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Highlights of the year

FINANCIAL HIGHLIGHTS

QOur UK turnover has a
broadly even split
between Food and
General Merchandise
(Clothing and Home)

However they shop
with us — In stores,
onling or by phone
—we am to provide
the best and most

Group revenue Undertying Group Undertying Group
operating profit profit before tax

£9.9bn £810.0m £705.9m
™~20% 4 18% v 12%
Group profit Underlying Intenm + final dividend
before tax earnings per share 6 2p +-] O 80
£658.0m 34.9p =17.0p
L157% T03% & level

UK MULTI-CHANNEL INTERNATIONAL

With 387 stores In
43 territories across
Europe, the Middle
East and Asia,

we are growing

With 731 UK stores, we  convenient shopping our international

sell high-quality, great experience for our presence to make
value food and are the  customers, from the M&S brand
UK market leaders in purchase through more accessible to
womenswear, ingerie to delivery customers around
and menswear the world
Clothing & Home Multi-channel* Internaticnal
revenue revenue revenue
£4.2bn £559m £1.1bn
40 9% T18% T58%
Food revenue Weekly site visits international
stores
¢4.7bn 3.4m 387
T39% ™1 2% 126
Number of Shop Your Way Terntories
UK stores
1 28 stores 11 stores ™1 new terntory
See page 15 See page 26 See page 28
PLAN A

We aim to become the world’s most sustainable retaller and our eco and
ethical programme is at the heart of how we do business

Total Plan A Commitments Commitments
commitments achieved ontarget
180 138 30
+43
Seepage 30

Excluding VAT and is generated across the UK and (nternational business Last year published including VAT
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Overview

Chairman’s

“Our plan has
stood the test
of continued
evaluation and
debate.”

Robert Swannell
Chairman

DMVIDEND

Intenm dividend paid on
13 January 2012

6 . 2 p per share

Final dividend to be paid
on 13 July 2012

1 O 8p per share

Total dividend for
2011/12

1 70 p per share

Marks and Spencer Group plc

statement
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My first full year as Chairman has been one of continued progress for M&S
Our executive team has drniven forward our business plans with consistency
and pace. The strategy, set cut by Marc Bolland in November 2010, withstood
the test of continued evaluation by the Board Despite challenging market
conditions that have put ongoing pressure on our customers’ budgets, we are
all agreed on our course The key now 1s execution of our strategy to become

an international, multi-channel retailer

As a Board, we have undertaken an
ordered transition towards our now
established governance structure

We have In place a talented group of
individuals with a nch mix of expenence
We are unified by a shared ambition to
guide M&S to the very best future,
deliverng sustainable growth as an
international, multi-channel retailer

Performance and dividend

In a tough market, M&S has made
progress on a number of fronts, with
sales up 2% Our results demonstrate
a good performance agamnst our
strategic goals We made important
improvements in our UK business -
enhancing our stores and products
and strengthening our brand

Cur Multi-channel business grew
ahead of the market and we saw
double digit growth in our priority
international markets

We are committed to delivering
consistent returns to our shareholders
We intend o pay a final dividend of

10 8p, in ing with the dividend policy
set out last year

Governance and the Board
Last year, | set three clear prionties for
the Board

— First, to debate and agree the best
strategy for the Company and hold
the executive team accountable for
Its execution,

- Second, to ensure we have the most
talented teamn to execute this strategy
and plan effectively for their succession,

- And finally, to set the tone of 'doing
the nght thing’, supported by the night
governance structures and their
effective implementation

Over the last 12 months we maintained
our focus on these key aspects and will .
continue to do so in the year ahead

With implementation of our strategy
underway, the Board provided ongoing
enquiry and support to our executive
directors, ensuring they deliver the
business plan effectively and efficiently
in a difficult trading environment

We looked carefully at our Board
composttton, considering the skills
required to better inform our debate We
recognised the need to strengthen our
consumer and International expenence
and were therefore delighted to welcome
our two new non-executive directors,
Vindi Banga and Miranda Curtis, both of
whom have abundant expertise in these
fields We will continue to ensure that we
have the right balance of skills as we
move forward

Louise Patten and Sir David Michels
retired this year | would like to thank
them both for ther considerable
contributions to the Board and | must
pay particular tribute to David in his
roles as Deputy Chairman and Senior
Independent Director | am delighted
that Jan du Plessis agreed to succeed
Dawid as Senior Independent Director

Having the nght people in this business
1S critical to our success Over the last
12 months the Board has devoted more
time to ensuring we have the best team
to deliver the best results, not just today
but over the longer term

As set out by Marc Bolland on page 14,
our executive directors are part of a
strong Management Committee, which
was further strengthened this year by the
arrival of Laura Wade-Gery as Executive




Qverview

Our governance principles

Leadership

Strategy, performance, responsibiiity

and accountability are at the heart
of your Board's discussions We
interrogate each area to ensure
high-gualty decision-making, that in
turn drives a culture of continucus
improvement across the business

See page 42 for Leadership

Effectiveness

Cur performance 1s Independently
reviewed on a reguiar basis to
ensure that the Board remains
focused, 1s provided with actions
for improvement and meets targets
for future improvement

See page 44 for Effectiveness

Accountabihty

Strategic decision-making 1§
discussed within the context of nsk,
ensuring that we understand and,
where possible, mitigate those risks
to which M&S 1s exposed

See page 45 for Accountabiiity

Engagement

Buillding relationships with private
and institutional nvestors Is
fundamental to achieving our goals
We do so through face-to-face
meetings and a range of
communications channels

See page 49 for Shareholder Engagement

VIEW this annual report online
http.//annualreport marksandspencer com

Marks and Spencer Group plc

Director, Multi-channel E-commerce
We continued to look ahead, focusing
on developing leadership and future
talent across the business to secure
robust succession plans

How we do business

| believe that openness and
transparency lie at the heart of good
business practice This applies as much
to our readiness to embrace the rapid
change in a digital world, as it does to
our wilingness to be accountable for
how we do business or learn when we
make mistakes

Nowhere 1s this ethos more evident
than in Plan A Five years since launch,
our environmental and ethical
programme continues to be at the heart
of how we do business We have made
M&S a more efficient and more
Innovative business, setting ourselves
ambitious targets and holding our
progress up for continual scrutiny, as
we further encourage our customers
and suppliers to get involved in Plan A
We think 1t 1s nght to continue to set
ourselves a high bar in this area Our
customers, our shareholders and our
employees expect this of us and 1t
makes good business sense

As a Board, we listened to the objective
feedback we received from last year’s
independent Board evaluation and
conducted a further external review of
our effectiveness this year Details of
how we have implemented actions as a
result of these findings are outhned on
page 44 of the Governance section

Shareholder engagement

The Notice of Meeting that accompanies
this report highlights some changes that
will be included in our AGM Future
meetings will adopt a more businesslike
approach, with an earlier start tme and
discussion focused cn the performance
of the Company
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None of this will inhibit your ability

to come to our AGM and hold us
accountable That s your nght

and, as ever, we encourage all our
shareholders, large or small, to attend

As part of our cngoing efforts to engage
more closely with our shareholders, we
considerably improved the quality and
guantity of information available online

| encourage you to explore and make
use of these enhanced resources at
marksandspencer com/thecompany

Looking ahead

We have a clear plan for the business
and we are committed to its execution
We reman convinced that t1s the
right course

The retail environment remains
challenging in the UK, and in some of
our internationai territories This only
serves to llustrate how wital it 1s that we
are listening 1o our customers, stayng
true to our values and relentlessly

and consistently executing our strategy
In doing so we will strengthen our
business and our refationships with

all our stakeholders in the future

| never fail to be impressed by the
dedication and pride in their work
shown by our employees at all levels
I would like to thank them for all they
do to make this business special

Robert Swannell
Charman

MBIAIIAD
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Marks and Spencer Group plc

\Varketplace

Understanding the way our customers think and the factors that influence
their shopping behaviour 1s key to our success Our Customer Insight Unit
(ClIU) uses a combination of customer analytics and research to build an
accurate picture of the trends and 1ssues that affect the decisions our

customers make

What 1s happening 1n the
marketplace?

2011/12 was a year of continued
economic turbulence UK Gross
Domestic Product (GDP) was revised
down during the year, as the
Government faced the difficult
chalienge of tackling the deficit, whilst

stimulating economic growth However,

consumers now have a greater

understanding of how to manage their

households through difficult times —
enabling them to better ptan ahead

Despite this clanty, confidence
rermained farrly low as consumers felt

the impact of inflation on their shopping,

compounded by nsing fuet prices
Though Inflation eased 1n garly 2012

consumers have not felt the full benefit,

as incomes were hit by pay freezes,

reduced hours and cancelled overtime

These factors contributed to a

decrease in mariket footfall of 1 6%, as
consumers had to make tough choices

In this challenging environment, some
well-known retallers were faced with
administration and store closures
Others responded with heavy
promotions — as retaillers competed
fiercely for consumers’ Imited
disposable ncome

There were moments of ight relief
during the year The Royal Wedding
in April 2011 and Christrnas provided
reasons to celebrate However, these
events were also characterised by
heavy promotional activity and
measured spending from consumers

How does this affect our customers?
Since the downturn of 2008,
consumers have been on a journey

of acceptance and, for many, 2011/12
was the year they took charge of thar
budgets Consumers acknowledged
that some rising costs, such as petrol,
were unavoldable, and instead focused
on spend that they were abla to
manage This positive action helped
customers regain a sense of conirdl,
and optimism increased In the latter
part of the year

However, finances remained tight, with
Iittle flexibility in monthly spend This
pressure, coupled with a greater focus
on housekeeping, meant consumers
Increasingly shopped to a planned list
They were not easily distracted by
promotions, using them as a shopping
strategy and actively seeking cut value
in the form of clear, straightforward
deals on therr planned purchases

Priorities remained close to home,
with a renewed emphasis placed on
the value of family trme, health and
wellbeing Careful planning helped
consumers protect the things that
mattered to them most, such as
spending on their children Special
occasions such as Christmas and
Mother's Day were also nng fenced,
with an increased focus on more
traditional celebrations at home

Our Gift to You Christmas promotion

Our highimpact '25% off* focused deals over
Christrnas provided clear, stand-out value ontha
items our customers wanted most
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Consumer Barometer

We launched our Consumer
Barometer in June 2010 This ongoing
listening exercise enables us to track
trends and plan ahead based on
consumer sentment and behaviour

The Consumer Barometer comprises
a monthly anline survaey of a changing
sample of 4,000 people and covers
a range of topics from spending
patterns to future plans We
undertake additional iIn-depth
research with a smaller sample,
which provides us with more detalled
insight intc how consumers are
thinking and what influences their
decisions We process the monthly
results within one week, to give the
business an instantaneous view of
customer needs This up-to-date
insight allows us

to be agile in

our responses

- from timely

promotions to

great product

choice

CUSTOMER INSIGHT + d e % e

“I still want quality
clothing that will last
but I'm prepared

to wait for a deal
before | buy.”




Overview

GFK CONSUMER CONFIDENCE INDEX

Product focus

Clothing The overali market remained
static, with Iittle movement in either
volume or value Consumers continued
to invest In staple items, looking for
increased longevity and versatility
‘Wearability’ was a prionty as they
sought stylish pieces that would last
beyond the seascn, complementing
and updating their existing wardrobe

Limited budgets also meant consumers
looked to retailers for clear fashion
direction, wanting the confidence that
they were buying the 'right’ item to
refresh their look in line with each
season's trends

Quality remained important and
customers recognised the ments of
buying into higher price tiers, using
promotions as a way to make these
more affordable Value was front of
mind and we took steps to address
this with our ‘Cutstanding Value’
campaign explained on page 18
However, spending on children’s
clothing was ring fenced as female
consumers In particular put family
priorities before themselves

Marks and Spencer Group ple

Through clearer differenhation of our
sub-brands — supported by dedicated
acivertrsing — we made 1t easier for
customers to find the nght items for
them to refresh therr look Improved
visual merchandising also helped us
show customers how to wear the
latest trends

Home The housing market continued
to be sluggish and sales of furniture
and other big ticket items remained
slow Consumers found it difficult to
Justify purchasing until replacements
could not be postponed any longer
A sentiment of ‘making do’ prevailed,
but with sccialising at home taking
the place of going out, consumers
refreshed and updated therr homes
with smaller accessories

Segmenting our Home offer under
more distinctive lifestyle categeries has
helped provide customers with mare
inspiration for easy room updates

Food Growth in the food market

this year came largely from price
inflation intense competition between
supermarkets resulted in a constant
stream of promotions, many of which
left consumers feeling confused
Consumers used promotions as

a strategy to reduce weekly spend
and wanted genuine value from
uncomplicated deals on the items

on therr shopping list
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Food has been at the heart of
customers’ celebrations at home
Consumers looking to treat themselves
needed reassurance they were getting
something truly special and turned to

trusted retallers, especially for important

occastons Qur promotions catered

for this determination to enjoy time
with the farmily, as set cut on page 16
Consumers' willngness to spend on
products that matter also played to our
strengths, as we continued to INnovate
and expand our healthy eating ranges

Macro-economic factors have made
everyday value a growing prionty for
consumers The launch of our new
Simply M&3 range showcases the
fantastic value available on over 500 of
our customers favourite food products

MBILBAN
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Overview

Marketplace continued

MULTE-CHANNEL SALES

How are our customers shopping?
This year, customers told us that
shopping was net Just about spending
therr imited budget wisely They wanted
to enjoy their experience and feel
inspired, engaged and valued by
retallers As a result, service was seen as
a key differentiator and, in a confusing
promotional landscape, customers really
valued the assistance of helpful and
knowledgeable employees

More consumers chose to shop across
a combmation of shopping channels
This trend was supported by the
dramatic growth of smartphone and
tablet ownership in the UK Online and
mobile channels provided consumers
with a more convenient way to research
and buy, and many saw it as a ‘'safer’
way to shop - reducing the temptation of
store browsing

Our custorners are increasingly active
online and women aged 45 to 55 spend
more time onling than any other age
group As a result, we've provided more
engaging content to help inform their
online research and provide
reassurance that they are making
sound purchases We've also integrated
digital nnovation, such as our new Style
Online offer explained on page 27, into
our stores, to add value to customers’
shopping experience

International

Ongoing pressures In the Eurozone
resulted in challenging trading conditions
in markets such as Greecs, the Czech
Republic and the Republic of Ireland
However, there was strong GDP growth
In some markets ncluding Russia, the
Middle East, China and India

Marks and Spencer Group plc

Qur strategy 1s aligned with these growth
opportunities and we are focusing our
expansion on existing markets such as
India, the Middle East and the Shanghai
regien of China In doing so, we are
reducing our dependency on the UK
economic cycle and maximising the
efficiency of our existing global supply
chain and infrastructure

Across our international customer base,
there was a consistent demand for
qualty Our Bntish hertage, coupled with
our brand values, supported this pesition
- particularly on Food, with traditional
products such as tea and biscuits
performing well In Clothing, we know
customers recognise M&S quality, but
want more clarity around our fashion
offer Launched in autummn 2011, our
Autograph campaign (page 17) has
helped better showcase our style
credentials The international roll-out of
our new store format will make it easier
for customers to identify the signature
style of each of our clothing sub-brands

How does Plan A help us respond to
market pressures?

Plan A, our 180-point eco and ethical
plan, helps us tackle the sustainability
Issues that facs all major retallers With
key raw rmaterials under pressure, Plan A
helps us develop a more sustainable
supply chain — focusing on areas such as
cotton and sustanable fishing

In a challenging economic environment,
Plan A enables us to run a more
efficient business too — reducing waste
and energy use In turn, we are sharing
our tearning with our 2,000 suppliers
worldwide — enabling them to reduce
their own manufacturing costs and
create a more sustainable future

In a competitive marketplace, Plan A
provides a point of difference M&S 15
well known for its sustainability
credentials and is seen as a leader by
important stakeholders in the sector In
addition, this year we worked hard to
gngage customers in new and exciting
imitiatives such as our Beach Clean
project, explained on page 30
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“'m planning to
enjoy this summer
with a traditional
celebration with my
family and friends.”

LA 8 & &

Mobile sales <
Purchasing from
maobiie phones
increased by
over 200% in the
last 12 months

Looking ahead

Consumers are ready for ancther
challenging year — feeling more
prepared and in control With a
tight rein on therr budgets, value
will be more important than ever

- aspecially on everyday items
They are protecting therr spend for
the key events of 2012 such as the
Jubilee and Olympics and are
making plans for truly special
celebrations at heme
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How M&S creates value
for its shareholders

Over the last 128 years M&S has grown from a market stall to a multi-channel
retaller with over 1,100 stores worldwide, employing more than 81,000 people

We remain true to our founding values of Quality, Value, Service, Innovation and

Trust - ensuring our offer continues to be retevant to our customers Our own

brand mode! sets us apart from the competition — delivenng ‘Only at Your M&S’

food, fashion and homeware to our customers

Your M&S

Customers are at the heart of our
business and through our Customer
Insight Unit, we ensure therr needs are
recognised in all our business
decisions Through a combination of
focus groups and consumer research
we are In touch with over 17,000
customers every month, helping us
anticipate therr needs

What we offer

Our longstanding history of Innovation
helps us lead the way with first-to-
market products across food, fashion
and homeware We are the UK’s leading
clothing retaler and offer high-quality
food, with a focus on freshness,
convenience and speciality As an
own-brand retailer our products are
unigue and we further differentiate our
offer through exclusive collaborations
and a careful selection of the very best
international food brands

Reaching our customers

Our products are sold through 731 UK
stores and 387 internationally Over
93% of the UK population is within in a
30-minute drive of a full ine M&S store
and our franchise partnerships ensure
our Simply Foed offer 1s avallable In the
most convenient locations - from
railway stations to motorway services
Qur fully mobile-enabled website makes
M&S accessible 24/7 and we're
combining the best of web and store
service, as well as offering new
channels, to make it even easier to
shop with M&S

How we create value for our shareholders

Customer

Delighting customers
with innovative,

‘Only at Your M&S'
products, supported by
an easy and enjoyable
shopping expearience
across all our channels

Ways of working
Delverning continuous
IMprovement across
all operations -
underpinned by our
Plan A commitment to
drive sustainablity

Investing in our people

We continually engage and involve our
people In our plans to ensure they fully
understand the wital role they each play
We communicate with our employees
across a range of channels and
measure engagement annually From
the Board down, we are focused on
developing leadership and future talent
to secure strong succession and deliver
our growth ambitions

Financal

Driving profitable
growth through
increased sales and
effective cost and
margin management

People

Engaging employees
inour plans and
ensunng we have the
right people to deliver
our growth ambitions

Innovative ways of working

Across the business we promote a
culture of continuous IMprovemeant -
encouraging employees and our
suppliers te find new, more efficient ways
of doing things We have an ongoing
programme to restructure our supply
chan —implementing new systems and
Improving our operational execution
Undearpinning this 1s our commitment to
Plan A - creating a sustainable business
model for the lang term

Protecting Your M&S

Protecting the business from both
operational and reputational nsk 1s an
essential part of our Board's role We
take a holistic view of the risks facing
M&S - both now and 1n the future — by
considenng external competitor and
economic factors, our core operations,
key business change activity, as well as
emerging future rigsks Action plans to
address these risks are in place across
the business to help ensure our
long-term sustainable growth Detalls of
our risk management and mitigation
plans are outlined on page 46 of our
Accountability section

MBIAIBAN

Mol sbarene

BOUBUIAACEY  MBIADI IBIDUBUIA

Uonew.olul JsUulo bUe SIUBLUBIELS IBIJUBLIY
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Marks and Spencer Group plc

Chief Executive's

overview

In 2011/12 M&S has performed well, with sales increasing by 2%
In a challenging environment, we held market share, as our customers
continued to recognise our exceptional value and unrivalled quality

As we navigate the business through
the short term, we remamn focused on
our longer-term ambitions Our plan for
MES - which | set out last year —1s
being delivered at pace We have made
significant progress, encouraging our
customers to reappraise M&S and take
a closer look at what we offer

The first part of our plan focuses on our
UK business and this year we gathered
real momentum, enhancing our brand,
developing our Clothing, Home and
Food offer and making our stores
easier to shop

Brand

Qur brand position ‘Only at Your M&S’
continued to underpin all our campaigns,
reminding customers of the unique
products that make M&S truly special
Putting the spotlight on these exclusive
innovations increased sales This year
we also launched our first ever sub-
brand advertising to support the
transformation of the Iikes of Autograph
and Limited Collection from ‘labels’

into distinctive, standalone brands
Steve Sharp provides more information
on page 16

Healthy food ¥

Qur Simply Fuller Longer

and count on us™ brands are
now the number cne and
two UK healthy eating brands
ona 2 month basis

Clothing and Home

In Clothing and Home we saw a mixed
performance with sales down 0 9%
Lingene, Menswear and Kidswear all
performed strongly and our core Home
departments of bedding and bath,
kitchen and dining also delivered good
growth Howsver, we experienced more
challenging conditions In Womenswear
and In big ticket furniture In Home, our
performance was impacted by our
withdrawal from technology

We worked hard to ensure that our
pricing structure and promotions were
right for our customers This meant
balancing dermand for great value
‘good' items, with opportunities to
invest In our ‘better’ and ‘best’ ranges
We highlighted the style credentials

of our core offering through the creation
of our M&S Woman and M&S Man
ranges and had a positive response
to our interpretations of key trends

Qur ‘Only at Your M&S' proposition was
enhanced by three exclusive
partnerships this year In menswear we
introduced the ‘Savile Row Inspired’
collect:on from acclamed British talor
Richard James We also launched
unique design collaborations with Sir
Terence Conran and Marcel Wanders
Kate Bostock explains more about our
Clothing and Home performance on
page 18

Food

Our Food business delivered a good
performance Sales increased by 3 9%,
despite conunuing inflation pressures
and modest space growth

M&S Food I1s built on a strong heritage
of Innovation and quality, with a focus
on freshness and convenience
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“Our plan for
M&S is on track
and customers
are seeing the
improvements.”

