not meet the criteria for offsetting on the statement of financial position but could be settled net in certain circumstances
principally relate to derivative transactions under ISDA (International Swaps and Derivatives Association) agreements where each party
has the option to settle amounts on a net basis in the event of default of the other party.
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Fair value hierarchy
The Croup uses the following hierarchy for determining and disclosing the fair value of financialinstruments by valuation technique:

- Level 1:quoted (unadjusted) prices in active markets for identical assets and liabilities.

— Level 2:not traded inan active market but the fair values are based on quoted market prices or alternative pricing sources with reasonable
levels of price transparency. The Group’s Level 2 financialinstruments include interest rate and foreign exchange derivatives. Fair value is
calculated using discounted cash flow methodology, future cash flows are estimated based on forward exchange rates and interest rates
(from observable market curves) and contract rates, discounted at a rate that reflects the credit risk of the various counterparties for
those with a long maturity.

— Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on observable market
data. The fair value of the embedded derivative is calculated using an option valuation model based on the present value of a 35-year
lease with annual lease payments increasing by Retail Price Index (RPI), capped and floored at 1.5% and 2.5% respectively and then
discounted back to the valuation date. The valuation is sensitive to changes in RPI.

Atthe ehd of the reportmg perlod the Group held the following financialinstruments at fair value:

2015 2014
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level3 Total
£m £m £m £m £m £m £m £m

Financial assets at fair value through
proﬁt and Loss

Embedded der|vat|ves (See hote 5) - - 237 237 - -

Financialliabilities at fair value through
proﬁt and Loss

Derivatives used for hedging ) - (27.3) - (27.3) ~ T (1263) _ T (1263)

There were no transfers between Level 1 and Level 2 fair value measurements,and no transfers out of Level 3 fair value measurements in
the current or prior reporting period. Inaddition to the above, the Croup has £3.0m (last year £3.0m) in unlisted equity securities measured
at cost.

The following table represents the changes in Level 3 instruments:

2015 2014
£m £fm
Opening balance 224 259
Cains and losses recognised in the income statement 1.3 (3.5)
Closing balance 23.7 224

The gains recognised in the income statement relate to the valuation of the embedded derivative in a lease contract. The fair value
movement of the embedded derivative of £1.3m gain (last year £3.5m loss) is treated as adjustment to reported profit (see note 5).

Fair value of financial instruments

With the exception of the Croup’s fixed rate bond debt and the Partnership liability to the Marks & Spencer UK Pension Scheme, there were
no material differences between the carrying value of non-derivative financial assets and financial liabilities and their fair values as at the
balance sheet date.

The carrying value of the Croup’s fixed rate bond debt was £1,697.7m (last year £1,605.9m), the fair value of this debt was £1,883.6m (last year
£1,780.3m). The carrying value of the Partnership liability to the Marks & Spencer UK Pension schemeis £512.9m (last year £568.7m) and the
fair value of this liability is £501.3m (last year £555.7m).

Capital policy
The Croup’s objectives when managing capital are to safeguardits ability to continue as a going concern in order to provide optimalreturns
for shareholders and to maintain an efficient capital structure to reduce the cost of capital.

In doing so the Croup’s strategy is to maintain a capital structure commensurate with an investment grade credit rating, to operate withina
net debt/EBITDA ratio of 2.0x-1.5x and to retain appropriate levels of liquidity headroom to ensure financial stability and flexibility. To achieve
this strategy the Group regularly monitors key credit metrics such as the gearing ratio, cash flow to net debt (see note 27) and fixed charge
cover to maintain this position. In addition, the Croup ensures a combination of appropriate committed short-term liquidity headroom

with a diverse and balanced long-term debt maturity profile. As at the balance sheet date the Croup’s average debt maturity profile was
eight years (last year nine years). During the year the Croup maintained an investment grade credit rating of Baa3 (stable) with Moody’s and
BBB- (stable) with Standard & Poor’s.