Marc Bolland
Chief Executive Officer

REVENUE

Clothing & Home (GM)

£4.2bn

1 09%
Food

£4.7bn

T3 9%

Multi-channel

£559m

T 18%

International

£1.1bn

T58%
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OUR PLAN
Drive UK International Drive
ike-for-lke multi-channel retaller International
growth presence
UK space and Aleading UK international
like-for-like multi-channel retailler company
growth
Focus on UK Brand, Clothing, Home, Food, Stores

Qur continued emphasis on innovation
gave customers even greater choice,
with around 1,900 new lines launched
this year We also showcased our great
value and unrivalled quality through
bigger, higher-mpact promotions

Customers trusted M&S quality and
turned to us for the most important
occaslions, helping us deliver a strong
Chinstmas in Food As set out by John
Dixon on page 21, we continued to
differentiate M&S as a specialist food
retailer, introducing authentic dell and
bakery counters and launching 100
‘unique to M&S' international brands

Stores

Following a successful pilot, the roll-out
of our new store format is now
underway at a rate of one store a day,
with completion expected in mid 2013

The new look stores include clearly
defined areas for each sub-brand as well
as elements of theatre in the Food Halls
Customers have told us that these
improvements have made our stores
more (Nspinng and easier 10 shop

Our new segmentation approach means
that stores of equal size no longer carry
an identical mix of product Stock is now
approprately tailored to local
demographics, which will help attract
new customers and broaden our appeal
to those who already shop with us

Space

We continued to develop our UK store
portfolio, through new stores,
developments and extensions This
helped us deliver an improved Shop
Your Way service for customers

Multi-channel

We performed strongly across the
internet and mobtle channsls, with
Multi-channe! sales up 18% This year
we Introduced several new Initiatves
aimed at improving the customer
experence We extended the next-day
delivery deadlines for online ordering
and improved the functionality of our
website We also created brand new
ways to shop with us, including the new
M&S Qutlet website and Style Online

As set out by Laura Wade-Gery on
page 26, we launched our first
international websites in France and
the Republic of Ireland

international

Our International business delivered a
good performance this year We
experienced double digit growth in our
prionty markets of India, China and the
Middie East We also paid particular
attention to managing our operations in
more challenging trading environments
— including Greece, the Republic of
Ireland and the Czech Republic

We made good progress towards our
goal of making M&S a more
internaticnally focused business
Development of our key markets
continued apace and we put our ‘bricks
and clicks' strategy into practice with a
return to France

Plan A

Plan A remains integral to the way we
do business OCur environmental and
ethical plan not only makes us a more
efficient business, 1t contributed a net
benefit of £105m this year too

Annual report and financial statements 2012 09

In-store
environments 4
Improved in-store
environment in 66
stores by 201312
year end

Our customers look to us to do the rnight
thing — and that includes making it
easter for them to live sustanable lives
We are encouraging them to become
more involved in Plan A through
inclusive nitiatives such as our new
'shwopping’ campaign

Looking ahead

Though the economic outlook remains
challenging, we are committed to the
delivery of our plan to become a
multi-channel, International retailler

We will continue to manage the
challenges of the short term — improving
our existing business through a
combination of Innovation, an agile
response to trends and a strong
promotonal agenda

in the year ahead, we will be more in
touch with our customers, the more we
listen the better we will anticipate therr
needs and exceed their expectations
We will continue to invest for the future,
encouraging customers — wherever we
trade - to take a fresh look at M&S

Marc Bolland
Chuef Executive Officer
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Our plan in action

Our aim s to make M&S a truly international, multi-channel retailer — accessible to
even more customers around the world We have created considerable momentum
through a wide range of activities and are making good progress

Foousonthetj<

Pilot stores

Following our .
successful 16 .
store trial, we A
had rolled out a .
fresh new look -
to 66 stores .'
by the year .
endandwill
complete by.'
mid 2013 R

Multi-ch |
Christmas Food o
to Order online i
Sales increased .
by over 20% N
as wa mada this .0
service avallable .
online for the I
first tme
-
-
.
*

INternational

<387
100 /&

100 Champs Elysées -
Wae returned ta France with a brand new store in the *
heart of Pans supported by an e-commerce offer . territeries

Flan A

Carbon neutral
operations
In January we became

Annual report and financial statements 2012 10

Launched Conran
collaboration

A contempaorary
collection of aver 300

procucts from this .

Iconic designer 1s .
avarable onling and in .
over 41 stores L

Style Online trial in three stores
This award winning initiative exiends
the reach of our clothing sub-brands
into smaller stores

Plan A products
31% of M&S products
now have a Plan A
qualty, suchas
. Fartrade animai .
. welfare recognition o
d orhealthy eating - R
L]
L)

carbon neutral across o making 1 easier

all stores, offices, . for our customers .
warehouses and o to make ..
delivery fleets cperated o sustainable .
by M&S in the UK and . choices o

Republic of ireland ~
the first major retaiter in
the world to do so




Strategic review
Chigf Executive's overview

Relaunch

of clothing

sub-brands

We relaunched

our sub-hrands, .
giving each a .
more distinctive o
Identity .

MA&S Outlet online

In February 2012 we launched a
brand naw way t0 shop with M&S,
otfering up to 40% off clothing prices

Marks and Spencer Group plc

Shop Your Way

Annual report and financial staterments 2012

1,900 new food lines
We launched 1900

Innovative new
products, including 100
intarnatonal brands
axclusive to M&S

Qur flexible shopping service i1s

now availlable in 455 stores

Firstinternational website
Our first local languags, local
currency website outside the UK

{aunched in Cctober 2011

Focus on the UK

This year we

enhanced the
strength of our
brand, mproved
our core offer of
Clothing, Home
and Food and
made our stores
easier to shop

See page 15

Multi-channel
We Increased
Multi-channel
sales by 18% this
year as we gave
our customers
greater access to
our products and
offered an
improved shopping
experience

See page 26

International

Our organisational
structure now has
a global outlook
and a team with
the capabilities to
deliver growth in

. our priority
R markets

. .
25% of International stack shipped o See page 28
directto destination .
Fully mtegrated supply chaln cperations .
have led to improved efficlency -
Forever Fish Shwopping Plan A
Wa faunched a major new campaign Our new sustainable With 180
1o help customers learn about fish fashion nitiative 1s
and protect our beaches Funded by designed to change commitments
prafits from our 5p food carner bag . the way we shop for across seven
charga, the projact supports tha o clothes and prevent _
Manne Conservalion Society . one billign unwanted pillars ~ Plan A

clothes from going to
landfill every year

helps us reduce
our environmental
impact, develop
new products and
improve our local
communities

See page 30
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Performance
against our plan

Key Performance Indicators

Financial performance

Marks and Spencer Group plc
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GROUP REVENUE UNDERLYING GROUP OPERATING PROFIT
£9.9on =*— £810.0m =—=—
L] n L]
£m 08/09 0910 10/11 1112 £m 08/09 09/10 1011 1112
UK 8,164 3 8,567 9 8,7330 8,868 2 UK 652 8 7012 6779 B76 6
International 897 8 968 7 1,007 3 1,066 1 International 1161 1427 1470 133 4
Total 9,062 1 8,536 6 9,740 3 8908343 Total 768 ¢ 8439 824 9 B1C O

In Novernber 2010 we set out a target to grow our revenues by £1 Sbn
to £2 5bn over the next three years As a result of the deteroration n
the economic environment since we sat out our plan, we now expect
to achiave & £1 1bnto £1 7bn increase in revenues

Focus on the UK

UK MARKET SHARE
clothing and footwear

UK MARKET SHARE
food

AVERAGE WEEKLY FOOTFALL

Value

11 -7% <> level

Volume

8.8% <> level

Analysis In a2 competitive market,
our food market share remaned

level, as customers continued to
turn to M&S for great value and
quality QOur performance in Food

12.4%~—

Analysis In a challenging 15 dotaled on page 21

environment we maintained market Kantar Worldpanel Food and Drink 52 wie
share, as we offered customers 16 Apail 2012

greater choice at the sama unnvalled

qualty and valug More information

on our Clothing performance 1S set

out on page 18

Kantar Worldpansl Clothing and Footwear

share 52 w/e 15 Apnl 2012

Become a leading multi-channet retailler
MULTI-CHANNEL SALES

20.3m =

11142 20 3m
10/11 207m
09/10 21 0m
08/09 21 6m

Analysis Visits to our stores were down shghtly in 201 1/12 However, this was
In line with the wider market as customer concarns about nsing petro! prces
impacted footfall to stores

PERCENTAGE OF POPULATION WITHIN A 30-MINUTE DRIVE
OF A FULL LINE STORE

10/11 (£473 6m)
09/10 {£366 1m)
08/09 (£290 1m)

£559m* *—

Analysis As we contnue to strengthen our multi-channe! capabilities, we are
on track aganst our target to Ncrease sales by £300m to £600m by 2013/14

* Exclucing VAT Last year published including VAT

Making Plan A how we do business

NET CARBON EFFICIENCY
(!N TONNES CO_e PER 1,000 SQ FT OF SALESFLOOR)

93%

Analysis Qur am is for 95% of the population to be within a 30 minute drive
of & full ing store by 2015 This is helping us to deliver a isading mult-channel
shopping expenence

IMPROVE STORE ENERGY EFFICIENGY
IN KWH PER SQ FT OF SALESFLOOR

2006707 2011112 Improvement 2012 target

53 27 49% O

M&S UK and Republic of reland operated stores, offices warehouses and
delvery flaet carbon emissions after deduction of carbon offsets effective
from 1 Jan 2012 Target of zerc net emissions per 1 000 sq #t achieved trom
1 Jan 2012

Why carbon efficiency? Improving carbon efficiency reduces greenhouse
gas emissions and costs

2006/07 201112 Improvement 2012 target

679 491 28% 51.0

MA&S UK and Republic of Ireland operated stores

Why enargy efficiency? Improving energy efficiency reduces greenhouse
gas emissions and costs and helps to comply with new legistation introduced
n 2011
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UNDERLYING GROUP PROFIT BEFORE TAX

Marks and Spencer Group plc

RETURN ON CAPITAL EMPLOYED
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10/11 (£714 3m)
09/10 (£604 6m)
08/09 (E604 4m)

¢705.9m “=—

GROUP PROFIT BEFORE TAX

10111 (16 7%)
09/10 (17 5%)
08/08 (16 8%)

40 3% pts

16.4%

UNDERLYING EARNINGS PER SHARE

10/41 (£780 6m)
09/10 (€702 7m)
08/09 (£706 2m)

£658.0m —“=—

’

UK MYSTERY SHOPPING PROGRAMME

Mystery shop monthly scores

Analysis Last year we rebased our mystery shopping
scores to help us target even higher standards of customer
service Wa have seen angoing impravermeant and achieved
an average score of 82%, compared to 78% last year

Average score

82%

Become an international company
M&S INTERNATIONAL SALES

10/11 (34 8p)
09/10 (33 Op)
08/09 (28 Op)

349p T —

2009/10 15 stated on a 53 week basis

ANNUAL SPACE GROWTH

2.7%

Analysis In ight of increasad growth in Multi-channel we have reviewed our
space requirements for the future Wa will continue to develop our space
selectively, but expect to invest £200m less in our UK retall estate over the
remaining two years of the plan In the current year we expect space growth of
¢ 3%, reclucing to ¢ 2 5% in the following year, with further reduction thereafter

10/11 (£1,007 3m)
09/10 {F9BE 7m)
08/09 (£897 8m)

£11bn ==—

Analysis We are continiing to buld M&S into a more internaticnally focused
business and are on track aganst our target of Nncreasing international sales
by £300m to £500m by 2013/14

SEND NO CPERATIONAL WASTE TO LANDFILL
(N TONNES)

2008/09 201112 lmprovement 2012 target

69,000 1,000 99% O

Waste sent to landfilf from M&S UK and Republic of Irefand operated stores
offices and warehouses Target of zero operational waste to landfll achieved
from February 2012

Why no waste to landfill? Sending no wasts to landfill makes more sfficient
use of resources, helps to reduce greenhouse gas emissions and In the knger
term also reduces costs

111z £1,066 1m
101 £1,007 3m
09710 £868 7m
08/09 2897 8m

Read more about our progress this year in our
How wa ¢ Business Report 2012 at
marksandspencer com/hwdbreport2012
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People behind the plan

“It's not just
the products
that make
M&S special,
it’s the people.
I’m proud of
the team that
is driving

M&S forward.”

This year, the energy and
enthusiasm of our people
turned our plans into action
and our customers are
already noticing
improvements My sincere
thanks go to all our
employees across the
business for ther continued
hard work i1 what has been
a challenging year

Mare Bolland
Chiet Executive Officer

Management committee

“We're making it
easter for customers
to see the great
quality, value and
style we offer”

Kate Bostock
Executive Director,
General
Merchandise

"Our heritage of quality “The M&S brand 1s
and innovation are one of our strongest
enhancing our assets, our campaigns
position as a specialist  continue to Inspire
food retaller” customers to shop

John Dixon with us”
Executiva Director,
Food Steven Sharp

Executiva Director,
Marketing

“Our ongoing
investment in the
business will help us
deliver our plan and
support our growth

ambiticns”

Alan Stewart
Chief Finance
Officer

“The customer I1s at
the heart of our plans
as we develop new
and exciting ways to
help them shop ”

L.aura Wade-Gery
Executive Director,
Multi-channel
E-commerce

“We're growing our UK
presence, ensurnng our
stores are in the most
convenient locations
for our customers”

Clem Constantine
Director of Property

“We're giving
employees the skills
they need to keep
M&S special for our

customers”

Tanith Dodge
Directeor of Human
Resources

“There’s real
mecmentum in cur
International business
as our plans become
reality”

Jan Heere
Director of
international

“We're committed
to communicating
our plan and its
progress to all of our
stakeholders”

Dominic Fry
Cirector of
Commuricalions
and Investor
Relations

“We've taken a fresh

“Good governance

look at everything and extends beyond the

given our stores an
exciting new lease
of ife”

Nayna Mcintosh
Director of

Store Marketing
and Dasign

boardroom, supporting
M&S In the UK and
Internationally ”

Amanda Mellor
Group Secretary
and Head of
Corporate
Governance

“faster, on time
delveries, improved
avallability, shorter
gueues these are
the things that make
Iife better for cur
customers”

Darrell Stein
Director of T
and Logistics

“We're passtonate
about great in-store
service' ke everything
we do, it's the small
things that make a
big difference”

Steve Rowe
Dhrector of
Retail
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Focus on the UK

Last year we set out plans to invest in our UK business and enhance our
already strong position in our home market. This programme IS now well
underway and over the last 12 months customers have started to notice the
improvements we have made

Stores ¢

We are now rolling out
our new store format at
tha rats of one a day until
mid 2013 Thanew lock
and feel 1s helping
customers take a fresh
lock at what we have to
offer and customer
recommendations at
completed storas are
around 10% higher than
the rest of the portfolio
Find out more about the
work we've done to
improve our stores on
page 24

Brand <«

Discover how cur
*Only at Your M&S'
positioning has heipad
increase sales of our
excluswve, Innovative
products on page 16

Food &> Home +

Our new look Food Halls are helping Find out on page 20

to enhance our position as ahigh how our exclusive

quality specialist food retaler We've partnarships with iconic
introduced new fresh dell counters designer Terence Conran
and added more authentic style and Eurcpean designer
bakernes Customers are enjoying the Marcel Wanders are

new rustic, artisan fael encouraging customers
of the bakeres and sales are up 25% toreappraise M&S

You can read mere about our Home

performance in Food on page 21

Clothing €

With the launch of M&S Woman and
MA&S Man we put the spothght back
onto the iconic, wardrobe staples that
MB&S does best We alse had our
biggest ever year in Kidswear, with
customers turning 1o M&S for great
quality kids' clothing Read more
about the work we have done across
Womenswear, Lingerie, Menswear
and Kidswear cn pags 18
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Qur brand

Marks and Spencer Group plc

In such a competitive marketplace, 1t's been more important than ever to
highhght the great value and quality we offer across M&S This year, our
campaigns served a dual purpose; reassuring our most loyal customers that
we are meeting their needs and encouraging potential new shoppers to take
a fresh look at M&S Throughout the year we have showcased the very best
‘Only at Your M&S’ innovations, providing compelling reasons to shop with us

Listening to our customers

The clear message from customers 15
that they are budgeting carefully, ring
fencing the things that matter to them
most, such as special occasions and
spending on children We responded
with promotions that addressed these
prienties, such as cur upbeat Kidswear
‘Happy Half Term” offer and 'Our Gift to
You' 25%-off deals in December, which
delivered a record week for Menswear

Launched in 2008, our iconic Dine In
offer remains as relevant today as 1t
was then Coupled with our Christmas
partnership with ITV’s The X Factor
(opposite), Dine In helped make M&S
an essential part of Saturday nights at
home, providing restaurant-gqualty food
at an affordable price

Showcasing our products

Qur ‘Only at Your M&S' positioning I1s
a firm fixture in all campaigns, from
unique Innovations to the latest trends,
it ughhghts what 1s new and different
at M&S This year we continued our
successful innovation-led ads,
showcasing products such as our
unique Tummy Tuck swimwear, sales
of which increased by 450%

In Food our product was the star of
the show, demonstrating the lengths
we go to in order to make our offer truly
special Our advertising around key
dates such as Easter and Mother's Day
confirmed why customers can trust
M&S food for the most important
occasions We highlighted the
provenance and qualty of ingredients
that set us apart from the competition
and featured lines, such as our new
Golden Hot Cross Buns, proved
extremely popular, seling over 580,000

discover
more

Throughout the year, our Clothing
campaigns featured wearable
interpretations of the latest fashion
trends, demonstrating how these styles
work for all shapes and tastes In the
autumn, we ran two complementary TV
ads, which brought together a collection
of stunning womenswear looks to
tughlight the brand’s total appeal

In September 2011 we launched our
first dedicated sub-brand advertising

to hughlight the distinctive brand
personalties and help customers more
gaslly pinpoint the range that suts theirr
style Renowned model David Gandy
brought his relaxed, continental style

to our ltalian-influenced Collezione
menswear and we introduced top model
Rosie Huntington-Whiteley and
Hollywood actor Ryan Reynolds as the
faces of Autograph (opposite) Shot by
iconic fashion photographer Rankin,

a dynamic black and white campaign
encapsulated the energy and ethos of
Lirited Collection Wa also reinvigorated
our core M&S fashion, with the launch
of the M&S Woman and M&S Man

2012 celebrations

201215 a unique year for Britain - and
we wanted to do something extra
specal to mark the cccasion With
friends and farmily at the centre of
celebrations, we launched our nostalgic
2012 spnng TV campaign, featuring
much loved M&S faces — including
Twiggy and Gary Barlow It harks back
to an era of simple pleasures, showing
how M&S can deliver all the ingredients
to make a British summer truly great
Featured lines were well recewved and
since anng we sold over 3,700 of the
per una dress worn by Myleene Klass

Plan A Shwopping
In April we introduced

‘shwopping’ - fronted by

Joanna Lumisy lt'sa

sustainable fashion intiative to
transform the way we shop
We're asking customers to
exchange, or ‘shwop’, old or

Annual report and financial statements 2012 18

“Our campaigns
reassure
customers that
we are in touch
with their needs.”