In order to maintain or realign the capital structure, the Croup may adjust the number of dividends paid to shareholders, return capital to
shareholders,issue new shares or sellassets to reduce debt.
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22 PROVISIONS e S
2015 2014
Property Restructuring Other Total Total
£m £m £m £m £m
,,,,,,,,,, 25'1 46.3 4'8 76.2 [OOSR SUR
,,,,,,,,,,,,,,,,,,,,,, 15.2 13'7 4'8 33'7 e
""""""""""" (3-6) (15.6) (0.1) (193) @3
""""""""""" (15.7) (15.1) (2.0) (32.8)  (256)
,,,,,,,,,,,,,,,,,,,,,, (06) (1.4) - 2o . ...09
,,,,,,,,,,,,,,,,,,,,,, 0.3 - - 03 T
Reclassification from trade and other payables 22.2 - - 22.2
Atend ofyear 429 279 7.5 783
. s . 462 .
Non-current 321

Property provisions relate to onerous lease contracts and dilapidations primarily arising as a result of the closure of stores in the UK,
Chinaand the Czech Croup (see note 5). These provisions are expected to be utilised over the period to the end of each specific lease.
Restructuring provisions relate to the estimated costs of several strategic programmes including the closure of four stores in Ireland in the
prior year and the current restructure of the logistics network (see note 5). These provisions are expected to be utilised within seven years.

23 DEFERRED TAX

Deferred taxis provided under the balance sheet liability method using a tax rate of 20% (last year 20%) for UK differences and local tax rates
for overseas differences.

The movements in deferred tax assets and liabilities (after offsetting balances within the same jurisdiction as permitted by IAS 12 ‘Income
Taxes’) during the year are shown below.

Deferred tax assets/(liabilities):

Landand . Cap|taL RSSO Other e
buildings  allowances Pension  short-term
temporary inexcessof  temporary  temporary Total UK Overseas
differences depreciation differences differences deferredtax deferredtax Total
£m £m £m £m £m £m £m
LoA529)  06)  965) 85 2332  (74)  (2406)
L3283 08 (25 (94 (9 @13)
- - 01 209 210 (17 193

(49.3) (99.9) (97.3) (2316) (242.6)

(242.6)

(Charged)/credited to equity/other comprehensive income - - (55.2) (13.7) (68.9) 74 (61.5)
At 28 March 2015 (47.0) (106.0) (154.8) (3.1) (3109) (3.2) (3140)

Other short-term temporary differences relate mainly to employee share options and financialinstruments.

The deferred tax liability on land and buildings temporary differences is reduced by the benefit of capital losses with a tax value of £48.4m
(last year £46.5m). Due to uncertainty over their future use, no benefit has been recognised in respect of unexpired trading losses carried
forwardin overseas jurisdictions with a tax value of £43.5m (last year £38.7m).

No deferred taxis recognisedin respect of undistributed earnings of overseas subsidiaries and joint ventures, unless a material liability is
expected to arise on distribution of these earnings under applicable tax legislation. No deferred tax liability has been recognised in respect
of undistributed earnings of £17.5m with a tax value of £4.4m (last year £13.0m with a tax value of £3.3m) on the basis the distribution can be
controlled by the Croup and it is probable that the temporary difference will not reverse in the foreseeable future.

24 ORDINARY SHARE CAPITAL

2015 2014

Shares £m Shares £m
Issued and fully paid ordinary shares of 25p each BT
ALSEBrLOFYear 1632,247974 4081 1613888192 4035
Sharesissued on exercise of share options 15,566,772 3.9 18,359,782 46
At end of year 1,647,814,746 412.0 1,632,247974 408.1

Issue of new shares
15,567,772 (last year 18,359,782) ordinary shares having a nominal value of £3.9m (last year £4.6m) were allotted during the year under the
terms of the Company’s schemes which are described in note 13. The aggregate consideration received was £40.8m (last year £45.0m).
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25 CONTINGENCIES AND COMMITMENTS
A. Capital commitments
S 2015 2014
£m £m
Commitments in respect of properties in the course of construction 102.9 86.1
Commitments in respect of computer sof‘"ﬁ@é%éﬂ'Q‘Haé%a‘evelopment H 255 -
128.4 86.1

B. Other material contracts

Inthe event of a material change in the trading arrangements with certain warehouse operators, the Croup has a commitment to purchase
property, plant and equipment, at values ranging from historical net book value to market value, which are currently owned and operated by

the warehouse operators on the Group’s behalf.
See note 12 for details on the partnership arrangement with the Marks & Spencer UK Pension Scheme.

C. Commitments under operating leases

The Group leases various stores, offices, warehouses and equipment under non-cancellable operating lease agreements. The leases have

varying terms, escalation clauses and renewal rights.