Steven Sharp
Executve Director,
Marketing

Locking ahead

We want to show that we
are more N touch with
our customers than ever
before, anticipating thewr
needs and in tune with
the things that matter
most to them In the year
ahead, we will continue
to develop our sub-brand
identities, inspire our
customers and give them
new reasons to shop
with M&S

unwanted clothing - of any
brand — when they buy a new
garment in M&S stores
Clothes are then reused,
recycled or resold by our
partner Oxfam - giving
millons of garments a life
beyond landfill
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Autograph >

Our new faces perlectty
encapsulate the
alegance, sophistication
and contemporary faal
of Autograph ther
worldwide appealis a
great fit for cur most
nternational brand
Autograph led the
markghng campaign
for purrecent return to
France and sales of the
range at our flagship
Champs Elysées store
ara among the highest
ACross our entire
pertfolo

N

The X Factor T
Watched by cver

13 mition pecple,

our partnership with
Tha X Factor put MRS
at the heart of the
weakend This year's
finaksts appeared in our
testive ad, singing an
axclusive versicn of
‘When You Wish Upon
a Star' Refreshedcna
waekly basis In inawith
the show customers
told us it gave amaore
modem edge to our
much anticipated
Chnstmas ad

Marks and Spencer Group plc

CUSTOMER INSIGHT

and chic.”
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L. & & & ¢

“The Autograph campaign
feels stylish, contemporary

ou

Stories behind

the campaign -»
Social media channels
such as Facebook,
Twitter and Pinterest -
as well as our own MA&S
TV channel-allow us to
better tell the stories
betund our campaigns
We now have the most
engaged Facebook
fanbase of any top 20
ratailer, with over
625,000 fans and more
than 75 000 Twitter
followers This year we
launched M&S Stories, a
new online community
space that provides
the latest news and
expertinsights

C

ME&S Mconey ¥

In a highly competitive
market, M&S Money
contnuedtobea
name 10 trust, with
over thraa milion credit
card customars

We have exciting plans
for M&S Money in the
year ahead, as we
continue to develop
our product offer

MOIAIGAN
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Marks and Spencer Group plc

Clothing and Home

In a highly competitive market, M&S remains the UK's first choice for clothing
Customers appreciated our interpretations of seasonal trends, underpinned
by our continued focus on great value and quality We delivered strong
performances across Lingene, Menswear and Kidswear but saw a more mixed
performance in both Womenswear and Home Overall Clothing and Home (GM)
sales were down 0.9%, with Home impacted by our exit from Technology

Actions against our plan

Introduced M&S Woman and M&S Man
as our core clothing ranges

Relaunched all of our sub-brands

Segmented Home into iestyle categories
— Classic, Contemporary and Design

Womenswear

At M&S we cater for all women,
whatever therr style or budget We have
consistently offered quality clothing at
great prices, and through the year we
worked hard to provide the rnight pricing
mix, meeting customers’ demand for
value but providing the opportunity to
trade up into our 'better’ and ‘best’
ranges [n the summer, we ran an
Qutstanding Value campaign, which
saw us reduce prices on openmng price
Iines to remind customers of the
excellent value we offer In our 'good’
ranges We sold over 70,000 coloured
chinos at £19 50 each, appealing to
customers' wallets as well as ther
sense of styte

We made the seasons’ key looks work
for the M&S customer and launched a
regularly refreshed core fast fashion range
(opposite) Customers loved the
contemporary twist we put on some of
their favourite pieces such as court
shoes, sales of which were up 77% on
the year We also added more dress
options and responded to core
customer feedback with an increase in
longer length flattering sleeve choices

Last year we promised io make the M&S
clothing brand a destination in its own
right This core range represents around
half of our offer and this year we took
steps to revitalise the collection with the
launch of M&S Woman (opposite)

We also relaunched our sub-brands, to
give them more distinctive identities Our
per una brand 1s over ten years old and
we have listened carefully to our
customers to ensure the brand has
evolved with them ~ reflecting the vibrant
colours and feminine style they love Our
Limited Collection offers fashion forward
style for a broad age range and helped
attract younger shoppers, whilst the
understated elegance of our Classics
range continued to appeal to the more
traditional customer Our confident and
sophisticated Autograph range and our
Indigo Collection casualwsar performed
well, with sales up 9% and 16%
respectively

Lingerie and Beauty

We strengthened our position as the
UK market leader in ingere, as
customers turned to us for the widest
choice — from everyday cotton
essentials to vintage-inspired glamour
During the year we refined our everyday
t-shirt bra range to make it easier to
shop and increased choice in footfall-
driving ines such as hosiery, boosting
sales by 7% We offered stand-out
value with high-impact promotions such
as the '3 for £10’ knicker offer, driving
record performances on featured
ranges such as our favoured Brazihan
knickers, sales of which rose 49%

QOur success in lingenie was dnven by
stylish ‘Only at Your M&S' Innovation such
as our Flatter Me™range Increased
colour options and soft fabrics ensured
our Heatgen™ warmwear was both
pretty and practical, helping us grow
further in the over 55 market Our new
Waistsculpt™ lingene tapped nto the
popular ‘Mad Men' trend for an hourglass
sihouette and we sold over 74,000 tems

Plan A- British made hosiery
West Mill factory in
Derbyshire became the first
UK clothing factory to gain
M&S eco-factory status
Employing environmentally
fnendly processes has
helped the factory buld a

Annual report and financial statements 2012 18

“This year we
put the spotlight
back on the
iconic style and
quality of M&S
clothing.”

Kate Bostock
Executive Director,
General Merchandise

CLOTHING HIGHLIGHTS

Wormenswear market share

10.4%

4 0 5% pts

Menswear market share

121%

T 06% pts

Kidswear market share

6.8%

T0 2% pts

Lingerie market shara

27.4%

1 0 2% pts

Kantar Worldpanal Clething and Footwear
- vaiue market share 52 w/a 15 Apnl 2012

more sustainable future by
creating a more efficient
business The site produces
a third of ali M&S hostery and
its UK location helps us
quickly turn around fashion
forward ranges, such as the
featured Limited Collection
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First choice for
schoolwear -

We continued to innovate
across our schoolwaar
this year introducing
Expandicuff on shirts -
eliminating the need to
unde buttons —and
temperature-regutating
Body Sensor tights

We also extended our
s1zing options, adding
plus and shm fit options
to both boys’ and girls’
school ranges

Sawite Row Inspired &
In March we launched an
axclusive collaboration
with award-winning talor
Richard James Taking
inspiration from the best
of Briish talloring, Savile
Row Inspired offers
classically styled, hand
finished talioning N
UK-made fabrics to our
globa! customer

Fastfashion >

We introduced a regularly
refrashed core fast fashion
callaction in M&S Woman
delvenng the seasons’
key laoks in just 81X
weeks Customers

loved our great value
interpretations of trends
such as colour blocking
Allitems ware priced
under £35 and we sold
around 4,000 of the
featured multi-striped top

6 weeks

M&S Beauty +

Beauty continued to grow by focusing on great
value skin bath and body ranges, as well as
signature fragrances We extended and upgraded
existing ranges and teamed up with Ragdale Hall
to create a new luxury Spa collection, with prices

starting from Just £6
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CUSTOMER INSIGHT ok ok Kk

“M&S Woman

is what | want
from M&S;
stylish clothes
with a purpose.”

Style

M&S Woman 1t

The ad campaign featuring Twiggy
and Lisa Snowdon placed our
styhsh wardrobe must haves' firmly
in the spotlight
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Clothing and Home continued

Menswear

Menswear delivered another good year,
growing market share and improving its
style credentials The newly defined
sub-brands helped reduce duplication
across our ranges and enabled
customers to more easily locate the
right style for them

This year we broadened our customer
profile In Menswear, attracting a
younger shopper whilst continuing to
mest the needs of our core customer
Our casual North Coast collection
helped us broaden appeal and
delivered sales up 12%

The launch of M&S Man boosted the
profile of the affordable, iIcorc items In
our core range, such as classic black
chinos Qur reputation for unbeatable
quality helped drive sales growth in
heartland areas such as everyday
essentials, up 11%

Cur Blue Harbour brand delivered
modern updates on heritage-style
knitwear and traditional tweeds, with
sales up 183% and 81% respectively
Customers also responded well to the
coordinated, continental style of
Collezione, with our Linen Miraclg™

formal jacket amongst the best sellers
Footwear and accessories performed
particularly strongly under our
sophisticated Autegraph brand, as male
shoppers became more confident in
putting together a styled look

Kidswear

With budgets stretched, parents trust
M&S quality and value We delivered
our biggest ever year for Kidswear, with
particutarly strong performances in our
pbaby and toddler and schoolwear
ranges

We continued to introduce new
customers to the brand through our baby
and newborn ranges, offering great
Innovations N supersoft yet hardwearing
fabncs and affordable gifting options
Having worked hard to develop our baby
offer over the last two years, these
customers remained loyal and helped
deliver good growth as they transitioned
to our toddler ranges, sales of which were
up 10%

Cur increasingly strong position in
footfall-driving staples, such as
sleepwear and essentials, provided a
great opportunity for us to grow kids’
fashion too As parents shop for these
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everyday tems, we have worked hard
to attract them to more fashion-led
pieces, with sales of our girls’
Autograph range grewing 14%

Home

In a difficult market customers remained
cautious about spending on big ticket
furruture items, opting to update rooms
with elements from our core ranges and
smaller accessones This environment,
coupled with our extt from technology
meant sales were down 10%

We made good progress against

our plan to segment Home nto

distingt lifestyle options — Classic,
Contemporary and Design (below)

The Classic range, designed in house,
continued to represent the best of

M&S Home and our hero departments
of kitchen and dining, bedding and bath
all delvered good growth We catered
for customers looking for affordable
items to update their home by delivering
great valug, more choice and stronger
fashion influences We also worked
hard to improve avallabiity on these
favourite ines

Collaboration ¥

This year we l[aunched our Conran Exclusive Design

collection — comprnising 314 inags across furniture,
bedding, lighting - it forms the basis of our
Contemporary offer Our Chrnistmas gift shop
teatured a new range of homeware products

and accessories trom leading European
designer Marcel Wanders

CUSTOMER INSIGHT ek ok ke

“It’s not what you'd
expect from M&S.
Conran definitely
makes Home feel
more modern.”

Contemporary

Looking ahead

With value remaining front of mind for
customers, we will stay focused on
providing the great quality products
that they trust us to do well We will
provide customers with compeling
reasons to buy, through appropnate
interpretations of trends and regularly
updated ranges The roll-out of our
new store format will strengthen the
In-store presentation of our clothing
brands, helping customers better
identify the styles for them
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Food

Marks and Spencer Group plc

Our Food business performed strongly in a tough market with total sales up

3 9% to £4 7bn and like-for-like sales up 2 1% We maintained our focus on
freshness, speciality and convemence and continued to lead the way with high
qualty, first-to-market products Our customers benefited from greater choice
across all our ranges - and our hentage of iInnovation kept them coming back
to find something new and exciting in our Food Halls.

Actions against our plan

Reinforced our position as a specialist
food retater

Increased the number of product lines
Improved in-store availability

Introduced 100 new international
brands, available only at M&S

Overview

Household budgets were under
increasing prassure this year However,
customers remained loyal to M&S,
trusting us to deliver great guality and
exceptional value — especially at the
most important times of the year They
also ensured that special occasions
were ring fenced and were determined
to enjoy (mpertant occasions such as
Christmas and New Year

Deals were important to customers
looking to contro! their spending,
without compromising on guality We
responded with high-impact, simple
deals such as our 3 for £10 offer on
meat and fish and the much loved
Dine In, providing stand-out value in a
heavily promotional marketplace We
also made efforts to protect customers
from much of the inflatien In commodity
prices through better buying, more
efficient stock management and
improved operations

During the year we also embarked on
an exciting programme of changes to
our Food Halls, reinforcing our status as
a specialist food retailler and clearly
differentiating our already strong
proposition We relaunched our in-store
bakenes and introduced new del
counters to some of our stores,

improving the usual appeal of our food
offer The new Food Halls deliver an
exciting visual experience for customers
that showcases the outstanding gualty
and freshness of our products

Quality and value

Customers tell us that the gualty of
our food sets us apart from our
competitors During the year we
improved the quality of many of our
existing products, without increasing
prices For example, we made one of
our all time lunch favountes even better
value, adding 40% more prawns to our
Prawn Mayonnaise sandwich This
increased sales by 21% We also
launched mproved versions of our
great value top-selling products, such
as our Quiche Lorraine with 40% more
cheese and 20% more bacon
Customers noticed this upgrade and
ndependent quality scores increased
as a result

From our commitment to sustainable
fishing to our Fairtrade partnerships, our
close working relationships with
suppliers help us deliver food that 1s
ethically sourced and of the highest
quality Qur high standards of animal
welfare were recognised this year, with
a Sustained Excellence award in the
RSPCA Good Business Awards 2011
As part of Plan A, we also source as
much food as possible from the UK and
the Republic of Ireland This year, we
delivered record sales of English-
sourced fruit, including the first ever
English grown Rainier cherries, a much
sweeter vanety, which has previously
only been available from US growers

Plan A Healthier mitk
Working with our dairy
farmers we developed Better
For You milk, containing 6%
less saturated fat than
standard milk Altering the
cow’s diet using only
wholesome ingredients
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“Our new Food
Halls showcase
the guality and
innovation that
make M&S food
truly special.”

John Dixon
Executive Director, Food

FOOD HIGHLIGHTS

Revenue

£4.7bn

T3 9%

Market share

3.8%

< level

Promotions

The gourmet Dine In for £20
promotion for Valentine’s

Day — featuring a premium menu and
an exira course — delivered a record
performance with almaost 700,000
couples enjoying a romantic meal
athome

- such as grass, maize and

rapeseed — helped improve

herd health and fertility Just
one year will help remove 84
tonnes of saturated fat from

our customers’ diets
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Deliand bakeries 4
With a focus on
speciahty breads, our
new bakeries have a
rustic, authentic feel
They provide freshly
baked goods
throughout the day and
sales are up 25% since
launch Qur new deli
counters serve the very
best fresh products
including delicious
plats du jour such as
the Six Layer Lasagne
and our Salmon Tian
Appetiser

Quallt

Perfect plants, less waste -

M&S is the first retailer in the world 10 use
revolutionary technology to keep plants
intop condition during transit, thereby
reducing waste M&S supphers developed
a compostable wood fibre pad that easily
absorbs and releases water Holding around
15 times 1ts weight in water, the pad s
packed under gift-bagged or potted plants,
releasing water as the compost dries

|

Flavours of the World ¥

Our new Flavours of the World
ranga showgases 100 of the
vary best spaciality products
from around the globe The
collaction comprisses authentic
products including olive oils and
chocolates Many ara sourced
from small suppliers with Imied
or season-specific avalabilty
and not found anywhere else on
the UK high straet

What M&S does best ¥

Custamars turn to us at the most important imes
of the year, trusting us to deiver outstanding quality
—and somethung different In 2011, we delivered
another great Christmas, introducing 600 seasonal
Iines and achieving over 20% ncreasa on
Christmas Food 1o Order sales
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Though budgets were stretched,
customers didn’'t want to cut back on
qualty This year we highlighted our
great value through bigger, higher
impact promections Now n its fourth
year, our iconic Dine In promotion
continued to increase in popularity, up
10% on last year In February, we
adapted the popular format with a
tradiional meal deal - offering a hearty
main course such as Salmon en Croute,
a potate side and a prepared vegetable
dish all for £5 Customers responded
well to the genuine value of the offer
and we sold over 940,000 meals

In addition to our promotional activity,
we run weekly price checks against the
competition to ensure our everyday
products remain competitive With value
front of mind for our customers, we
introduced Simply M&S, a range of over
500 products that highlights M&S
qualty at great everyday prices
Availlable in store since May 2012, we
plan to extend the range further in the
year ahead

Innovation and choice

Customers come to M&S because they
know they'll find something different
each time they shop with us We
continued to lead the market with
innovative new products and thts year
we introduced some 1,800 new lines

Qur food innovation provided
convenient solutions to help time-
pressed customers entertain and
impress In the autumn we: launched the
Dessert Menu range Including show-
stopper creations such as the Tarte aux
Abricots and traditional favourites like
the Profiterole Stack Since launch it
has become the number one chilled
dessert brand in the UK For the festive
season, we made It easier for
customers to entertain at home, with a
new quick-cook turkey and a record 59
party food options In the run-up to
Chnstmas, we had our best ever week
for party food, selling 2 3 miflion packs

We worked closely with our suppliers
during the year to deliver more
nnovation in qualty produce We
launched the UK's first ever ‘reverse
season’ British-grown asparagus,
developed with grower John Chinn in
the Wye Valley, which was avallable
exclusively in M&S between September

Marks and Spencer Group plc

and November We responded to the
latest culinary trends, such as speciafist
poultry, and were the first high street
retailer to provide free-range guinea
fowl, as well as British-bred poussin

This year we also offered more choice,
with the aim of encouraging our regular
customers to do more of their weekly
shop with us We conducted extensive
research during the year — both online
and In stores — to understand exacily
what our customers wanted As a
result, we increased our core product
catalogue by 1,000 lInes Among these
were larger value packs for family
shoppers, such as double concentrate
fruit squash and 1kg bags of pasta, as
well as a greater selection of scratch
cooking ngredients
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Operations

We introduced our ‘Customer Ready
Food' intiative In all our stores dunng the
summer Our Food Halls now include
zoned areas, which are ‘owned’ by
employees on the shop floor Employees
are responsible for ensurnng their section
remains visually appealing and well
stocked and their improved product
knowledge allows them to offer more
help to customers Along with cther
measures, the initative has contributed
to a reduction Iin net waste of 10%

Our ongoing tinvestment in new T
systems continued to iImprove on-shelf
avallabiity We also made better use of
avallable space to improve choice and
redesigned our packaging, mak:mng it
easler for customers to identify and
select from the approprate range

—Healtn

Healthy eating ranges >
We promoted healthy
eating through count on
us™ and Simply Fuller
Longer now the top two
health brands in the UK
market We listened to our
customers and introduced
new additions to both these
ranges during the year,
keeping the menus fresh
and appealing

discover
more

Award winning qualty ¥
The exceptional quality
of our food was
acknowledged by
numerous awards this
year This includes the
best non-vintage
Champagne for M&S
Herbert Beaufort Brut at
both the Decanter World
Wina Awards 2011 and
the International Wine
Challenge 2011

Looking ahead

2012/13 shows every sign of
being another challenging year
for food retalers Customer
spending will remain cautious
and carefully planned We will
continue to builld on our existing
strengths and deliver more of
what our customers expect from
us the highest qualty food, an
Inspiring shopping experience,
great product innovation and
clear, stand-out value
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UK stores

Marks and Spencer Group plc

This year we began work on delivering a more inspiring shopping expenence to
the 20 million customers that visit our stores every week. As we rolled out our
new store format, we provided even higher standards of customer service, set
against more challenging targets. At the same time, we continued to extend our
UK store portfolio to ensure we had stores in the most convenient locations for

all our customers

Actions against our plan

Grew our UK store presence, iIncluding
our Sirmnply Food business

Began the roll-out of our new store format

Delivered a more localised product range
for our customers

We continued to expand our UK store
portfolio, adding over 400,000 sq ft of
space this year through new stores,
developments and extensions We grew
our presence n key developments and
retall park sites and remained active in
town centras, mamntaining investment n
our high street stores

We have a pipeline of new stores and
are committed to enhancing our
position In major cities This year's
highlight was the opening of our
136,000 sq ft sustainable learming store
at Westfield Stratford City, adjacent to
the London Olympic Park New store
developments at Gloucester, Sheffield
Crystal Peaks and Peterborough are
underway and we are In the process of
delivering four new stores in retail parks
Now In its tenth year, our convenient
Simply Foed offer continued to flounsh
and we opened 25 stores this year

New look stores

Following a successful pitot scheme,
our new store format (Opposite) was
rolled out to 66 stores by the year end
This 1s continuing at the rate of roughty
a store a day, including stores in our
ongoing modernisation programme

As promised, the format delivers a more
Nspiring experience, with clearer brand
differentiation and improved navigation
This includes defined brand areas that
reflect the unique handwniting of each

clothing sub-brand, so customers can
quickly identify which best suits therr
style The refreshed Food Halls support
our position as a speciality food retaler
~with revamped arttsan bakeries and
fresh deh counters Fresh produce is
now displayed in authentic wooden
crates and flowers are presented In
traditional flonstry buckets

We also completed our work to better
segment our stores according to local
demographics This has ensured that
we have the nght product mix in place
and allocate the correct amount of
space In store to Individual ranges

Service In store

In a challenging trading environment,
great service 1S more important than
ever Our stores met tougher service
measures and achieved higher mystery
shopping scores 82% compared to
78% last year

Our ‘Custormer Ready Food' imtiative
outhned on page 23 helped improve
performance and in February 2012 we
were ranked the UK's number one food
retaller by the Institute of Customer
Service

To deliver the best possible customer
experience It's essential that we run an
efficient business This year we worked
to reduce queue times, through
increased use of seif check-out tills,
better tagging systems and improved
scanning procedures at the till pont
We continued to work closely with
product teams on space, range and
display planning and our new stock
management systems improved
on-shelf availability

Plan A Sustanable stores
Opening In August, our
Cheshire Oaks store wil
feature the latest sustainable
butding technologies -
including retall firsts such as
the use of Hempclad panels
in the external walls and
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OUR STORES

Total UK portfolto
731

Premier

11

Major

42

High street
243

Outlet

47

Simply Food {owned)
1638

Simply Food (franchised)

220

Looking ahead

In the year ahead we will
continue the roll-out of
our new store format We
will also launch our
‘Customer Ready’
inttiative into Clothing and
Home to help detiver an
improved expenence
across entire store
portfollo As explained on
page 26, we will continue
to work closely with our
e-commerce team to
Integrate cur shopping
channels to provide a
great expenence for our
customers however they
choose to shop

100% FSC glulam timber in
the roof Rainwater harvesting
will offset a significant
proportion of the store’s
mains water requirement and
70% of the store’s heat will
come from heat reclam and
a biomass boller




Strategic raview
Focus an the UK

Wastfiald

Stratford City >
Arranged over four
floors, our new
Wastfield Stratford City
storse has created over
550 new obs Itis
home to a 26t dell bar
and all the inspizational
{featuras of the new
store format The

store s urigue location
provides an opportunity
to showcase tha very
best of M&S 10 an
internationai audience

Marks and Spencer Group ple

CUSTOMER INSIGHT

the products.”

L & 2 8 4

“I'love hearing about all the new
things in store — the employees
are really knowledgeable about

clrV

New look stores ¢
The new format Is
alrgady inspiring
shoppersto take a
fresh look at M&S
Customer
recommendations

at the updated stores
are around 10%
highar than the rest
of the business

0%

Great service €

This year we launched
anew customer service
fraining initiative

- 'Small things, big
impact’ The concept
underpinned all our
m-store activity and
showed employees
how even minor
changes in behaviour
and atttude can make
abig difference to
customers - and deliver
better sales too

Mystery shopper
score

296
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Knowledge to share +
As part of cur Customer
Ready' service intiative
short videos from M&S
experts — such as our
fish buyer and our
Mastar of Wina-arg
now uploaded twice a
weask 10 an onhne portaf
o help siore colieagues
share therr passion for
our products with
customers
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Multi-channel

This year we grew ahead of the market, with sales increasing 18%, as
customers found it easter to shop with us In the way that suits them best
New innovations helped us better integrate our different shopping channels,
allowing customers to shop online, via mobile or through in-store ordering
and recewve thewr goods directly or collect in store. We laid the foundations
for future multi-channel growth, with a skilled team in place and our new

platform build underway.
Actions against our plan
Increased multi-channel sales

Developing a leading multi-channel
shopping expenence

Building a platform for future
international, muiti-channel growth

More customers are now shopping

with M&S online, we've grown our share
of online traffic and have over 3 4m
weekly visits, up 11% This growth was
supported by the increased use of
smartphones and tablets, with sales from
our mobile-enabled site up over 200%

Customers increasingly rely on the
convenience of online, with 26% of
schoolwear and over a third of dresses
bought this way We made 1t even
rmore convenient this year, extending
next day delivery options and adding
improved search functions We also
gave customers more choice, adding
more online-exclusive products,
boosting sales by 80% We introduced
product personalisation on essentials
such as chinos and black dresses and
gave customers a new opportunity to
shop with us, launching M&S Outlet
online {opposite)

Oniine 1s not only a place for customers to
buy, It's where many come to browse and
research too M&S TV showcases our
latest trends and nnovations This year it
was viewed over 1 7 million tmes and
encouraged customers to spend longer
online Product reviews were up 500%
and are an increasingly popular way for
customers to interact with M&S  Cbjective
feedback makes other shoppers more
likely to buy and provides invaluable
nsights that help us to improve products

Developing a leading multi-channel
shopping expenence

With a flexible range of order and
delivery options, Shop your Way
continued to grow In popularty The
service encourages customers to shop
across different channels, prowding
choices that fit with their busy hfestyles
For the first time, we made sale
products available for in-store collection
and 40% of Clothing and Home orders
are now collected in store

As our customers’ shopping habiis
change 1t's essential that we change
with them As part of this, we delivered
more choice and Inspiration into our
stores, with Style Online {opposite)
New browse and order points were
also added to enable customers to
shop more of our product catalogue
We equipped advisors with IPads to
offer more personal assistance to
customers and add value to their
In-store experence

QOver the year we launched a series

of initiatives and trials to help us better
understand how our customers interact
with the latest technologies across
both our retal and marketing channels
(see opposite)

This year we made progress against
our plans to become an internattonal,
multi-channel retailer, with the launch
of our first International websites for the
French (opposite) and nsh markets
We also appomnted developers for our
new site butd, which will provide us
with a robust platform to grow our
multi-channel ambitions

Plan A Closed loop
cashmere

We created an online
infographic to tell the
behind our innovative

recycled cashmere coat
The graphic explained how
returned garments are
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“Being truly
multi-channel
means making
it possible for
customers to
shop “Your M&S’
in their way.”

Laura Wade-Gery
Executive Director,
Multi-channel E-commerce

MULTI-CHANNEL HIGHLIGHTS

Revenue

£559m

T18%
Site traffic

3.4m per week

™11%

Looking ahead

Put simply, we want more
of our customers to shop
with us acroess more of
our channels To achieve
this we will create new,
nspirational opportunities
to engage with M&S and
deliver an even better
customer expenence We
will continue to provide
more customers around
the world with access to
M&S products, as we
grow our international
e-comimerce offer

collected, broken down

and transformed Into

stylish Autograph coats The
story infographic format made it
easy to share across social
networks and was one of the
most read features on our
M&S Stories site
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M&S Outlet online ¢

Our successful M&S Outlet format
was launched cniine, offering even
more customers access to fantastic
discounts on our clothing ranges The
sita receivad over 11 millon visitors in
its first six weeks and the buzz around
the launch he!ped boost sales at our
existing 47 M&S Outlet stores

Trialling new technology =

This year we installed Wi-Fiin ten
stores so customers could more
easily access product nformation via
QR codes on store décor In February,
the new Aurasma augmented reality
app helped us bring the model on our
Valentne s Day billboard at Waterloo
Staton o Ife We also became the
first UK retailer to create an app for
Samsung's internet-cannacted TV

To view the interactive ad

{you need an open internet connachon}

1 Download and instal the Aurasma
Life’ app to your smartphone

2 Open tha Aurasma Life app and
paint the camera at the ad

INnNovaton

French website €

In Qctober wa launched
our first nternational

website, serving
customers across

France Pricedin euros
and with local delivery

prices, over 10,000
products from our
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CONSUMER INSIGHT LA S B &

“| love being able to view
the full range online

and then pick it up at my
smaller local store.”

Christmas Food

to Order <

For the first tme, our
Christmas food was
available te order onhne
for collection in store
40% of customers toak
advantage of the new
service and total sales

MBIAIDAN
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Clothing and Home were up over 20% as
ranges are availlable on arestilt

the French language
websiie

s StyleOniine 2
* Style Onling uses
. multimedia technology 1o
. extend the reach of our
* clothing sub-brands into
L smaller stores Catwalk
. wideos and our
interactive outfit buillder
. tool complement product
. samples in a boutique
. style environment
. Customers can purchase
. products from arder
. paints or through a
dedicated advisor

Those with a QR
reader can use the ink
below to view the
Style Online video
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INternational

Marks and Spenger Group plc

Our International business continued to grow, with sales up 5.8% to £1 1bn
This year we added 26 stores to our portfolio and entered new markets, giving
us a total of 387 stores across 43 territones. We also established a new
organisational structure to help us deliver our growth plans. Led by skilled
international retailers, the team now combines M&S expenence and fresh
talent to spread new ideas and best practice across the business

Actions against our plan
Growing International sales
Building a more international company

Growing In our priority markets and
entering new markets with a ‘bricks and
clicks’ approach

Building a more international
company

This year we put In place a new
structure - dividing the business into
three regions, Europe, Asia and the
Middle East We appointed a director to
lead each region, supported by a head
of business development to drive new
market growth We also created an
INternational visual merchandising team
(opposite) to ensure M&S customers
have a more consistent brand
experience wherever they are

We are operating as a more
international business, having integrated
international marketing and buying into
the core teams By using in-country
knowledge and expertise, alongside
local sourcing, we are delivering a more
appropriate offer for each local market

Prionity markets

We are focused on the clear growth
opportunities In our existing terrtories
China, India, Russia and the Middle
East Concentrated inthe Shanghai
region, our Chinese stores continued
to perform strongly and we now have
seven stores, having opened three this
year Working with our partner Reliance
Retall, we accelerated growth in India
to give us 25 stores In total We added
sIx new stores, including our first high

street stores at Connaught Place and
South Extension in Delhi These flagship
locations help buld awareness of the
MA&S trand, complementing our existing
mall offer

Our franchise operations are central to
our international plans (see opposite),
and this year we opened 24 new stores
with our 18 global franchise partners
With our partner Fiba, we've opened
eight new Russian stores, expanding
N key locations such as Moscow and
new cities Including Kazan Working
alongside Al-Futtaim, we grew our
Middle East presence — opening five
stores including a second store in Carro,
Egypt and three in the UAE

In difficult trading environments we
managed our costs tightly and tock the
difficult decision to close four stores
across Greece and Eastern Europe
After identifying operational Issues in our
Czech business, we responded quickly
taking full management control of the
business (opposite)

In November we returned to the French
market, with a clear ‘bricks and clicks’
strategy (opposite) This approachis
centrat to our international expansion,
both In existing and new markets,
enabling us to combine stores, the web
and digital technologies to tallor our
channels for the way customers shop
and quickly extend the reach of our
brand For example, we increased the
product cffer of our 1,400 sg m Paris
store by adding touch screen browse
and arder points

Plan A UNICEF hanger
recycling

We added a new angle to our
hanger recycling by donating
57p for each box of hangers
we recycle o UNICEF, the
world's leading children’s
chanty Thisfunds a
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INTERNATIONAL HIGHUGHTS

International revenue
£1.1bn
Stores

387

Terrtories

43

Looking ahead

With a new structure
embedded, our prionty Is
to grow our International
business We will
continue to expand our
presence In prionty
markets and work with
existing partners to enter
new markets with a
clearly defined business
plan We will build
awareness of the M&S
brand with tallored
marketing campaigns and
will roll out our new store
format across our
internaticnal portfolio

three-year programme
designed to reach the
poorest communities n
Mymensingh and Dhaka,
Bangladesh, mproving
children's lives by providing
health care, access to clean
water and an education
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Addressing key
1ssues >

Weplacad an
experienced MaS retail
team inour Czech
operations to help
rafpcus the business
Warealgned pricing
and introduced a new
look farmat to our
Prague store Thase
measures improved
performance in this
important region and
we are now roling this
out across 48 stores
inthe Czech Republic,
Peland, Slovakia,
Lithuama, Latvia

and Estonia

Total Europe

Marks and Spencer Group ple

Return to France =
Trading over three
floors our new Pans
store occupias a
flagship Iocation on the
iconic Champs Elysées
The stors attracted over
e 2,600 customers onis
- opening day and we're
. Now growing our
. prasence in Pans, with
. plans announcad for
* four further stores
. Agross France

o customars can also

access M&S through
our first International
website

Total Middle East and North Africa

157 stores 122 stores

four new stores opened {-1 net)

20 new stores opened (+16 nat)
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Total Asia

108 stores

13 new stores opened (+11 net)

Strengthening franchise
partherships T

We want customers
wherever wa trada to
experence the same
M&S, regardiess of the
business model behind
We aligned ourselves
mare closely with our
franchuse partners to
provide more trading
supportin areas such as
cataloguing and engaged
thern s the M&S brand
atevents such as our
Partner Conferences

owth

International shipping
We ve reduced the
propertion of
international goods
shipped via the UK by
13% which improves
efficiency, reduces
costs and gets
products {o countries
quicker Over 35% of
- stock now moves diract
. 1o destination via our
U four regional hubs in Sr
- Lanka, China, Istanbul
* and Singapore

S 35%

Looking good €

With our new visual merchandising
teamwe are establshing an
internabonal centre of excellence
for product handhing Thanks to
new guidelines, each clothing
sub-brand 15 now displayed to its
fullest potentialin store - helping
customers dentify whieh fashion
brand best meegis thew own style
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Strategic review

Plan A

Marks and Spencer Group plc

Plan Ais about doing the right thing - and encouraging our employees and
customers to join us In 2011/12, Plan A continued to make us more efficient,
contributing £105m net benefit back into the business Our fifth anniversary
represents a significant milestone on the Plan A journey and since launch we
have continued to raise the bar. We now have 180 commitments under seven
pillars, which are driving our ambition to become the world’s most sustainable
major retaller. This year we achieved a further 43 commitments taking our total

achieved to 138

Involving our customers

In June 2011 we launched Forever Fish
— a major new campaign to help
customers learn about fish and protect
our beaches and marne life We have
also invited our customers and our
employees to participate in around 120
beach cleans across the UK and Ireland

Through the year, customers
enthusiastically supported Plan A
events including our ‘One Day
Wardrobe Clearout’ for Oxfam and the
World's Biggest Cofiee Morrung for
Macmillan Cancer Support As set out
on page 16, we've taken cur Oxfam
partnership even further with the launch
of our 'shwopping’ INitiative

How we do business

We continued to work closely with our
farmers, growers and other suppliers to
develop and implement sustainability
standards All employees who have
direct contact with suppliers completed
responsible buying training this year

As detalled on page 24, we opened
our new Sustainable Learning Store

at Westfield Stratford City adjacent to
the Olympic Park We've also
conducted trials on alternative fuels,
including a small fleet of dual-fuel diesel
and compressed natural gas vehicles,
as well as the first hydrogen fusel cell
powered fork lift trucks In the UK

Climate change

In January 2012, we became carbon
neutral across all stores, offices,
warehouses and delivery fleets
operated by M&S in the UK and
Republic of Ireland — the first major
retaller in the world to do so Since
2006/07, we have improved the fuel
efficiency of our Food and General
Merchandise delivery fleets by 28%
and 30% respectively and have reduced
carbon dioxide emissions generated
by refrigeration and arr conditioning
leakage by 54% per sq ft

Waste

In February 2012 we achieved our
commitment to send no waste to landfil
from our stores, offices, warehouses
and construction activites Agamnst a
2006/07 base we reduced food waste
by 40%, with none sent to landfill and
89% processed to generate energy
using anaerobic digestion

We re-used or recycled 147 milion
clothes hangers, with the savings used
to fund UNICEF activities to alleviate
poverty for children and ther families
in Bangladesh {page 28) Launched

in July 2011, this scheme will see M&S
donate at least £650,000 a year to
UNICEF over three years

Natural resources

This year we achieved our commutment
to sustainably source 100% of our wild
fish We now have 257 M&S food
products made using sustainable palm
oll with GreenPalm oll and GreenPalm
Kernel Qil certificates purchased for all
other productions that contain palm ol

We completed three major water
stewardship projects with suppliers Our
M&S Model Forest programme — which
goes beyond FSC certification to
include best practice in manufacture
and transport — was extended to supply
our cardboard food packaging

Fair partner

We extended our ethical assessments
to cover our top ten property supplers,
as well as our carrier bag, uniform and
mannequin supplers Working with the
international Globa! Social Compliance
Programme, we reduced the
administrative burden on our suppliers,
by identifying credible codes and
monitoring schemes they can apply to
their businesses
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PLAN A HIGHUGHTS

Total commitments
180

Commitments achreved

138

discover
more

How we do Business report
For morg detalled information
about our prograss please

visit marksandspencer com/
hwdbreport2012 to download a
copy of our How we do Business
Report 2012

Looking ahead

Plan A 1s integral to our
future plans, engaging our
customers, making us a
more efficient business
and forcing us to INnovate
As we continue to grow
from a predominantly

UK focused business

to a multi-channe!,
international retaller we
will need a more seamless
approach to sustainabity
We are pleased with our
progress to date but we
know we still have a

long way to go on our
Journey to become the
world's most sustainable
major retaler
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Supplier training

We've waorkad with Oxfam and
Businass in the Community to develop
ways of measuring community health
and prosperity 11 our supply chans
Since 2010, we have traingd more than
121,000 paople —rainly in our General
Merchandisa supply chalns - on
employea rights and responsiailties,
health care, numeracy and iteracy

121,000
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Customer

Fairtrade tea T
Our latest range

of Fairrrade tea1s
packed at source

by smallholders

in Kenya, allowing
them to earn alargear
share of the profits
Jointly funded by the
UK's Departmeant
for international
Davelopment (DFID),
thus project 1s the first of
its kind in the world

Carrier bag charging T

Profits from our 5p Food carmer bag
charge raised £1 4m for chantes of
which £400 000 want to Groundwork
to support funding for gardens, parks
and play areas The other £1m
supported our new Forever Fish
campaign, which s helping fund
beach clean activity .