2015 2014
£m £m
2916 2969
1,074.1 1 ,03'{11 1
1,091.0 10201
549.3 6720
i 348.8 3583
—Laterthan 20 years and not later than 25 y« ) ) 242.2
—Laterthan 25 years 1,074.3
Total 4,671.3
The totalnon-cancellable future sublease payments to be received are £41.2m (last year £44.9m).
26 ANALYSIS OF CASH FLOWS GIVEN IN THE STATEMENT OF CASHFLOWVS
Cash flows from operating activities
""""""""""""""""" 2015
£m
Profitonordinary activities after taxation i 481.7
Incometaxexpense ) 118.3
Financecosts i 116.8
Financeincome (15.5)
Operating profit 701.3
Decrease/(increase) ininventories i 457
Increasein receivables (13.0)
Increase in payables i 87.6
Non-underlying operating cash inflows/(outflows) i 28.6
Depreciation,amortisation and write-offs i 550.1
Share-based payments i (1.1)
Pension costs charged against operatingprofit i 85.4
Cash contributions to pension schemes i (143.0)
Non-underlying non-cash items i (53.7)
Non-underlying operating profititems 61.2

Cash generated from operations 1,349.1
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Z7ANALYSISOFNETDEBT e
A. Reconciliation of movement in net debt
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ e
At and other At
30March non-cash 28 March
2014 Cashflow movements 2015
£m £m £m £m
B nk facility (see note 20) (4457) 1642 25
e below) 4393 (175.9) (2.5) 260.9
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (64) 17) - (181)
Cashand cash equivalents (see note 18) 182.1 26.1 (2.3) 205.9
Net cash per statement of cash flows 175.7 144 (2.3) 187.8
Current financial assets (see note 16) 177 (6.0) 01 11.6
Debt financing
(439.3) 1759 25 (260.9)
(1,609.8) - (2.0) (1,611.8)
(52.2) 48 (1.2) (48.6)
Partnership liability to the Marks & Spencer UK Pension Scheme (see note 12) (555.7) 544 (501.3)
Debt financing (2,657.0) 2351 (0.7) (2,422.6)
Net debt (2,463.6) 2435 €h) (2,223.2)
B. Reconciliation of net debt to statement of financial position
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, S
£m £m
s
,,,,,,,,,, ne .77
,,,,,,,,,, (2790) (4457)
,,,,,,,,,, (16520)  (16490)
,,,,,,,,,, @86) (22
(512.9) (5687)
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, (22750)  (25158)
Interest payable included within related borrowing and the partnership liability to the Marks & Spencer
UK Pension Scheme 51.8 52.2
Total net debt (2,223.2) (2,463.6)
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28 RELATED PARTY TRANSACTIONS

A. Subsidiaries
Transactions between the Company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosedin this note. Transactions between the Company and its subsidiaries are disclosed in the Company’s separate financial statements.

B. Hedge End joint venture
Aloan of £5.0m was received from the joint venture on 9 October 2002. It is repayable on five business days notice and was renewed on
1 January 2015. Interest was charged on the loan at 2.0% until 31 December 2009 and 0.5% thereafter.

C. Lima (Bradford) joint venture

Aloan facility was provided to the joint venture on 11 August 2008. At 28 March 2015, £24.0m (last year £24.0m) was drawn down on this
facility. Interest was charged on the loan at 2.7% above three-month LIBOR. The Croup has entered into a rental agreement with the joint
venture and £4.9m (last year £4.6m) of rental charges were incurred. There was no outstanding balance at 28 March 2015.

D. Marks & Spencer Pension Scheme
Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are set outin notes 11 and 12.

E. Key management compensation

2015 2014

£m £m

Salariesand short-term benefits 7.5 73
Share-based payments 0.8 32
Total 8.3 105

Key management comprises the Board directors only. Further information about the remuneration of individual directors is provided
inthe Remuneration Report. During the year, key management have purchased goods at the Croup’s usual prices less a 20% discount.
This discount is available to all staff employed directly by the Group in the UK.

F. Other related party transactions

Supplier transactions occurred during the year between the Group and a company controlled by Martha Lane Fox’s partner. Martha
is a non-executive director of the Group. These transactions related to the receipt of services and amounted to £2.5m during the year
(last year £1.8m) with an outstanding trade payable of £0.2m at 28 March 2015 (last year £0.4m).
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o
28 March 2015 29March 2014

Notes £m £m

Assets

Non-currentassets . ‘ )

Investments in subsidiary undertakings C5 9,226.4 92174

Total assets 9,226.4 92174

Liabilities

Current liabilities

Amounts owed to subsidiary undertakings 24295 24718
Total liabilities 2,429.5 24718
Net assets 6,796.9 6,745.6
Equity

Ordinarysharecapital

Share premium account

Capitalredemptionreserve

M20 4081

3924

12,2026

Merger reserve 13973 13973
Retained earnings 2,392.6
Total equity 6,796.9

The financial statements were approved by the Board and authorised for issue on 19 May 2015. The financial statements also comprise the

notes on pages 124 and 125.
Marc Bolland Chief Executive Officer
Helen Weir Chief Finance Officer

COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Ordinary

Share Capital

share premium redemption Merger Retained

capital account reserve reserve earnings Total

£m £m £m £m £m £m
At 31 March 2013 L4035 315122026 13973 23725 | 66910
Profit for the year - - - LT 2136 2736
Dividends - - o - - T 2736) | (2736)
Capital contribution for share-based payments - - - T 2696

Sharesissued on exercise of employee share options - - - 450

At 29 March 2014 2,202.6 1,397.3 2,382.1 6,745.6

At30 March"2‘014

p fﬂit forthe:y:e‘ar

bwj}dends

Capital contribution for share-based payments

Sharesissued on exercise of employee share options

ER025

At 28 March 2015

412.0

3924

COMPANY STATEMENT OF CASH FLOWS

52 weeks ended 52 weeks ended

28 March
2015
£m

29 March
2014
£m

Cash flow from investing activites

Dividends received

. 2822

2736

Net cash generated from investing activities

282.2

273.6

Cash flows from financing activities
Sharesissued on exercise of employee sha

450

Repayment of intercompany loan i (423)(450)
Equity dividends paid (280.7) (273.6)
Net cash used in financing activities (282.2) (273.6)
Net cash inflow from activities = -

Cash and cash equivalents at beginning and end of year
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C1 ACCOUNTING POLICIES

The Company’s accounting policies are the same as those set out in note 1 of the Group financial statements, except as noted below.

Investments in subsidiaries are stated at cost less, where appropriate, provisions for impairment. The Company grants share-based
payments to the employees of subsidiary companies. Each period the fair value of the employee services received by the subsidiary
as a capital contribution from the Company is reflected as an addition to investments in subsidiaries.

Loans from other Group undertakings and all other payables are initially recorded at fair value, which is generally the proceeds received.
They are then subsequently carried at amortised cost. The loans are non-interest bearing and repayable on demand.

The Company’s financialrisk is managed as part of the Croup’s strategy and policies as discussed in note 21 of the Group financial
statements.

Inaccordance with the exemption allowed by Section 408(3) of the Companies Act 2006, the Company has not presented its own income
statement or statement of comprehensive income.

C2 EMPLOYEES

The Company had no employees during the current or prior year. Directors received emoluments in respect of their services to the Company
during the year of £960,000 (last year £986,000). The Company did not operate any pension schemes during the current or preceding year.

C3 AUDITOR’S REMUNERATION

Auditor’s remuneration inrespect of the Company’s annual audit has been borne by its subsidiary Marks and Spencer plc and has
been disclosed ona consolidated basis in the Company’s consolidated financial statements as required by Section 494(4)(a) of the
Companies Act 2006.

C4 DIVIDENDS
e 2015 2014 2015 2014
per share per share £m £m
Dividends on equity ordinary shares
Paidfinaldividend 10.8p 10.8p 176.2 1736
Paid interim dividend 6.4p 6.2p 104.5 100.0
17.2p 170p 280.7 273.6
Inaddition, the directors have proposed a final dividend in respect of the year ended 28 March 2015 of 11.6p per share amountingtoa
dividend of £191.1m. It will be paid on 10 July 2015 to shareholders who are on the Register of Members on 29 May 2015.In line with the
requirements of IAS 10 ‘Events after the Reporting Period;, this dividend has not been recognised within these results.
C5 INVESTMENTS
A. Investments in subsidiary undertakings
o 2015 2014
£m £m
Beginning of theyear 9,217.4 9,2078
Additionalinvestment in subsidiary undertakings relating to share-based payments 9.0 9.6
End of year 9,226.4 9,2174

Sharesin subsidiary undertakings represent the Company’s investment in Marks and Spencer plc. The directors believe that the carrying
value of the investments is supported by their underlying net assets.