C14m

319

Plan A products ¢
Wa re making good
progress towards

our goal of giving

all M&S products

a Plan A quality
Currently 31% of

M&S Food and General
Merchandise products
have aPlan A quality,
such as Fartrade,
animal welfare or
healthier food - making
It easier for our
customers to make
sustainable choices

Renewable energy T
Wae have now moved

to renswabla energy
comiracts for all
electricity purchased
drectly These include
an increased amount
of electricity from
small-scale generators,
including a new
Archimedes scraw
water wheel! installed
onthe Thames at the
Maptedurharn Estate

uonetulolul JaU0 DUB S1UILW3IELS IRIDURLIY
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Qur people

Marks and Spencer Group plc

Our people are at the very heart of our business, responsible for delivering our
business plans and making M&S special for our customers We employ over
81,000 people around the world and throughout the year we worked hard to
equip them with the skills to drive our business forward New initiatives have
boosted engagement and helped employees better understand the crucial role
they play in delivering our great products and service

Actions against our plan

Embedded a new structure to support
our growth ambitions

Developed an international HR tool kit

Tallored our traning programmes 1o
reflect business plans

Qver the last 12 months we embedded a
new orgarusatonal structure to support
our business strategy This included the
integration of the International buying and
marketing teams iNto our core business,
as well as establishing a new regional
structure for International We began work
to provide more consistent HR support to
our 8,450 international employees,
translating our HR tool kit into 18
languages and reviewing our intermational
benefits 1o align with our UK offer

This year, we made key senior
management appointments to support
our international and multi-channel
ambitions We continued to builld a
pipelne of future talent, recruiting over
180 graduates, including our first
International graduate intake (opposte)
For the first time we also offered five
specialist E-commerce roles, to
strengthen our Multi-channel team

With a high volume of applications for
both graduate and store positions, we
manage the initial stages of recrutment
online This year we made the process
more efficient, adding a new interactive
questionnarre designed to better
evaluate a candidate's attituds to
customer service and improve the
qualty of stage two applcants

Learmng and development
In ine with our busmness strategy, we
broadened the content of our flagship

training programme, Lead to Succeed,
to include new Intemational and
Multi-channel modules We also better
aligned management programmes to
ensure future leaders develop the nght
skills to support cur growth plans

The success of our new store format Is
dependent on our employees bringing 1t
to ife for customers With this in mind,
wa rolled out a comprehensive traning
package — completing almost 90,000
hours of store traning !nibally in our
Food Halls, the training focused on
enhancing preduct knowledge, as well
as the specialist skills required for new
departments such as delis

Employee engagement

Despite a challenging trading
environment, our annual "Your Say’
employee survey showed improving
engagement scores, with positivity
remamning broadly level at 75% The
results showed a strong correlation
between high engagement and
performance, with stores in the top
quartile of engagement achieving 8%
higher mystery shop scores than those
in the bottorm quartile

We continued to drive engagement
through our communications channels
to ensure employees understand our
business plans and the part they play
2011/12 was the first full year of 'The
BIG ldea’, in which a director challenges
employees to come up with improved
ways of working, such as 'How can we
help more customers shop both online
and n store”?’ More than 2,000
responses were received for each
quarterly question

Plan A 5,000th
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OUR PECPLE HIGHLIGHTS

81,000

Employees with over five
years' service

50%

Employees with over ten
years’ service

28%

Looking ahead

With the Government’s
pension auto-enralment
changes effective from
October 2012 our new
pension plan will be In
place from summer 2012
This will ensure we can
meel the legislative
requirements efficiently
whilst retaining a market-
leading scheme In
tandem, we will continue
to develop our HR function
to support the future plans
of the business

the homeless, disabled,

Marks & Start placement lone parents and young
Launched in 2004, our Marks  unemployed by prowviding

& Start work experience work expenence Over 40%
programme has helped over  of participants go on to full
5,000 people into the time employment and we
workplace Working with four  plan to increase placements
charity partners, we support  offered in 2012/13




Strategic review

Worldwide tatent ¥

Marks and Spencer Group plc

In 2011 we launchad an mnternational graduate
programme, recruiting eight graduates from
India, China, Hong Kong, Greece and Poland
In addition to ther local region, each graduate
spent amonth in the UK working in our

stores and offices

Business
Involvement
Groups >

Our Businass
Involvement Groups
represent all pur
employees and
comprise 3,600 elecied
representatives from
across M&S This year
they consulted on key
projects incluging the
rall out of our store
programme

000

a0e

Five Peaks
Chaltenge >

InJune, 33 clmbers
from our Ratar team
scaled the five tallest
peaks in the British
Isles in 48 hours

They raised more than
£1m for Breakthrough
Breast Cancer,

the Marne Keating
Foundation and Action
Cancer Therr efiorts
wera supported by a full
weekend of activities in
MA&S stores and offices
\across tha UK

7 05mM

Annual report and financial statements 2012 33

Sharesave <
October 2011 marked
the 30th anniversary
of our award winning
Sharesave schems
Participation ncreased
for the second year
running up 33% since
2009 InJanuary the
11,000 participants

of Sharesave 2008
shargd gams of over
£65 millon

M&S Poople

System <

Qur new cniine systam
has introduced more
efficient processas to
our stores and offices
Employees can now
remotely book time off
and around 90% have
opted to receve oniing
payslips Featurng

a salary exchange
scheme, it allows
employees to exchange
thewr gross salary for
benefits of the same
value such as childcare
vouchers and a cycle to
work offer

MBIAIBAN
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Marks and Spencer Group plc

Financial review

Despite a challenging trading environment, M&S has performed well In
201112 Sales were 2 0% ahead of last year and underlying profit before
tax was £705 9m (last year £714 3m) Underlying earnings per share were

up to 34 9p

Whilst we continued to dnve the delivery
of our tong term plans, we took decisive
action to manage the business through
the short term We have been
responsive to the ncreasingly
promotional marketplace and invested
In giving our customers even better
value Alongside this, we focused on
managing our costs tightly to mitigate
the impact on our profitability This
prudent cost management supports
our investment in our future plans -
helping us build a stronger platform
from which to grow

in November 2010 we shared our

plans to become an international,
multi-channel retaller and set out a
target to grow our revenues by £1 5bn
to £2 5bn over the next three years

As a result of the deterioration in the
economic environment since we set out
our plan, we now expect to achieve a
£11bn to £1 7bn Increase in revenues

The execution of our plan moved apace
this year and we are making good
progress, enhancing our UK position
and strengthening cur international and
multi-channel capabilities We are
managing the roll-out of our new store
format approprately and are pleased to
have identrfied £100m of savings,
reducing the total cost from £600m to
£500m over the three years of the plan
This wilt be delivered with no reduction
to the scope and we remain on target to
complete the activity by mid 2013

As with operating costs, we manage all
our expenditure carefulty, ensuring we
are being as efficient as possible and
spending every penny wisely In light of
increased growth in e-commerce we
have reviewed our space requirements

and have taken the decision to reduce
our capital investments in UK space by
£200m We will continue to develop our
space especially through our successful
Simply Food format

This time last year, | was clear that
running an efficient business 1s not
simply about cost cutting, it's about
continual improvement, encouraging
the business to find new and better
ways of working This approach is
supported by our ongoing programme
to restructure our supply chain,
implement new information systems
and improve our operational execution
As we accelerate this actvity we
continue to see bigger and better
benelits

Funding

We advised last year that the additional
investment required for the execution of
our ptans would be funded by our
existing cash flows, supporting our
commutment to maintaining an
Investment grade credit rating and a
progressive dividend policy

Qur position 15 underpinned by a strong
balance sheet and net debt decreased
this year to £1 86bn Our working
capital was well managed with a

£161 9m inflow

During the year we renewed our
revolving credit facility, which was due
to expire In March 2013, at a £1 3bn
level, on a new five-year term with an
option to extend for a further two years

We also took advantage of market
conditions to 1ssue a new £300m bond
in December, having repaid ancther that
was due for matunty

Pian A: Innovation Fund
This fund prowides additional
support to nnovate
sustainability projects that
help improve how we do
busmess This year, the fund
provided £9m to support
large-scale projects and a
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“We will manage
our business
prudently;
navigating the
short-term
challenges to
ensure long
term sustainable
growth.”

Alan Stewart
Chisf Finance Cfficer

Looking ahead

We remain cautious
about the outlook and
believe there 1s another
challenging year ahead
Against this backdrop, we
will continue to operate
an efficient business,
managing our costs
tightly and building a
platform for iong-term
sustainable growth

further £1m for smaller
initiatives such as low carbon
food products and hydrogen
{fuel cell powered fork |ift
truck trials
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Summary of results

Marks and Spencer Group plc
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52 weeks ended

37 March 2 Apri
2012 2011 %
£m m variance
Group revenue 9,934 3 92,7403 +2 0
UK 8,868 2 8,733 0 +15
Internatronal 1,0661 1,007 3 +58
Underlying operating profit 8100 824 9 -18
UK 676 6 677 9 -02
international 133 4 147 0 93
Underlying profit before tax 7059 714 3 -12
Non-underlying tems {47 9) 56 3 -
Profit before tax 658 0 7806 -157
Underlying earnings per share 34 9p 34 8p +03
Basic earnings per share 32 5p 38 8p -16 2
Dividend per share {daclared) 17 0p 17 Op level

Revenues

Group revenues were up 2 0% driven by strong performances
in our Food and International businesses Revenue growth by
area, as reported by period was

with better management of promotions and waste, as well as
early benefits from new systems implementation, helping to
offset the commedity price increases

Underlying UK operating costs were up 1 5% to £2,995 Om
A breakdown of the costs 1s shown below

Total revenua % o oz Q3 Q4 FY

UK 52 wesks endad

Clothing 09 -11 11 -03 02 31 March 2 Apri

Home 54 92 133 75 100 e e

General Merchandise 03 -19 -08 12 -09 Retalf staffing 889 2 877 6 3

:gf:: — 22 i 2 f: g ? ; f 2 Retail occupancy 1,0309 10118 s

International 78 101 81 20 58 -Dsiouton 3981 5999 2

Total Group 32 15 54 08 20 Marketing and related 1618 1429 +13 2
Support 5150 5255 20

Like for-ike revenue % Q1 Qz Q3 Q4 FY Total 2,995 0 2,951 3 +15

UK

General Merchandise Qo 25 -18 28 -18 Retail staffing costs were well managed desp#e increases in

Food 33 10 30 10 21 selling space and the annual pay review

Total UK 17 Q7 05 -07 03

UK revenues were up 1 5% In total with a (ike-for-ike increase
of 0 3% We added 2 1% of space, 18% in General
Merchandise and 2 6% in Food, on a weighted average basis

International revenues were up 5 8% Our owned businesses in
India and China saw strong growth, driven by good like-for-like
growth and the opening of new space Trading conditions
continue to be difficult n Greece and the Republic of Ireland
Cur franchise business continued to perform well, with the Far
East and Middle East regions growing strongly We returned to
France in November, opening our first store in Pans at 100
Avenue des Champs Elysees, with more stores planned

Operating profit
Underlying operating profit was £810 Om, down 1 8%

In the UK, underlying operating profit was down Q 2% at
£676 6m Gross margin was down 30 basts points at 40 8%
General Merchandise gross margin was down 80 basis
points at 51 4% as a result of raw material and wage inflation,
adverse currency pressure and the increase n promotional
activity Food gross margin was up 50 basis points at 31 4%

Increased occupancy costs reflect growth in seling space
and the impact of rent and rates raviews, offset by service
charge negotiations and reduced energy consumption

Distribution costs continue to be very well managed despite
inflationary pressure and volume increases in Food and
Mult-channel, as we continuad to see the benefits of
rutiatives to Improve supply chain efficiency

The growth in marketing costs was weighted towards the first
hali of the year as we increased the number of advertising
campaigns 10 support the launch of the 'Only at Your M&S’
branding as well as the relaunch of our clothuing sub-brands

The reduction in support costs reflects a higher depreciation
charge associated with our IT Investment, mare than offset by
efficiency savings and improved procurement

The underlying UK cperating profit includes a contribution from
the Group's continuing econcmic interest N M&S Money of
£50 7m This contribution i1s up 44% (last year £35 2m), due to
a significant reduchion in delinquency rates within M&S Money
as customers have been paying down outstanding balances

MIBIAIDAN
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Financial review continued

Underlying international operating profit was down 9 3% at
£133 4m {last year £1470m) Franchise operating profits were
up 19 9% to £110 7m due to continuing strong sales
performance Owned store operating profits were £22 7m,
down 58 5%, with trading in our European businesses
impacted by macro-economic pressures

Non-underlying profit items

Marks and Spencer Group plc

52 weaoks ended

31 March 2 Apnl

2012 2011

£m £m

Profit on property disposals - 29

One-off pension credit - 107

Imparrment of assets (44 9) ©63)

Fair value movement on financial Instrument 156 543
Fair value movement of embedded

dervative 02) 203

Stralegic programeme costs {18 4) (156)

Total non-underying profit items (47 9) 66 3

The mpairment of assets includes the full write-off of the
Greece Group goodwill (£34 4m), and the imparment of some
store assets In the Greece Group {£10 5m) Last year the
amount represented the impairment of an investment property

The hability for the put option over the non-controlling interest
in the Czech Group 1s carried at farr value and has been
revalued in lIine with the latest business plan The resulting
non-cash credit of £15 6m has been recognised within
finance costs

The farr value movement on the embedded dervative 1s
driven by a reduction in the expected RP rate

As a result of the strategic programmes we incurred £18 4m
of costs i the year which are not part of the normal cperating
costs of the business These include non-cash costs of
accelerated depreciation and equipment write-offs as well as
costs associated with the relocation of the per una business
to London The cumulative strategic programme costs
incurred since the strategy was announced are now £34m

Net finance costs

52 weesks snded

31 March 2 Apri
2012 2011
£m £m
Interest payable (135 6) (140 6)
Interest income 71 47
Net interest payable {128 5) (135 9)
Pension finance income (net) 256 376
Fees payable = (8 5)
Unwinding of discounts on financial
instruments 12 {38)
Underlying net finance costs (104 1) {110 8)
Far value movement on financial
nstruments 156 54 3
Net finance costs (88 5) (56 3)

Net interest payable was down 5 4% at £128 5m reflecting a
reduction in average net debt over the year The Group's

Annual report and financial statements 2012 36

average cost of funding was & 5% (last year 6 4%) Underlying
net finance costs were down £6 5m to £104 tm reflecting the
lower interast payable and fees paid in the prior year, partially
offset by a lower pension finance income of £25 8m (last year
£376m) The non-cash far value gain on financial instruments
of £15 6m represents a change in the valuation of the put
option over the non-controlling interest in our Czech
business

Taxation

The full year effective tax rate on underlying profit before tax
was 24 5% (last year 25 1%)}, reflecting the benefit of
announced changes to the carporation tax rate Full year
effective tax rate was 25 6% (last year 23 3%)

Underlying earnings per share

Underlying eamings per share increased by 0 3% to 34 9p
per share The weighted average number of shares in 1ssue
during the penod was 1,579 3m (last year 1,577 1m)

Dividend

The Board 1s recommending a final dividend of 10 8p per
share This will result In a total dvidend of 17 Op, in ine with
last year This reflects the Board's commitment to a progressive
dvidend policy broadly twice covered by earnings

Capital expenditure

52 weoks ended
31 March 2 Aprl
2012 2011
£m fm
Focus on the UK 716 -
Multi-channel 428 -
New stores 1704 1512
Store modernisation programme 736 381
International 619 296
Supply chain and technology 2127 191 4
Maintenance 1045 812
Total capntal expenditure 7375 491 5

Year ended

31 March 2 Apnl
2012 2011
£m £m
Store modernisation programme 736 381
New stores 170 4 1512
International 52 296
Supply chan and technology 2127 191 4
Maintenance 104 5 812
Run capital 566 4 491 5
Strategic capital 1711 00
Total capital expenditure 7375 4915

As previously announced we commenced our investment in
UK stores in order to create a more inspiring environment and
trial a new approach to segmentation and in-store navigation

We have alsc commenced our investment in improved mult-
channal capabilities with the launch of our French website in
Qctober 2011 and Insh site n Apnl 2012 and continue progress
on the plan to bulld our own multi-channel platform
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We added 2 1% of selling space mn the UK (on a weighted
average basis), trading from 156 Om sq ft at the end of March
2012 We opened 28 new stores during the year, including a
138,000 sq ft flagship in the new Westfield shopping centre in
Stratford, as well as 25 Simply Food stores

In our International business, space Ncreased by ¢ 12%,
predominantly in our key strategic territories of India, China
and the Middle East as well as Russia

Wa continued to invest In our supply chan and technology in
line with our strategy to build an infrastructure fit to support
the future growth of the business

Cash flow and net debt

Marks and Spencer Group plc

52 weeks ended

31 March 2 Aprl

2012 2011

£m £m

Underlying EBITDA 1,2801 1,292 4
Working capital 1619 184 0
Pension funding {89 9} Q12
Capex and disposals (720 7) 450 3)
Interest and taxation (277 3) (327 B)
Dividends and share issues/purchases (236 7) 251 1)
Net cash inflow 117 4 3562
Opening net debt {1,9009) (2,068 4)
Exchange and other non-cash movements (73 6) (188 7)
Closing net debt {1,857 1} (1,9009

The Group reperted a net cash inflow of £117 4m (last year
£356 2m} This inflow reflects a decline in underlying EBITDA
and increased capital expenditure, more than offset by strong
working capital management and lower interest and taxation

Capital expenditure, net of disposals, was £720 7m (last year
£450 3m) reflecting further investment in our supply chan and
IT, new space growth and the implementation of the strategy

Net debt was £1,857 1m, a £43 8m reduction on last year
Pensions

At 31 March 2012 the IAS 19 net retirement benefit surplus
was £78 Om (last year £168 5m) The market value of scheme
assets increased by £788 3m, due to iImproved asset
performance and company contributions The present value
of the scheme liabilites has increased due to a reduction In
the discount rate, offset by a reduction In the rate of inflation
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On 21 May 2012 the Group changed the terms of the Scottish
Limited Partnership (the Partnership} to warve the Group’s
Iimited discretionary right over the annual distnbutions from
the Partnership to the Pension Trustee These discreticnary
rights were agreed with our Trustee in 2009, the time of the
last tnenrual valuation

This change will not have any impact on the cash flows of the
Group, but will, prospectively from 21 May 2012, result In a
change in the accounting treatment The change will reflect

(i) the recognitron of a financial hability, representing the present
value of the remaining ten years of distributions of £71 9m per
annum, and (i) an increase In the Group’s annual interest
charge of ¢ £17m to refiect the unwinding of the discount on
the liability In financial year 2012/13 the change will result In an
increase N the Group's reported net debt of £537m and a
decrease In total net assets of £551m The Group’s obligations
to the Pension Trustee remam unchanged and this will not have
any matenal impact on the Group’s credit rating

In March 2009, conscious of the Group’s obligations to the
Pension Trustee and the Partnership (which 1s a partnership
between the Group and the Pension Trustee which holds a
number of properties from which the Group trades and on
which the Group pays rent to the Partnership), we amended
the terms of the Partnership to reflect a discretionary rnight
agreed between the Group and the Trustee This nght Is such
that in the circumstances when no ordinary dividend or other
distribution 1s made to ordinary shareholders, the annual
distribution of £71 9m from the Partnership to the Pension
Trustee would not be obliged to be made The impact of this
change was to reclassify £572m from debt to equity in March
2009, and to reduce the Group's interast charge by £33m in
the financial year 2009/10 The Audit Committee and the Board
have consistently received accounting and legal advice
supporting this accounting treatment There was no impact on
the Group’s ulimate obligation to the Pension Trustee and no
Impact on cash flows

Following the publication of the 2009 Annual Report and
Accounts, In February 2010 the Financial Reporting Review
Panel (FRRF) wrote to the Company in relation to the change
iIn accounting treatment of the obligation to the Pension
Trustee In the dialogue that followed, and has continued until
the present tme, the FRRP expressed a concern that in the
cireumstances of the Group’s pension arrangement this
discretion was not suffictent to support classification of the
Partnership interest as a component of equity

In the interest of bringing discussions with the FRRP to a
close and given that the Group has a stated dividend policy
and the Board continues to expect that future dividend
payments and resulting Partnership distnbutions will be
made, the Group has decided that it will reflect the obligation
as a hability, and in order to achieve thts will indefinitety waive
its discretionary nght As before, there 1s no change in the
Group's ultimate obligation to the Pension Trustee The FRRP
has confirmed that this change, with the consequent
accounting treatment, effective from 21 May 2012, will bring
Its discussicns with the Group to a close
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(Governance

Chairman’s overview

Robert Swannell

“The Board is the guardian of
the M&S brand, its reputation
and stakeholder relationships.
If we continue to do the right
thing, the right way, with
integrity and with the right
checks and balances, these
will be protected for the future.”

Last year was the start of a new chapter in the development
of the Board and our governance We have made progress
against the plan we set ourselves, driving leadership,
collaboration and a culture ¢f continuous IMprovement N
standards and performance across the business

We have made a number of changes to the Board and its
Committees during the year, welcoming three new members
to the team

| believe that we have a truly engaged and committed
Board | am pleased with the robust and challenging debate
held across a wide range of 1ssues and the support shown
to the Executive team as it drives our strategy to become an
international multi-channel retaller

It 1Is important that we continue to drive our effectiveness
as a team and ensurg we are consistent In our commercial
decisions and in our values and principles Integnty in our
decision-making 1s key to mamntaining the trust of our
stakeholders

What we do today, the level of debate and behaviour we
exhibit as a Board 1s critical to our success We recognise
that we may not always get things nght, where that is the
case we will learn from our mistakes We should be as
open as we can be to new ways of doing things better

as well as drawing from our past decisions, experiences,
standards and processes and use them to inform and
support our future

As an extraordinary testament to our nch history and
experence, we recently moved the M&S Company Archive
to a purpose bult new home in the heart of the University
of Leeds This allows us to make our extensive collaction,
gathered over 128 years, accessible for the first tme to a
much wider community To find out more visit
marksintime marksandspencer com

The Board has taken an active interest in the Archive's
development, recognising that our history and decisions
have guided behaviours, contributed to the M&S culture
and enabled the development of the M&S brand

We, as a Board, are the current guardians of this iconic
and valuable brand, its reputation and stakeholder
relationships

If we continue to do the nght thing, the right way, with integrity
and with the nght checks and balances, these will be
protected for the future

Our governance 1s focused not only on the boardroom
but also nght across the business We belleve that good
governance ultimately proeduces a better business and
supports long-term performance It 1s not just what we do,
but how we do it

As a Board we regularly discuss and review

— our strategy, brand and reputation and how we
can best achieve our goal to become an international
multi-channel retailer,

— our Code of Ethics and Behawviours, our guide to our
values, behaviours and ways of working,

— our colleagues, ensuring they feet valued, motwated
and rewarded and how we can ensure therr future
development and succession,

— our customers, suppliers and local communities,
ensuring we treat them farly and with respect,

— our shareholders, how we can communicate openly and
be transparent with them in the way we manage the
business, and

- Plan A, our ambitious plan to become the world's
most sustanable retailer

UK Corporate Governance Code

The 2010 UK Corporate Governance Code Is the standard
against which we were required to measure ourselves In
2011/12 We are pleased to confirm that we complied with
the UK Comorate Governance Code 2010 for the period
under review with the exception that, for a short period of six
weeks, the number of Independent non-executive directors
on the Board, excluding the Chairman, dropped below half
as required by the Code This was due to a timing difference
between the retirement of Lowse Patten in July and Vind
Banga joining the Board in September Given that the Board
was not scheduled to - and did not — meet during this short
period, we feel our governance was not impacted

The required regulatory and governance assurances are
provided throughout this report However, again we have
sought to avord a box-ticking approach Using the key themes
of the Code, we focus on how governance supporis and
protects the M&S business in a practical way You will find our
approach to Leadership on pages 42 and 43, Effectiveness on
44, Accountability on 45 to 48, Engagement and Relations with
Shareholders on 49 and 50, the Governance of our Pension
Scheme on page 50 and Remuneration on pages 54 to 67

Our Governance Framework 1s constantly reviewed and sets
out the roles, accountabilities and expectations for our
directors and our structures It also details a schedule of
matters reserved {or the Board's decision, detailling key
aspects of the Company’s affarrs that the Board does not
delegate (including, amonigst other things, approval of
acquisitions and disposals, business plans and material
expenditure) The framework can be viewed, along with the full
account of how we have complied with the UK Corporate
Governance Code at marksandspencer com/thecompany
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Our Committees and Committee chairmen

Diversity

Marks and Spencer Group pic

This year diversity has been a key theme for governance
generally We made further progress in shaping our Board for
the future, ensunng that diversity, in its broadest definiion, 1s
atits heart We discussed diversity and what this rmeans for
our business, our customers and stakeholders Our policy on
page 51 summarnses our views and sets out our ambitions

From a practical perspective, our focus on diversity

meant we looked hard at our mix of skills and experience
Our new appointments have sought to complerment these
as well as ensuring a better balance of gender and
international background as we become a truly International
mult-channel retailler

Much focus of the diversity debate has concentrated on
fermale director appointments Our female directors today
represent around 30% of the Board Below Board level,
women account for 35% of senior management A number

of appontments across the broader senior management team
have also enabled us to benefit from greater Internationat
expenence, which 1s iImportant as we grow our international
presence Our Board diversity mix is shown overleaf along with
more detalled biographies and a snapshot of the

Board's experience

Appointments and succession

In July 2011, we announced the appointment of Vindi Banga
as a non-executive director Vindi joined the Board in
September and brings a weaith of global business experience
along with extensive consumer and brand knowledge In July,
Laura Wade-Gery joined the Board as Executive Director
Multi-channe! E-commerce, following the announcement

of her appointment in February 2011 in October 2011, we
announced the appomniment of Miranda Curtis as a non-
executive director Miranda joined the Board in February 2012
and brings a valuable perspective of International consumer
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business and technology Lavra, Vindi and Miranda each had
extensive Induction programmes on joining the Board Vind:
and Miranda are also now both members of the Nomination
and Remuneration Committeas

In February 2012, our Deputy Chairman and Senior
Independent Director, Sir David Michels stepped down from
the Board following the end of his second three-year term
The Board appointed Jan du Plessis as Senior Independent
Director on 1 March 2012 to succeed David Jan has served
on the Board since November 2008

In additron to ensuring appropriate succession of our non-
executive directors, the Nomination Committee has remained
focused on the successton and development of the Executive
team, as well as ensunng it has greater insight into our future
talent pool The Committee’s activities are outlined on page 51

Supporting this development of our leaderstip within the
business, the Remuneration Committee has overseen the
implementahion of the new senior executive framework and
ensured robust and farr debate around the setting and
disclosure of objectives and targets These are highlighted
n greater detaill on page 57 The Committee has also
participated in the wider UK remuneration debate, taking an
active role in a number of formal consultations and engaging
with major shareholders and investor representative bodies

Monitoring risk

Monitoring the tevel of nsk, and ensuring appropriate
governance ta support this remamns a key objective, nvolving
the support of the Audit Committee We have an ambitious
strategy and it 18 important that the scope of the audit plan
capturas the full rangs of our business initiatives, whilst ensurng
assurance on core practices and activities The outputs of the
Committee are described in greater detall on page 52

Our Audit Committee has helped support the Board's activities
It 15 important that we continue to drive the level of challenge and
debate around risk as well as improve cur understanding

of risk appetite and tolerance as our business evolves

Overall, | am pleased with the progress we have made this year
across the governance agenda, some of which 1s highlighted
on the following pages However, we will continue to be open
N any way we can to Improve our governance and board
performance Where things go wrong we will say so and learn

Robert Swannell
Chairman

To see our full governance
framewark go to
marksandspencer com/
thecompany and follow the hnk
Those with 2 QR Reader app
can use the link to the right
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Robert Swanne!l
Chairman

Appointed Chairman in January 2011 Robert
joined Marks & Spencer as a non-executive
director n October 2010 He brings a wealth

of knowledge of the City, acquirad ovar 33 years
n investment banking at Schroders and Citigroup,
and extensive government and ragulatory
experience from previous roles with BIS and the
FSA Robert has significant board-level experience
N the retall, private equity and real estate
industries His leadership in the area of
governange has enhanced board debate

and helped drive a culture of cpanness and
development Robert siepped down from the
Board of HMV Group plc on 23 June 2011,
recognising the increased commitmeant of this role
He was previously Senicr Independent Director of
The British Land Company plc and 31 Group plc

Chairman of the NomInation Committee
Independent

Marc Bolland
Chief Executive

Appointad in May 2010 Marc joined Marks &
Spencer from Wm Morrison Supermarkets plc
where, as Chisf Executive, he ted the successiul
development and mplarnentation of Its long-term
strategy Prior to this, Marc was Chief Operating
Officer at Heineken NV, whera he was globally
responsible for the Heingken business Since
Jjoining M&S, Marc has worked with the Board in
developing our strategy to become an internationai
multi-channel retailer Marc i1s a non-executive
director of Manpower inc

Member of the Nomination Committee

Alan Stewart
Chief Finance Officer

Appointed in October 2010 Alan has extensive
financial experience In ndustrias as varied as retail
travel and banking He joined Marks & Spencer
from awcraft leasing company AWAS, where he
was Chie! Financial Officer Alan worked for HSBC
investmeant Bank before joining Thomas Cook In
1996, where he held a number of roles ncluding
Chief Exacutive of Thomas Cook UK He became
Group Finance Director of WH Smith plc in 2005
playing a central role In the improvement of the
Group's financial performance Alan was
previously a non-executive director of Games
Workshop Group pl¢

Kate Bostock
Executive Director,
General Merchandise

Joined Marks & Spencer 1n October 2004 and was
appointad to the Board n March 2008 Kate has a
waeaalth of brand and reitadl expenence after holding
NUMEBrous Senior positions across all areas of
clothing and footwear during her career Kata
joned M&S from Asda where, as Product Directar
of tha George brand, she was respansible for the
launch of the standalone George concept and
brand globally Prior to Asda Kate was Product
Director for Childrenswear at Next She is an
honorary Doctor of Arts at de Montfort University
and Business Administration at Manchester
Metropohtan University Kale has played a major
role in our renewed brand focus and store
improvement programme

Joined Marks & Spencer in 1986 and was
appointed to the Board in September 2009 John
brings a unique expenence of M&S to the Board
as a result of his long histary with the Company
He joined as a stora management trainee and
has worked (0 a variely of senior roles across the
business, including internationally-based retail
roles, Executive Assistant to the Chiat Executive
and Director of Multi-channel E-commerce and
Home John was appomnted Director of Food in
July 2008 and has been instrumental in driving
and improving the Food business

Steven Sharp
Executive Director,
Marketing

Joned Marks & Spencer in May 2004 and was
appointed to the Board in November 2005 Steven
brings extensive retall markeung expeanence and

1s the architect of our marketing strategy He
startad his carear as a Marketing Manager with
Belarn 1n 1978, progressing to the Argyll Group
and becoming Marketing Oirector of Asda in 1987
He has also been Marketing Director of tha Burton
Group, Booker pic and Arcadia Group ple Heis a
non-executive drector of Adnams plc a Fellow of
the Chartered Institute of Marketing, The Marketing
Society, The Royal Sociaty of Arts and a visiting
professor of Glasgow Caledonian University

Laura Wade-Gery
Exscutive Director
Multi-channe!
E-commerce

Appointed on 4 July 2011 Laura brings
considerable retail and consumer experience to
the Marks & Spencer Board, including signiticant
e-commerce knowledge from her previous role as
Chief Executive Officer of Tesco com and Tesco
Direct Laura is leading sigrificant change to our
e commerce capahiities She was appainted a
director of Royal Opera House Covent Garden
Lirmuted on 2 March 2012 and stepped down as

a non-executive director of Trinity Mirror plc on 10
May 2012 Prior to joining Tesco, Laura held various
roles at Germini Consulting and Kleinwort Benson

Appointed in February 2006 Jeremy provides
considerable insight into the consumer retal
environment acquired through a successiul
career at some of the UK’s most high profile
organisations He has reen Chief Executive of
Briush Sky Broadcastung Group plc since 2007,
having prewously been the Chief Financial Officer
from 2004 Prior to that Jeremy was Group
Finance Director and Retail Finance Director

at Dixons Retall ple, formerly (hixons Group plc

Chalrman of the Audit Committee
Member of the Nomination Committee
Independent

Steven Holliday
Non-executive
director

Appointed n July 2004 Steve has a wealth of
experience on the Board of Marks & Spencer,
bringing extensive knowladge of corporate
business He has also heid senor executive and
boardroom level roles within the challenging utility
and oll and gas industnies Steve 1s Group Chref
Executive Officer of National Gnd plc having
previousty been Group Director, UK and Europe
and rasponsible for the UK Electnoity and Gas
businesses Prior to joining Natonal Grid, Steva was
an Executive Director of Brish Bornao O1l and Gas
He has also held numerous senior positions with
the Exxon Group Steve 1s Chairman of Crisis

Chairman of the Remuneration Committee
Member of the Audit and Nomination Committees
Independent
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Martha Lane Fox
Non-exacutive
director

Appomnted in June 2007 Martha's considerable
expertise in e-commerce and experience In the
successful operation of onling and consumer-facing
businesses s helping to develop and challenga

our multi-channel strategy Manha s the UK s
Digital Champion and Char of Go ON UK She
charrs the Government s Digrtal Adwvisory Board
and 15 a non-axecutiva director of MyDeco com
She was a non-egxecutive director of Channel 4
Television until January 2012 Martha s well-known
&s oné of tha co-founders of lastminute com, which
she took public in 2000 She 1s the founder and
Chair of LuckyVoice com and of her own
grant-giving foundation, Antigone org

Member of the Audit and Nomination Committees
Indepandent

Jan du Plessis
Senior Independent
Director

Appointed as a nen-executive director In
November 2008 and Senior Independent Director
on 1 March 2012 Jan has considerable business
and brand experéence, having $at on the boards
of a number of isading companies across a variety
of industries Jan 13 Chairman of Rio Tinte plc

He was formerly Chairman of British American
Tobacco plc and RHM plc and a non-executiva
dirgctor of Lioyds Banking Group He was also
Group Finance Director of the Swiss luxury gocds
group Richemont untl 2004

Membker of the Audit, Nominatien and
Remuneration Committees
Independent

Muranda Curtis
Non-executive
director

Apportad on 1 February 2012 Miranda has
considerable experience within the internaticnal
consumer and technology sectors and exienswve
experience of tha glebal broadband cabla mdustry
in her 20-year career with Liberty, Miranda lad the
company’s investments in digital distribution and
content operations across Goantinental Eurape
and Agia-Pacific most notably m Japan Miranda
15 Chairman of Waterstones, a non-executive
director of Ltberty Global ing and was a non-
executve drrector of National Exprass Graup plo
until 11 May 2012

Member of the Nomination and
Remuneration Committees
Independent

Vindi Banga
Non-executive
director

Appointed on 1 September 2011 Vindi has
extensive consumer brand knowladge and global
business experienge, acquired over 30 years in

a number of senior roles within the consumer
goods industry at Unitaver plc, Including President
of the Global Foods, Home and Personal Care
businesses and as a member of the Unilever
Executive Board Vindiis a partner at private
equity investment firm Clayton Dubiier & Rice
and a non-executive director of Thomson Reuters
and Maruti Suzuki India Ltd

Member of the Nomination and Remuneration
Commuttees
Independent

Amanda Mellor
Group Secretary and Head of Corporate
Governance

Appointed in July 2009 Amanda was appointed
a non-executive director of Kier Group on
1 December 2011
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Board diversity

Board experience
Retall

92%

Consumer

100%

Finance
31%
E-commerce
23%

International

Board composition

Executive
46%
Non-executive
54%
Male
69%
Femnale

31%

Board tenure
0-1 vears
23%

2-3 years
31%
4-5 years
23%
6-10 years

23%
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Cur Board

Board Mactings
Name of Diractor A B
Chairman
Robert Swannell 10 10
Deputy Chairman
Sir Dawvid Michels! {retired 29 February 2012) 9 8
Chiaf Executive
Marc Bolland 10 10
Executive directors
Kate Bostock 10 10
John Dixon 10 10
Steven Sharp? 1¢ 9
Alan Stewart 10 10
Laura Wade-Gery (appointed 4 July 2011) 7 7
Non-executive directors
Vindi Banga (appointed 1 September 2011) 7 7
Miranda Curtis {appainted 1 February 2012) 2 2
Jeremy Darroch 10 10
Martha Lane Fox 10 10
Steven Holliday 10 10
Louise Patten (retired 13 July 2011) 3 3
Jan du Plessis® 10 9

A = Maximum number of meetings the direcior could have attended
B = Number of meatings the diractor actually attended
1

Sir David Michals was unable to attend the Board mesting on 7 December 2011
dug 1o overseas business commitmants

Steven Sharp was unable to attend the Board meeting on 6 January 2012

due ta personal commitrnents

3) Jancu Plessis was unab'e to attend the Board meeting on 4 May 2011

due to overseas business commitments with Rio Tinto

2)

The Board agenda focuses on our themes of driving our
strategy, developing strong leadership and succession,
monitonng execution, protecting our trusted brand and
our strong relationships with customers, employees and
other stakehotders

While we recognise the mportance of compliance, we
try to avord spending time on box-ticking and gold-plating
legislation, choosing instead to focus on the long-term
plans for our business and its execution

Following our external Board evaluation last year, we further
reviewed all information sent to Board members We also
moved to electronic distribution of our Board papers by
IPad - a contribution, albeit small, towards supporting our
Plan A objective to reduce the use of printed paper across
our business, but one which clearly demonstrates the
Board's willngness to embrace new technology and more
efficient methods of communication

Our Board agendas today allow more time for debate and
long-term strategic discussion, with two Board away-days
held during the year Our forward planner gives Board
members visibility of what 1s on future agendas for their
consideration We also schedule time during every meeting
for ad hoc feedback as well as giving the non-executive
directors an opportunity for private discusston

Following last year’s action plan we have sought to ensure
that we reflect on decisions taken by the Board and learn
from those decisions or situations where things go wrong
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A good example of this was a discussion held In December
2011, following a substantial fine from the Health and Safety
Executive after we were found to have breached the Health
and Safety at Work etc Act The Board received a detalled
presentation from our health and safety, property and legal
teams, and discussed the lessons learnt from this case and
the actions put in place by the business to avoid such
incidents in future

Driving strategy

The Board approved a number of significant strategic
developments and investments during the year These included
the new platform for cur online business, European websites n
France and Ireland, a number of new stores, investment and
review of our mew store format programme as well as reviewing
the progress of associated customer-facing initiatives

We have found that early stage engagement on strategic
mitiatives 1s essential to ensuring robust debate Given our
ambition to grow our business and become an international
multi-channel retaller by 2015 we have continued to hold two
strategy-focused meetings In the year Our October meeting
was held in our newly opened store in Stratford, East London,
giving the Board the opportunity to walk the store and be in
touch with the latest customer and store developments prior
to the roll-out across the estate (discussed earlter in this
report) In February 2012, the Board came together again to
review the three-year plan and progress with the strategic
initiatives, particularly around the development of our
muiti-channel and international businesses

Monitoring risk

A greater level of strategic discussion has also enabled
the Board to develop its debate on risk, risk appetite
and tolerance, testing how best we can maxmise the
opportunities for us to grow the business

Protecting the business from operational or reputational
damage 1s an essential part of the Board's role In ine with our
actron plan, and supported by the Audit Committee, we have
assessed the effectiveness of our reporting controls and
ensured our Group Risk Profile reflects the business's strategic
objectives We have carried out a full review of internal controls,
updated our Code of Ethics and Behaviours, introduced an
Anti-Bribery Policy and supported this with a communications
and training programme 1o ensure awareness

We have also reviewed previously approved investment
decisions, reviewed the progress of the Pian A Externat
Advisory Board and reviewed our health and safety and
business continuity planning

Nurturing talent

Developing leadership, future talent and securing succession
plans for the business have continued to be key themes for
the Board, bulding on discussion from the previous year As
we did last year, we also spent time on the induction of three
new Board members and the proegrammes designed were all
thoroughly comprehensive (an overview of these inductions
can be found in the Corporate Governance section of cur
Corporate website marksandspencer com/thecompany
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Building on the development of our leadership, this year

our non-executive directors held a number of small informal
lunch meetings with senior managers These meetings have
been well received, giving our non-exscutive directors the
opportunity get to know our top talent and give our managers
a forum for free-flowing informat debate with Board members

Traning and development of our senior managers has
continued to be a key focus and the majority of them have
now been through our Lead to Succeed programme This
year the Board supported the introduction of two additional
modules to this inthiative to challenge our managers as to how
they might lead an international, multi-cultural, multi-channel
business We believe that these initiatives position us well to
develop a source of talented leaders for the future and
feedback has been extremely positive

Marks and Spencer Group plc
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We have also ensured our reward framework s fit for
purpose, reflecting our resolve to recognise the skills and
talents represented across our teams as well as setting
stretching goals and objectives that feed into our wider
ambitions for the business Cur Remuneration Committee
continues to lead and ensure they challenge on this important
piece of work, for more detals see page 57

Feedback is encouraged baoth within the boardroom and
across our business All employees have a chance to share
their views and insights via a host of engagement initiatives
including our annual “Your Say’ survey, Business Involvement
Groups, director presentations, the Annua! Business
Conference for store and senior management and informai
director roundtable discussions Employee feedback from
such events I1s discussed by the Board giving useful insight
into employes morale and thair reactions

Board discussion — Driving continuous improvement in 2011/12

Leadership and employees

- Focused on succassion within the business,
reviewing and identifying the top talent
developing a pipelne of high-qualty indnaduals
for future succession

~ Deveioped our Board Civersity policy

- Contnued to focus on the composition
balance and effectiveness of the Board
The appontment of two new non-executive
drrecters and a new Seror Independent
Girector brngs new perspectives, expenence
and skills to the table, further strengthening the
Board debate

- Reviewed the key operational hires and
identified gaps in expenence needed to deliver
the strategy

- Continued to enhance employee engagement
through, the annual ‘Your Say' survey, our
Business involvernent Groups, the BIG Idea,
diractor presentations, the Annual Business
Conference and informal director roundtable
discussions

Relations wrth shareholders

- Annual independent investor audit undertaken
by Makinson Cowell

- Held our first governance event in.June 2011,
providng an opportunity for the Board and
our top 20 investors and investor bodies 1o
engage face-to-face on key areas cf concern

— Engaged with our retall shareholders at
the AGM

— Reached out te our ‘lost’ shareholders
by engaging a {ull lost shareholder search
programme, now embeadded into the
annual calsndar

- Actively engaged with institutional
shareholdars, Investor and regulatory
bodes throughout the year

Customers

— Receved regular presentations from the M&S
Customer Insight Unit to better understand
the key customer concerns, market and
consumer trands and sentment in the surrent
tough economic environment

— Approved the launch of the new storg format
and reviewed the progress of the customer
facing intiatives These newly refrashed store
environments now showcase the distinct
clothing brands and the newness and
innovation of the food offerng

- Received customer feedback in store and at
the AGM

Trusted brand

— Launched the M&S Company Archive to
the public Ensuring our rich history and
hentage 1s preserved and accessible by
the Company, the acadermic community
and the wider public

- Estabished the Plan A External Advisory
Board, to provide indepandent advice and
guidance to shape our ambihon of becoming
the warld's most sustainable retaler

- Supported the strengthening of
governance structures throughout our
international operations to better protect
our brand, following 1ssues highlighted
by our intermnal processes

Strategy

- Approved the decision te buld a new
mult-channel platform to support our
muiti channel ambitions, Including agreeing
the key supphers for the project

- Held two Beard away-days to support and
challenge all areas of the Group strategy and
the three year plan

— Regulany reviewed the supply chain
modemisation project and challenged the
distribution model to ensure value and efficiency

- Debated the new International sirategy
and reviewad the case for restructunng the
Greek operation

- Debated and approved the Group's
dwdand policy

- Reviewad the Group's capital structurg
and funding requirements

~ Agreed the launch of the French and Insh
websites to support our international ambytions

Checks and balances

- Assessed the effectivenass of the Group Risk
Profie by identifying where the business s key
nisks lie, aigning them with the businass's nsk
appetite and highlighting how to effectively
target those risks

- Undertook a *Year 2 Booster’ approach
to the 2012 evaluation of the Board and
1ts committees to continue our focus of
becoming the best Board we can be

- Reviewed the health and salety lessons
learned, ensuring the safety of our
employees and customers 18 protected

- Scrutinsed and debated key investment
proposals re-evaluated two significant
property and logistics investment decisions
to ensure best value for the busness

~ Reviewed the Governance Framework and
launched a comprahensive anti-brnibery
training and awareness campaign
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Effectiveness

How do we make sure our Board is effective?