B. Principal subsidiary undertakings

Proportion of voting rights

Country of incorporation and shares held by:

Principalactivity and operation Company Asubsidiary
Retailing ) United Kingdom 100% -
Holding company United Kingdom -
Holding company The Netherlands -
Holding company The Netherlands -
Retailing Czech Republic -
Retailing Republic of Ireland -
Retailing HongKong -
Retailing United Kingdom -
Retailing ) Creece ) -
Financial services Cuernsey ) -
Procurement United Kingdom -
Marks and Spencer Scottish Limited Partnership Propertyinvestment  United Kingdom —

1. Marksand Spencer plcis the generalpartner.

The Company has taken advantage of the exemption under Section 410 of the Companies Act 2006 by providing information only
in relation to subsidiary undertakings whose results or financial position, in the opinion of the directors, principally affected the

financial statements.
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C6 RELATED PARTY TRANSACTIONS

During the year, the Company has received dividends from Marks and Spencer plc of £282.2m (last year £273.6m)and decreased its loan
from Marks and Spencer plc by £42.3m (last year £45.0m). The outstanding balance was £2,429.5m (last year £2,471.8m) and is non-interest
bearing. There were no other related party transactions.

C7 SUBSIDIARIES EXEMPT FROM AUDIT

The following UK subsidiaries will take advantage of the audit exemption set out within Section 479A of the Companies Act 2006 for the year
ended 28 March 2015.

Reference

SC315365

Morpheus Europe Limited 08540784

The Company will guarantee the debts and liabilities of the above UK subsidiaries at the balance sheet date of £6.7m inaccordance with
Section 479C of the Companies Act 2006. The Company has assessed the probability of loss under the guarantees as remote.
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GROUP FINANCIAL RECORD

‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ s

52 weeks 52 weeks 52 weeks 52 weeks 52 weeks

£m £m £m £fm £m
INCOME SEALCIMIENT sttt st A £ttt 0
ROy I, e
S S 92231 9155/ 89514 88682 87330
International 1,088.3 1,1540 1,075.4 1,066.1 1,007.3

10,311.4 10,3097 10,026.8 99343 9,740.3
OPCIBUNG PIOMME, e AR
UK e SA0S_ 6003 6328 6580 6790
International 60.7 94.2 120.2 885 1579
Totaloperating Profit | PUBS) = 6945 7530 7465 8369
Netinterestpayable e ATUB)(1258) (2129)  (14T) (939
Pension finance income 10.5 1.7 7. 256 376

Profit on ordinary activities before taxation

Adjustmentstoreportedprofit (61.2) 425  (1009) 479) 663

Income tax expense (118.3) (74.4) (102.4) (168.4) (182.0)

Profit after taxation 481.7 506.0 4448 489.6 598.6

‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ i
52 weeks 52 weeks 52 weeks 52 weeks 52 weeks

Basic earnings per share' Basic earnings/Weighted average

e ordinary shares in issue W 29.7p  ..32%0 . 283p ...325p . 388p

Underlying basic earnings per share'  Underlying basic earnings/Weighted

e average ordinary sharesinissue L33l 32 319 ... 349% . 348p

Dividend per share declaredin

TESPECLOftNeYEAr o e W 180p, 170p 17Op ..1Op .. .1790p

Dividend cover Underlying earnings per share/

e Dividend pershare e N 19X e 19X ZIX 20x

Retail fixed charge cover Operating profit before depreciation

and operating lease charges/

B FOCACNAIGRS . oo e L e S 35X 39X o 40x

Statement of financial position

NELASSELS(EM) e 31988 27067 25195 27788 26774

Net debt” (Erm) ..22232 24636 26143 18571 19009

Capitalexpenditure () e 5266 7100 8213 735 4915

Stores and space

UKstores 852 798 766 731 703

UKsellingspace (millionsaft)

International stores

International

1. Based on continuing operations.
2. Excludesaccruedinterest.



ANALYSIS OF SHARE REGISTER
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SHAREHOLDER INFORMATION

As at 28 March 2015 the Company had 181,607 registered holders of ordinary shares. Their shareholdings are analysed below. It should be
noted that many of our private investors hold their shares through nominee companies, therefore the percentage of private holders s
much higher (we estimate approximately 30%) than that indicated.