Marks and Spencer Group plc

In 2010/11 we commuissioned our first ever independently-
faciitated Board review, conducted by Ffion Hague of
independent Board Evaluation Our aim was to capture open
and constructive feedback from Board members that would

~ provide Insight into our effectiveness,
— pont to actions for Improving our performance, and
- gstablish a benchmark for measuring future progress

While 1t 1s considered best practice for boards to conduct
an external review every three years, based on the positive
feedback from the Board and the fact that we had a number
of new joiners during the year, we decided to adopt a "Year 2
Booster' approach for our 2012 review

The aim of this approach was to

- check progress aganst the issues identified in last
year’s report,
- check feedback from new members of the Board and brng
them up to speed with the process the Board has undergone,
— dentify any new 1ssues that have ansen dunng the past year

Once again, and in order to ensure consistency, Ffion Hague
assisted with this review The review was conducted according
to the guidance in the UK Corporate Governance Code 2010

What was the focus of the Board review?

Qur approach involved a Board observation, one-to-one
interviews with the Chairman and new Joiners and structured
telephone Interviews with those directors who participated in
last year's evaluation Each participant was asked to evaluate
the Board, its Committees, the Chairman and individual
Board members The process tock place between January
and March 2012

Subjects covered included a general overview as 1o the
‘state’ of the Board, its operation and how this had changed
over the year Directors were asked for their views on our
sharehclder engagement and relatronships and how these
relationships might be improved

Views were sought on the Board's input into strategy
discussions, governance and compliance, risk management
and succession planning

Views were also sought on the Board cuiture and the
relationships with senior management as well as how new
members are selected and inducted

What did we learn?

From the review, and subjects covered, it i1s clear that the
Board has made progress on most of the points on last year's
action plan, as evidenced by

- the dedicated session on succession and talent and the
introduction of non-executive lunches to Improve
engagement with senior management,

— the appomtment of Vindi Banga and Miranda Curtis
following the retrement of Sir David Michels and Louise
Patten, the subsequent appointment of Jan du Plessis as
Senior Independent Director, the review and changes to the
Remuneration and Audit Commuttees,
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— the opportunity for a more focused review of strategy with two
meetings specifically dedicated to this, one in the Stratford
store in October and the other more recently in February 2012,

— further progress on developing the Group Risk Profile and
aligning the nsks and actions to the strategy outlined in
Novermber, which was a key focus for the Audit Committee
However, there 1S opportunity for us to broaden the debate
and explore our understanding of nsk, tolerance and
appetite n 2012/13, and

— we held our first governance event in June 2011 which was
waell attended by major shareholders and representative bodies
They clearly welcomed the opportunity to discuss SUCCessIion
and the Board, remuneration and Plan A We agreed to make
this an annual event and the next one is scheduled for June
2012 We have also been actively engaged in the debate on
dwersity, remuneration and integrated reporting

When we look at the more detailed table of responsibilities by
area, which we put together last year, along with the
feedback from the 2011/12 Board assessment, 1t s clear that
there are opportunities for us to

— improve papers and presentations, including context,
content and timeliness,

- create a better framawork to facilitate constructive debate,

especially n relation to strategy,

ensure a more strategic review of the forward agenda,

continue cur engagement with senior management below

Board level, and

- following intensive Induction on joining, review ongoing
knowledge and training for all directors

Action Plan 2012/13

The insights gathered from the Board review has resulted In
a clear action plan for the year ahead The actions address
the key areas of succession, development and pecple,
nature and scope of the Board debate, nsk management,
and shareholder engagement

During the year, the Board plans to

- continue to drive the agenda on succession planning
and development of key managers,

- continue to improve engagement with shareholders and
representative bodies, and transparency and disclosurs,

- continue to review ongoing knowledge and traning for
all directors,

— continug to drive better undarstanding of nsk,
risk tolerance and appetite, and

- continue to review long-term forward agenda and papers
and framework for Board discussion

Director induction

On joining, M&S directors receive a comprehensive, formal
and talored induction programme This includes time with the
Group Secretary, each of the executive directors, members of
the Management Committee and a wide range of senior
management from across the business

During the year we supported induction programmes

for Laura Wade-Gery, Executive Director Multi-channel
E-commerce and Vind Banga and Miranda Curtis our two
new non-executive directors
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Accountapility

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

What 1s our approach to risk management?

The Board has overall accountability 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

Risks are reviewed by all business areas on a half-yearly
basis and measured against a defined set of ikelhood and
impact critena This s captured in consistent reporting
formats, enabling Internal Audt & Risk t¢ consolidate the nsk
information and summarise the key risks in the form of the
Group Risk Prefile Our Executive Board discusses the Group
Risk Profile ahead of it being submitted to Group Board for
final approval

T ensure our rigk pracess drives improvement across the
business, the Executive Board monitors ongoing status and
progress of key action plans against each risk on a quarterly
basis Whilst we continue to broaden the debate around
tolerance and appetite, risk 1s now a key consideration In

all strategic decision-making at a Board level

Key areas of focus

We continue to dnve improvements to our nsk
management process and the quality of nsk
information generated, while at the same time
maintaining a simple and practical approach,

Our process continues to be focused on the following
key principles

1 Alignment with the Group plan

Each busmness area has clear objectives aligned to the plan
Risk champions have refreshed their business area nisk
registers against the context of these objectives, ensuring
that the nsks upon which we are focusing are of strategic
importance to the Group and that key risks to delvery are
highlighted As a result, we have added two new risks this
year Distribution centre restructure and Business
continuity

2 Focused nsk descrniptions

As our understanding of the Group’s nisks develops, we

are refining how these are defined For example, we have
widened last year's Economic outlook nsk to encompass
achievement of the Group plan rather than focusing on our
sales forecast

3. Action plans for key nsks

We have also improved our distingction between 'business
as usual’ mitigating controls (incorporated In our net nsk
scornng), and additional mittgating actions taken to further
reduce net nsk over time

Our principal nsks and uncertainties

As with any business, we face nsk and uncertainties on

a daly basis It s the effective management of these that
places us in a better position to be able to achieve our strategic
objectives and to embrace opportunities as they arise

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

- external to our business,

- core to our day-to-day operation,

- related to busmess change activity, and
-~ those that could emergean the future

The 'rnsk radar' below maps our principal risks aganst these
categories This toohis also used to facihiate wider Executive
and Board-level discussions on risk

Overleaf are detalls of our pancipal nsks, the miigating
activities In place to address thern and addittonal actions
implemented to further reduce net risk to the Group It 1s
recogrised that the Group 1s exposed to a number of risks,
wider than those listed However, a conscious effort has been
made to disclose those of most concern to the business at
this moment In time and those that have been the subject of
debate at recent Board or Audit Committee meetings
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Accountability continued

Descrption

Marks and Spencer Group pic
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Mitigating activities

Finance We continue to focus on maintaining a strong financial position that supports improvemsnts to our business

Economic outiook

Worsening economic conditions impact consumer
canfidence and our ability to achieve the plan

As consumers' disposable incomes come under pressure
from pnce inflation and government austerity measures, trading
conditions continue to rematn a challenge for our business

We regularly review and monntor the effectiveness of our pricing and promotional
strategies across our Genaral Merchandise (GM) and Food businesses, tallonng
our consumer offening where appropnate

The business continues o actively manage and runimise costs where appropnate
and regularly reviews customer feedback and our positioning in the market place
to ensure we meet customer expectations

Financial position

Deterioration in our financial position imits our

flexibility and abiity to fund and grow the business

Inthe event that the Group's financial performance does not
meet market expectations, our ability to berrow from lenders cn
our existing terms may be impacted, resulting in Increases to the
cost of borrowing and insufficient funding to meet our capital
requirements and growih plans

Group Treasury regularly carnes out forecasting of our debt capacity,

financial covenants and cther rating metncs within current rating bands

The funding level of our pension scheme 1s monitored in collaboraton with

the Trustees on a regular basis, with clear parameters in place that would tnigger
an intra-valuation debate between the Trustess and the Company

We have regular communication with rating agencies and brokers

Group Treasury proactively monitor the potential for a Eurczone break up and where
possible assess the mpact this could have on the Group's financing and denvatives

Brand and reputation Our founding principles of Qualty Value, Service, Innovation and Trust continue to influence 'how we do business' and our

reputation for being one of the UK's most trusted brands

Corporate reputation

External expectations relating to our financial performance,
Plan A commitments or corporate governance are not
adequately managed

Cur brand continues to be trusted in the marketpiace, with Plan A
and robust governance being integral componenis A strong
brand brings hugh expectations and the need to consistently
deliver quality, value and trust to our wide stakeholder base The
business must aiso manage significant external expectation
regarding our plan

The business follows a clear plan o effectively communicate key information

to internal and external stakeholders (and other external parties)

Group KPls and benefits tracking for all strategic initiatives enable regular
monitoring of business and key programme performance

Our commitment to Plan Aand becoming the world’s most sustanable retaler

by 2015 remains a priority for the Group with one of cur key cbjectives being for

all M&S preducts 1o have at least one Plan A quality by 2020

Policies and procedures are In place to meet the requirements of the Bribery Act,
supported by a training programmea

Our customers

Loss of engagement with our core 55+ customer

Aswe seek to enhance the M&S brand and make our sub brands
more distinctive, i1 1s important that we continue 1o address our
core customers’ specific needs in an ncreasingly competitive and
economically uncertain market

GM and Marketing have prioritised focus on our core customer and will continue
to respond to sales and customer reaction to product/in-store expernence threugh
focus groups, online reviews and our in-house Customer Insight Unit

Wae are in the process of detivering improvements to our stores to strengthen and
clanfy our brand in response to customer research

Food safety

A food safety iIncident occurs oris not effectively managed
As aleading retailer of fine qualty fresh food in the UK 1tis
paramount that the food products we selt to our customers are
safe, especially as we introduce more operational complexity
such as delis and bakernes as part of cur new store format

We have a dedicated team in place to ensure that all M&S food products are safe
for consumption through ngorous controls and processes, with a continuous focus
onqualty We appty this approach to all new initratives and locations

We maintain robust gevernance of the supply base through our supplier audit
programme and reperting process Depot auditing 1s now also well established

People and change Qur people are fundamental to the long-term success and growth of this business

Qur people

Reduced engagement and retention of key employees impacts
our ability to deliver business plans

As we go through a pernod of econcmic uncertainty as wellasa
number of internal change intiatives, it 1s ever more important to
ensure that M&S remains a great place to work

A monthly bniefing i1s cascaded 10 our top managers, a quarterly results broadcast is
held for all employees and Direclors regularly hold employee engagement sessions
to communicate the growth ambitions and underlying plans for the business
Development of fullire talent remains a key prionty Managers attend our'Lead to
Succeed’ programme, helping them to realise therr full potential, whilst succession
planning s a key area of focus for the Board

We plan to roll out animproved performance and talent management process to
ensure robust career development discussions take place across the business

Programme and workstream management

Benefits from our major business programmes

and workstreams are not realised

Wae continue to undertake a number of major strategic
programmes to underpin the achievement of our plan, the delivery
of forecasted benefits 1s cntical to this

Our Strategic Programme Office centrally governs the strategic imtiatives across
the Group, performs regular reviews and updates the Exaecutve Board on therr
status, tracking of costs and realisation of benefits

All major programmes possess ther own governance structures, supporied by
robust project management discipling

hstnbution centre restructure NEW

Wa fail to effectively deliver our new national e-commerce
distnbution centre

Wae are opening a new national distribution centre which will also
servica all customar orders placed through Shop Your Way The
implementation of this distnibution centre relies on a number of
new facihties, business processes and systemns

Wa are taking a phased approach to implementation for our new distnbution centre,
and robust governance structures exist to engage all areas of the business
Simulation models are betng used to test the robustness of the faciity in different
scenanos and a programime s in place to ensure open dialogua with key partners
Wa will continue to implement measures to test and manage facility paerformance
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Description

Marks and Spencer Group plc

Mitigating activities

Selling channels We have ambitious plans far our UK, International and Multi-channel businesses as part of aur commitment to becoming a leading

international muli-channel retailer by 2015

New store format

Failure to deliver improvements across our store estate

to time, to budget or to the desired quahty

Wa are delivening Improvements to our stores to strengthen and
clanfy our brand in response to customer research As we move
nto the second phase of the roll-out, adherence to pregramme
schedules, budget anc quality standards will be key to
successful delivery

Our new store format inmative, designed o mprove the customer shopping
expariance and our brand positioning, 1 well underway and we continueg to
implement a phasedroll out across our stare estate

Close monitoring of costs and of progress against planis in place, with direct
reporting ines into the Executive Board This will continue as we move into the
second phase of roll-out

We are closely managing the impact on our stores and have developed innovative
training programmes to minimise time off the shop floor
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Multi-channel

A new online platform with flexibility to support future growth
18 not delivered by the ime our contract with Amazen expires
To achieve our target to become a leading multi-channel retailer
and to make our brand more accessible, we arg invasting in a new
oniing platform that will provide both an enhanced shopping
experience and help to accelerate our growth

Our multi-channel growtih strategy i1s underpinned by a clear plan for
implementation of the new platform both i the UK and overseas

We are working closely with our partner Armazon to ensure the quality of our
existing onling offering I1s not compromised whilst we build the new platform
A phased approach for mplementation of the new platform is planned

International

Failure to leverage our systems, processes and contrels
hmits growth of our International business

To ingrease our iInternational presence and build a leadership
position In pnority markets, we must agopt an organisation
struciure that 1s supported by robust systems and supply
chain capability

The appointment of Heads of Region for Europe, Middle Eastand Asia

will faciitate the implementation of our iInternational growth plans

The focus on enhancing international systems and processes has continued
throughout the year in alignment with the development of our international
strategy and will remain a pnority for the year ahead

Day-to-day operation We are a customer-centnc business and strive to deliver an efficient and effective operaticn

GM stock management

Ineffective stock management control iImpacts either
gross margin delivery or product availability

Effective stock management 1s iIntegral te ensunng that we
provida good availlability to our customers, whilst rinimising
markdowns which can impact profitability

General Merchandise (GiV) continue to closely monitor stock levels, targeting areas
with more or less than reguired Promotions are tightly controlled, and we are focusing
an our ability 1o respond in-season to current trends and sales performance

AStack Sales & Intake tool is now being used across GM and we have implemented
a new stock lecger In parallel runwith legacy systems, priar to full business adoption

Key supplier failure

Faiure of a key supphier or third party provider

Economic or geo-poltical conditions, or changes to the way
we source our goods and services, cause a key supplier to fad,
or disrupt the supply of kay product ines or services

Wa have strengthenad our monitoning of tap supphers, with a quarterty nisk
assessment process in place for key merchandise and non-merchandise suppliers
Alternative supply routes are continually monitored and, where apprapriate, the
supply base has been consolidated

We continue 1o offer payment terms that are sufficiently flexible to assist suppliers
as required

IT secunty

We experience a major breach inIT secunty

The business 1s subject to external threats from hackers or
viruses, or sensitive data 1s accessed without authonsation

Extensive security controls are In place in accordance with Internabional Standards,
along with a number of policies and technalogies designed to enhance security
Sensitive data s tightly controlled through imited and manitored access, and the
roll-out of systems incorporating enhancad securny

IT change

Unforeseen impact of IT changes to new and existing
systems disrupts business operations

As we undertake a number of significant change programmes,
the rate and scale of IT change Is Increasing, with potentialto
significantly mpact our complex and interdependent systems

We centinue to proactively manage crass programme depencencies and have
introduced ‘release management’ to group system changes together

We have a clear decision-making process for system changes, including the
adoption of change freezes dunng critical frading periods

Disaster Recovery plans for critical business applications have been tested

' Business continuity NEW
We fall to adequately manage orrespond to a Group-wide
disaster
The business faces a heightened level of nisk as a result of the
Summer 2012 events taking place in the UK

Group continuity plans, nc:ident reporting and management procedures are well
estabhshed We monitor these through anannual crisis management exarcise and
guarterly committee meetings

We have a number of policies and procedures in place to manage the safety of our
employees when abroad, and have links with the Home Cffice and government
agencies 1o receve Information on known threats

We have removed a number of risks from our Group Risk Profile since the prior year, including Feod competition, Product costs and
Supply chain management The Group has undertaken significant mrigating activity in response to these nisks and as such their
inclusion in the Group Risk Profile 1s not deemed necessary at this momentintime

| The nsks listed do not comprise all those associated with Marks 8 Spencer and are not set out In any order of prionty Additienal nsks and
| uncertainties nat presently known to management, or currantly deemad to be less matenal, may also have an adverse effect on the business

| Further information on the financial nsks we face and how they are managed 1s provided on pages 97 to 102
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Accountability continued

Risk interconnectivity

Over time, globalisation, changing business models
and technological advances have resulted n a
business envirenment increasingly interconnecied
through systems and processes Whilst this can

be beneficial, it also increases the interdependency
of sk As a Group, we recognise this and
continually strive to refine our nsk management
Processes in response

The diagram depicts our current Group Risk

Profile, plus three nsks removed since last year lt1s
dasigned 1o highlight how changes to one nsk could
impact on those connected to It, and on the profile
as a whols

1 Detenaration in the Economic outlook
could impact our sales performance

2 This requires greater control over General
Merchandise (GM} stock management

3 Reduced order volumes could increase the
nsk of Key supplier fallure if thay experence
pressure from other economic factors

4 Competition over retaill selling prices may require
us to reduce Product costs, increasing pressure
on supphers

Following significant mitigating activity, Product
costs 15 not considered a top nsk to the Group at
this tme It still features in our detalled rsk reqisters
and by understanding nsk interconnectivity, we can
monitor factors such as the economy 10 ensure we
can appropnately manage any likely impact on our
supply base