Number of

Puercentage Percemt;g.ew

Number of of total ordinary of issued

shareholders shareholders shares share capital
""""""""" 94339 5195 18,006,086 109
) 35,125 19.34 26,"306,780"“ o 160
26,896 1481 38677377 235
17944 9.88 55109204 334
""""""""" 4,608 254 31,828681 193
2,43 118 49307034 299
387 021 137360658 834

165 009 1,291,218926 78.36

Total 181,607 10000 1,647.814,746 100.00
Puercentage Number ofm o Percemt'étg.ew

Number of of total ordinary of issued

Category of shareholder shareholders shareholders shares share capital
.P“[i‘\.@pe“ """"""""""""""""" 174,558 96.12 258939325 1571
Institutionaland corporate 7049 3.88 1,388,875,421 84.29
Total 181,607 100,00 1,647,814,746 100.00

2015/16 financial calendar and key dates

28 May 2015

08 January 2016*

Interim dividend payment date

1t Thosewho have registered for electronic communication or news alerts at marksandspencer.com/thecompany will receive notification by email when this is available.

* Provisionaldates.

Shareholders can manage their holdings
online by registering with Shareview, the
internet based platform provided by
Equiniti. Registration is a straightforward
process and allows shareholders to:

—Sign up for electronic shareholder
communication.

—Receive trading updates by email.

—View all of their shareholdings in
oneplace.

—Update their records following a
change of address.

—Have dividends paid into their bank
account.

—Vote inadvance of company general
meetings.

M&S encourages shareholders to sign up
for electronic communicationas the
reduction in printing costs and paper
usage makes a valuable contribution to our
Plan Acommitments. Itis also beneficial to
shareholders, who can be notified by email
whenever we release trading updates to
the London Stock Exchange, which are not
mailed to shareholders.

To find out more information about the
services offered by Shareview and to
register, please visit shareview.co.uk.

ANNUAL GENERAL MEETING 2015

This year's ACM will be held at Wembley
Stadium, Wembley, London HA9 OWS on
Tuesday 7 July 2015. The meeting will
startat 11amandregistration willbe open
from 9.30am.

DIVIDENDS

Paidin January and Ju& each year (subject

to Board and shareholder approval). We
encourage shareholders to have their
dividends paid directly into their bank
account to ensure efficient payment and
that cleared funds are received on the
payment date. Shareholders who receive
their dividend payments in this way receive a
single, consolidated tax voucher annually in
January, covering both dividend payments
made during the tax year. We are able to
send separate tax vouchers if preferred.

Shareholders can change their preferred
dividend payment method online at
shareview.co.uk or by contacting Equiniti.
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CHANGING YOUR ADDRESS

You should inform Equinitiof your new

address as soon as possible to avoid missing
important correspondence relating to your
shareholding. If you hold 1,500 shares or
fewer andreside in the UK this can be done
quickly over the telephone. Holdings of
more than 1,500 shares will require a written
instruction quoting your fullname, 11-digit
shareholder reference number (if known)
and both your previous and new addresses.

DUPLICATE DOCUMENTS

Around 10,000 shareholders Have more

than one account on the shareregisterand
receive duplicate documentation fromus
asaresult. If you fallinto this group, please
contact Equinitito combine your accounts.

CORPORATE WEBSITE

You canaccess the corporate \X/eb5|te at

marksandspencer.com/thecompany.

The M&S corporate website provides a wealth
of usefulinformation for shareholders and
should be your first port of call for general
queries relating to the Company and your
shares. Shareholders are also encouraged
to sign up toreceive news alerts by email.
These include all of the financial news
releases throughout the year that are

not sent to shareholders by post.

The directors are responsible for the
maintenance andintegrity of the financial
information on our website. This information
has been prepared under the relevant
accounting standards and legislation.

NEW SHAREHOLDER LOYALTY SCHEME

2015 saw the Launch ofthe Equmm Payment
Plus Scheme,anew loyalty scheme for private
investors developed by Equinitiin collaboration
with M&S. The scheme enables M&S
shareholders to apportionanythinguptoa
maximum of £900 of their dividend payment
to purchase credit on an M&S Shareholder
Card, which can be used to shop in our stores
andonline. This is similar to an M&S gift card,
however the credit is offered to shareholders
ata 10% discount. So,a shareholder who
allocates the full £900 would receive £1,000
credit on their card. Our private investors are
some of our most loyal customersand we are
pleasedto be able to introduce this fantastic
new scheme that directly rewards their level
of investmentin the Company.

The schemeis not currently available for
investors whose shares are held in nominee
accounts. However, we will work with both
Equinitiand nominee companies to seek

a solution that willallow those whose
shares are heldin this way to participate

in future years.

Furtherinformation on the scheme
and a detailed FAQ can be found at
shareview.co.uk/info/paymentplus.
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SHAREGIFT

USEFUL CONTACTS

If you have a very smau shareholdmg
thatis uneconomicalto sell, you may
want to consider donating it to ShareCift
(Registered charity no. 1052686), a charity
that specialises in the donation of small,
unwanted shareholdings to good causes.
Find out more by visiting sharegift.org
or by calling +44 (0)207 930 3737.

CAPITAL GAINS TAX

For the purpose of CapltaLGams Ta>< the
price of an ordinary share on 31 March 1982
was 153.5p, which when adjusted for the

1 for 1 scripissuein 1984, gives a figure of
76.75p. Following the capital reorganisation
in March 2002, HMRC has confirmed the
base cost for CCT purposes was 372.35p
(81.43%) for an ordinary share and 68.75p
(18.75%) for a B share.

AMERICAN DEPOSITARY RECEIPTS (ADRs)

The Company has a LeveL ADR
programme. This enables US investors to
purchase Marks & Spencer American
Depository Shares (ADS) in US dollars ‘over
the counter’. The Company has chosen to
have the ADRs quoted on the OTC market'’s
highest tier, International PremierQX.

Forinformation on OTCQX go to otcgx.com
For Deutsche Bank, email:
DB@amstock.com

ADR website: adr.db.com

Toll free callers within the US:

1866 249 2593

For those calling outside the US:

+1(718)921 8137

SHAREHOLDER QUERIES

The Companys share reglster is mamtamed “

by our Registrar, Equiniti. Shareholders with
queries relating to their shareholding should
contact Equiniti directly using one of the
methods listed to the right. For more
generalqueries, shareholders should
consult the ‘Investors’ section of our
corporate website.

M&S Reglstered Offlce
Waterside House,

35 North Wharf Road,

London W2 INW

Telephone +44 (0)20 7935 4422
Registeredin England and Wales
(no.4256886)

Registrar

Equiniti Limited,

Aspect House,

Spencer Road,

Lancing,

West Sussex BN99 6DA

United Kingdom

Telephone 0845 609 0810 and outside the
UK +44(0) 121 415 7071

Online: help.shareview.co.uk (from here,
you willbe able to securely email Equiniti
with your enquiry).

Group Secretary and Head
of Corporate Governance
Amanda Mellor

Additional documents

Aninteractive version of our 2014/15
Annual Reportis available online at
marksandspencer.com/annualreport2015.

Additionally, both the Annual Report
and Strategic Report are available

for downloadin pdf format at
marksandspencer.com/thecompany.

Alternatively, call 0800 591 697.

Students
Please note, students are advised to
source information from our website.

General queries

Customer queries: 0845 302 1234
Shareholder queries: 0845 609 0810
Alternatively,email us at
chairman@marks-and-spencer.com.

SHAREHOLDER SECURITY

Anincreasing number of shareholders
have been contacting us to report
unsolicited and suspicious phone calls
received from purported ‘brokers’who
offer to buy their shares at a price farin
excess of their market value. It is unlikely
that firms authorised by the Financial
Conduct Authority (FCA) will contact you
with offers like this. As such, we believe
these calls are part of a scam, commmonly
referred to as a ‘boiler room’. The callers
obtain your details from publicly available
sources of information, including the
Company’s share register,and can be
extremely persistent and persuasive.

Shareholders are cautioned to be very
wary of any unsolicited advice, offers to
buy shares at a discount, sell your shares
atapremium or requests to complete
confidentiality agreements with the
callers. Remember, if it sounds too good
to be true, it probably is!

More detailed information and guidance
is available on our corporate website.

An overview of current commmon scams
is available on the Action Fraud website
actionfraud.police.uk.
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