Risk and the role of Internal Audit

Marks and Spencer Group plc
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Internal Audit & Risk comprises both the Group Risk function and Internal Audit Whilst Group Risk facilitates and manages
the risk process that 1s ultmately owned by the Group Board, Internal Audit 1s accountable to the Audit Committee Audit
projects are often closely aligned to the Group Risk Profile (GRP) due to the nsk-based approach used to proritise audit work
The following examples llustrate how Internal Audit work supports Group Risk whilst driving improvements to aur control

environment and adding value in core business areas

Risk International Risk New store format

Internal Audit scheduled a
review of our new store format
intbative dus to the pace of
delvery and level of investment
In the programme The scope
focused specifically on Property
and included processes relating
to praject ptanning, cost control,
suppher selection and fire,
heaith & safety The audit report
provided assurance 10
management and the Audit
Commiitee that there were
robust programmse management
controls In place and, although
some minor areas for
improvement were dentiied

the overall control environment
was strong

M&S Czech Republic operates
48 stores across six countries
seling primarity General
Merchandise {GM) goods The
audit assessed the adeguacy
and sffectiveness of internal
cantrals over core operations,
including stores and support
functions The report highlighted
areas for control mprovement

in strategic decision-making at

a local level, GM stock
management and retail
operations A pilot of a centrally
managed stock allocation and
range planning system has been
implemanted

Risk IT secunty

Woe engage a number of third-
party service prowviders who
host or process sensitive or
confidential data on our behalf
Internal Audt reviewsd the
processes and controls In place
to mitigate the nsk of
unauthorised release or
exposure of such data The
report confirmed that the
secunty assessment
methodology Is robust, and that
significant external data hosting
or processing activities adhere
without exception, enforced by
our IT Change process
Opportunities existed to improve
process complance and
business area awareness for
smaller initiatives

Risk Food safety

Food innovation and quality help
to differentiate M&S and we are
committed 1o ongoing new
product development (NPD),
whilst maintaining food safety
standards Internal Audit
conducted an audit review 1o
assess the adequacy and
effectiveness of internal controls
over NPD The audrt report
provided assurance that
effective ¢controls exist over this
core process and also identified
opportunities io enhance
monitering of product
develcpment costs and the use
of success criteria

Management actions from all of our audits are tracked to completion and the status of these actions Is reporied to the Audit
Committee to ensure that the risks identified are appropriately addressed This will, in turn, further mibgate the nisks included

in our Group Risk Profile
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Engagement

Robert Swannell, Chairrman

Understanding differing opintons 1s a key part of driving our
business forward We are very interested in understanding
the views of our investors, and continue to engage with many
of thermn Marc Bolland, Alan Stewart and our Investor
Relations team met with representatives from over 300
nvestment Institutions during the year to answer therr
questions and keep them updated on our performance and
plans These ranged from one-cni-one meetings to group
presentations and investor conference calis following our
results announcements Any presentations provided in these
meetings are uploaded to our website and comments are fed
back to the Board and its Committees

During the year | also met with a number of investors and
industry representatives to answer their guestions and petter
understand therr policies on governance and voting | also look
to stakeholder websites for nformation on ther voting and
positions on stewardship at AGMs We welcome further
engagement from institutions as they make progress In
adopting the Financial Reporting Council's Stewardship Code

In June 2011 we held our first governance event Our largest
investors, industry governance specialists and voting advisory
companies were Invited to our office to meet me, the Deputy
Chairman, Sir David Michels, the Chairman of our
Remuneration Committes, Steven Holliday and our Director of
Plan A to discuss key governance matters The meeting was
well attended, received positive feedback and will be
repeated again in 2012

For an independent view, Maknson Cowell, the capital
markets advisary firm, continues to provide the Board with an
annual presentation of major investors' views on Company
management and performance This 1s based on the results
of extensive surveys and interviews This report Is presented
each year ahead of the AGM

Amanda Mellor, Group Secretary

During the year we continued our active engagement with
investors, representative bodies and governance
organisations In addition to the iInvestor meetngs and
discussions on governance related matters | also gave a
number of presentations and lectures on the way M&S
approaches governance and stewardship to iIndustry
contacts and other company secretariat teams

Several government and regulatory consultation documents
were released dunng 2011/12 The Company has responded
to a number of these, keen to ensure that we help shape
good regulation and legislation

Private shareholders continue to represent 95% of the
shareholders on our share register and we value thair opinions
and continue to actively engage with them throughout the year

We circulate shareholder topics cards with our Notice of
Mesting to ensure that the views of those shareholders
unable tc attend our AGM are heard Those returned are
summarised, presented to the Board and senior
management, the Charman address the top three topics

Marks and Spencer Group plc
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at the meeting Many are responded to directly Shareholders
can also emall the Chairman with therr comments, write to us
or telephone our helpline

We continue to encourage shareholders to become more
informed investars A wealth of information 1s available on our
website throughout the year and our trading statements and
finanaial results are emalled to those shareholders that have
provided us with email addresses and requested to receive
electronic communication This year we have added quick
response (QR) code links N some areas of this report, i the
Natice of Meeting and on our voting forms  These allow fast
access, via a smartphone, to nformation which the reader
may find useful Also released dunng the year Is our Investor
relations app for the IPad, more information on this 1s provided
on the next page We recognise that not all of our shareholders
are onling or have these devices, so we suggest they receive
our smalier M&S ‘At-a-Glance' booklet, published with the
private nvestor in rund, rather than the full report or review

We reman committed to our lost shareholder programme and
our search agent, ProSearch, continues to seek out those ihat
have falled to keep their detalls up to date Despite all our
efforts there are some instances where we are unable to find
the shareholder For this reason we introduced our share
forfetture programme, an industry first established to utilise
funds from these dormant accounts The first funds were
forferted in Apnt 2011 and have supported the M&S Company
Archive The relocation of the Archive this year to M&S's
birthplace N Leeds has provided a unique oppartunity to
celebrate both the rich history of Marks & Spencer and the
enormous benefits achieved by opening up the collestion for
the Company, academics and the wider community Further
funds were forfeited in Apnl 2012, which will also be used for
good causes

What happens at our AGM?

The Notice of Meeting sets out the resolutions being
proposed at the Annual General Meeting (10 July 2012 at
11am) Last year all resolutions were passed with votes
ranging from 84 8% to 89 8%

in 2011 our AGM attracted close to 2,000 people with more
joining via our Iive webcast This year our Notice of Meeting
advises some changes we are making to the format of the
meeting We have moved the meeting by one day to avoid
a clash with two other hugh profile companies with large
private shareholder bases The meeting has also been
moved from 2pm to 11am Once again, the meeting will

be webcast iive and a recording of the meeting added to
our website for later viewing

Shareholders unable to attend are encouraged to vote In
advance of the meeting, online at sharevote co uk or by
using the proxy card which we mall to them Last year, ke
other FTSE 100 companies, we were disappolnted to see
a marked reduction in voting from private shareholders
Although the documents were already considered easy to
complete, we have redesignad our voting stationery 1o try
to make them clearer Cver 95% of our shareholders are
private Investors, we value their opinions and would like

to see more voting cards returned from them
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Engagement continued

Expenence online

Marks and Spencar Group ple

Whether it's through marksandspencer com/thecompany

or our Investor Relations app for the IPad, (avallable free of
charge), online shareholders can be much mere informed

throughout the year

Website
The M&S website contains a wealth of mformation, such as

— Latest M&S news, Stock Exchange announcements and
press release alerts,

— Annual Report and Investor presentations,

- Detailled account of how we have complied with the UK
Corporate Governance Code 2010,

- Qur full Governance Framework, including Committee Terms
of Reference and director accountabllities,

- Qur Code of Ethics and Behaviours,

— Our Auditor Engagement Policy for our external auditors,
and

— Our Articles of Association
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Free Investor Relations app for the IPad

As new media evolves we try to tailor our communication
platforms accordingly With our new tnvestor Relations app
yOou can view our results and trading statements, regulated
News announcements, iInterviews with directors, share price
information and our TV marketing campaigns all in one place

To download the app, go

te the Investor section of
marksandspencer com/
thecompany and follow the hink
Those with a QR reader app can
use the link below

Pensions governance

The Group operates a pension scheme (the ‘Scheme’)

which has a defined benefit ('DB’) section for employees

with an appointment date prior to 1 April 2002 and a defined
contribution (‘DC') section open to those joining the Company
on or after 1 April 2002 and before 1 November 2012 when

a new Master Trust arrangement will be introduced

The Board of the Pension Trust {'Trustee Board') manages the
DB and DC assets of the pension scheme, which are held under
trust separately from those of the Group The Board has four
mamn committees DB, DC, Investment and Actuanal Valuation
The 31 March 2012 Actuanal Valuation will benefit from the
enhanced monitoring of key metncs which has been established
in conunction with the Group since the 2009 valuation

The Trustee Board of 12 members I1s chaired by

Graham Qakley, who commenced a five-year term in Apnl
2011, having been a member of the Board since 2000 The
Trustee Board includes two independent directors plus five
member representatives who are appomnted through a
selection process which embeds efficient succession rotation
planning During the year the Board has been recognised
through external awards for its excellence in governance,
training and investment risk reduction strategies The DC
saction 1s a holder of the National Association of Pensions
Funds Pensions Quality Mark Plus

The Trustee Board has a busingss plan agamnst which
progress Is measured on an ongoing basis in a similar
approach to the Group Board The Trustee Board also
maintains a nisk register and an associated action plan,
a conflicts of interest policy, plus a register and a code
of ethics, all of which are reviewed at least annually

Each Trustes Board Director has an individual traning

plan, which is based on the Pension Regulator’s Trustee
Knowledge and Understanding requiraments and tailored
to address any skill gaps and specific committee roles The
majcnty of the Trustee Board members hold the Pensions
Management Institute Award in Trusteeship

All advisers, Investment managers and suppliers are
appointed through a ngorous tender process They are
monitored via quarterly reports and periodic meetings and
there 1s also a rolling programme of both informal and formal
adviser reviews During 2011/12 the appointment of the
covenant monitoring service was reviewed and Emst & Young
LLP were retained

The Scheme s a signatory o the UN Principles for
Responsible Investment and the Trustee has partnered with
a specialist engagement service, Hermes Equity Ownership
Services (EOS), to exercise its global equity voting nghts in
accordance with a detalled Trustee policy, which addresses
a range of governance, social and environmental 1ssues EOS
has also enhanced the Trustee’s stewardship and governance
oversight of investee companies by engaging with
companes, on a global basis, where management I1s
constdered not 1o be acting in the best long-term interests

of nvestors The results of these voting and engagement
activities are published quarterly on the M&S websiteé During
the year the Scheme also became a signatory to the UK
Stewardship Code which was published by the Financial
Reporting Council n July 2010
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Nomination

Chairman’s overview

Robert Swanneil

We have had another active year, making very good progress
aganst all the actions 1n our 2011/12 action plan

First, we secured the appointment of two new non-executive
drectors, Vind Banga and Miranda Curbs, to succeed Louise
Patten and Deputy Charman Sir David Michels on therr
retrement from the Board

For each position we spent time reviewing the existing skill-set
on the Board, discussing our diversity In line with qur new
policy {detalls of our Board diversity policy objectives can

be found below), specifically in terms of background and
experences, natonalty and gender, and balancing this aganst
what the business will need to become an international
multi-channel retaller We spent considerable time with our
external consultants managing a formal, thorough and orderly
search, reviewing all those potential candidates that might fit
our ¢riternia We interviewed ngorously and have secured what

Etfectiveness of the Nomination Commitiee

Who 1s on our Committee?

Marks and Spencer Group plc

Nomination
From Committad
Name of Director A B
Robert Swannell
{Commuttee Chairman) 4 Oct 2010 5 5
Marc Bolland 1 May 2010 3 5
Sir Davd Michels {Retired 29 Fel 2012) 4 4
Vindi Banga’ 3 Sept 2011 3 2
Miranda Curlis 3 Feb 2012 1 1
Jeremy Darroch 1 Feb 2006 <) 5
Martha Lane Fox 1 June 2007 5 5
Steven Holliday 15 July 2004 5 5
Louise Patten {Retred 13 July 2011} 2 2
Jan du Plessis 1 Nov 2008 5 5

A =Maximum number of mestngs the director could have attended
B = Number of mastings the diractor actually atiendsd

1) Vindi Banga was unatie 10 attend tne Commitiee meeting on 18 January 2012
due to business commitments in the US

What has the Committee done dunng the year?

- Conducted a tharough and transparent appointment
process for the recommendation of two new non-executive
drrectors to ensure the Board 15 appropriately supported
ard strengthened for the future;

Board Diversity Policy

Cur Board diversity policy introduced this year seeks to
ensure that diversity in its broadest sense continues to rermain
a significant feature of the M&S Board We will report against
the objgctives below n 2012/13

— maintan a levei of at least 30% female directors on the
Board over the short to medium term,

— assist the development of a pipeline of high-cahbre
candidates by encouraging a broad range of senior
indviduals within the business to take on additional roles to
gain valuable board experience,

- consider candiclates for appointment as non-executive

Annual report and financial statemants 2012 &1

Committee

we believe to be two excellent appointments 1o the Board
Both directors have undertaken extensive induction
programmes to ensure a rounded understanding of the
business and its ambitions Further information on these
induction programmes ¢an found at marksandspencer com/
thecompany

In conpunction with these appontments, we reviewed our
Committee compositton and made a number of changes
We also recommended the appomtment of Jan du Plessis
as Senior Independent Director

Again, in ine with our action plan from last year, we have
focused on ensuring that succession Is a key agenda item
We have spent time looking at succession planning for the
Executive Director team as well the Board over the medium
to long term We have also discussed talent and succession
for the top managers in the business

- Conducted a thorough review and debated Board skills
and diversity to ensure the Board has the nght balance
of skills and experience to support the future development
of the business,

— Reviewed the Beoard and Committee composition foliowing
the new non-executive direstor appointments and
retirement of existing directors,

— Recommended the appointment of Jan du Plessis as
Senior Independent Director to replace Sir David Michels
on his retirement from the Board,

— Created a clear framework to review succession planning
and development for the executive director team and the
Board for the medium term, and

- Supported greater engagement with key managers with
non-executive director-only meetings

What s the action pian for 2012/137?

— Continue to support succession plans and development
of the executive director team,

- Continue 1o drive the understanding of talent across the
organisation and support our development programme
for key managers,

- Continue to review ongoing knowledge and training for
all directors, and

- Continue to ensure that we plan for the evolution of
non-executive directors over the medium term to maintain
the appropriate mix of skills

directors from a wider pool Including those with Iittle or no
Isted company board expernence,

- ensure non-executive directors long Iists’ Inciude 50%
women candidates,

— only engage executive search firms who have signed up
to the voluntary Code of Conduct on gender diversity and
best practice,

~ report annually aganst these objectives and cther initatives
taking place within the Company which promote gender
and other forms of diversity, and

- report annually on the outcome of the Board evaluation,
tha composition and structure of the Board as well as any
Issues and challenges the Board 1s facing when considering
the diverse make up of the Company
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Audit Committee

Chairman’s overview

Jeremy Darroch

Last year | advised that we would work with the Board to
review any changes to the nsk profile and support the Board
debate on nsk tolerance and appetite The Committee
remains satisfied that the Board maintains sound nsk
management and internal controls

As a committee we are also keen to ensure key
representatives of the business have fully considered the risks
therr business areas face, that these nsks are being managed
and do not exceed the Board's appetite or tolerance levels

We focus on the rnisk profiles for each business unit and
review what actions they are taking or processes they have In
place to manage or mitigate therr nsk Assurance is provided
through executive update presentations at each Audit
Committee meeting During 2011/12 the Committee received
presentations from the directors of Business Continuity,

Ptan A, General Merchandise Ethical Sourcing, International

Effectiveness of the Audit Committee

The Board i1s satisfied that Jeremy Darroch and Jan du Plessis
have recent and relevant financial expenence

Who is on our Committee?

Audi

From Committes
Name of Ciractor A B
Jeremy Darroch
({Committee Charman) 1 Sept 2006 6 6
Sir David Michels’ {retired 29 Feb 2012) 4 3
Martha Lane Fox 1 June 2007 6 6
Steven Holliday 15 July 2004 6 6
_ouise Patten? (retired 13 July 2011) 1 0
Jan du Plessis® 1 Nov 2008 6 5

A = Maximum numizer of meetings the director could have attended
B = Number of mestings tha direcior actually attendsd

1) Sir Dawid Michals was unable to attend the Committea meseting on 7 September
2011 dus to personal commitmants

2) Loulse Patten was unabla t0 attend the Committee meetng on 16 May 2011
due 1o personal commitrnents

3) Jan du Plessis was unable 1o attend the Committes meating on 2 November 2011
due to overseas business commitments with Rio Tinto

What has the Committee done during the year?

The Committee made progress on their action points during
the 2011/12 financial year, with the exception of a review of
internal audit effectiveness, which was impacted by several
changes within the intermal audit team

~ The Committee composition was reviewed along with
Board and other Committee composition Following the
retirernent of Sir David Michels, the Committee comprises
four members The Audit Commuttee i1s fully independent
and contains what we believe to be the nght balance of
knowledge, skill and experience to support the business in
achieving its plan,

- The Company has made good progress on nsk dunng the
year, resulting in better process, understanding and
awareness combined with a greater engagerment right
across the business The debate on nsk, nsk tolerance and
risk appetite will continue to be a focus for the Board and
for the Committee dunng the next year,

— An anti-bnbery policy has been developed and

Business Development and Data Secunty Further information
on the presentations Is provided on the next page

The presentations facilitate real engagement between
Committee members and the business unit directors
Feedback from the business continues to be posttive with
recognition of the value this channel provides and the
experience the Committee shares

External auditor

Key to giving us confidence in the Group's approach o
controls and nsk is the effectiveness of our external auditors,
PricewaterhouseCoopers LLP Therr effectiveness enables
us to recommend therr reappointment for 2012/13 We judge
them cn the quality of their audit findings, management's
response and stakeholder feedback Therr independence

is displayed through their challenge to management Fherr
audit and non-audit fees are set and reviewed each year

implemented foflowing the Bribery Act coming into force
Its introduction was supported by a traning programme
contaiming a short wdeo and online traning module Gift
registers have been introduced 1o ensure transparency
These will be managed by each depariment and reviewed
annually by Internal Audit, with any notable items
highlighted to the Committee,

- The Committee reviewed Data Security and Data
Management The Code of Ethics 1s being updated to
reflect any changes to the policy or law, including the
Bribery Act,

- The Committee reviewed the Company's ongoing
discussions with the FRPP

- Personnel changes within the Audit team has led to the
deferral of our review of Internal Audit effectiveness m line
with the Chartered Institute of Internal Audit requirements
However, we intend to complete this during 2012/13

— As a Committee we have continued to enhance our
understanding of key business areas receiving
presentations on key risks from a broad spectrum of the
business actmities, and

- The Committees were independently reviewed by Ffion
Hague of Independent Board Evaluation

What 1s the action plan for 2012/13?

Looking ahead the Committee believes it 1s important to
remain focused on the audit, assurance and nsk process
within the business The actions for 2012/13 are

- strategic review of our internal audit and assurance plan to
ensure alignment and support of the Company’s plan,

- review Internal audit effectiveness in Ine with the Chartered
Instrtute of Internal Audit requirements,

- continue to improve understanding of kay business arsas,

- continue to broaden the debate around nsk tolerance and
appetite, and

- review ongong learning requirements and potential
up-skilfing
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(see note 4) We ensure that our auditor engagement policy,
which 15 reviewed annually and disclosed on our website
marksandspencer corm/thecompany, is adhered to when
non-audit work 1s commussioned Audit partner rotation is
also iImportant to retain the objectiwity of the process -
Stuart Watson was appomted lead audit engagement
partner in 2008/02

Committee updates

In addition to the regular renew of audit compliance and
process controls, the Commuttee received a number of detalled
reviews from a number of business areas Updates received by
the Committee provided detall on the progress made over the
year and the ongoing objectives A brief overview of the detal
covered m these updates s provided below

Business Continuity

— Reviewed the tools and processes established {o ensure
we have the capability to protect our pecple, the brand,
property and profit at all times,

~ Recewved plans for all locations both nationally and
internationally,

- Discussed plans for the Olympics and the Queen's
Diamond Jubilee,

- Full medical and securty package introduced for all
business travellers,

— Travel tracker system introduced both nationally and
internationally,

- Group traning awareness programme launched, and

— Evacuation pack and welfare response

Plan A

~ External International Advisory Board established,
comprising academics and adwisors, extending our reach to
reflect the countries we operate in and source from,

- Discussed progress N reducing carbon emissions,
improvemerts in fuel and energy efficiency, reduction in
waste and packaging, improvements in recyclng and the
M&S/Oxfam clothes exchange,

- Update on work with suppliers to set up 12 Ethical Model
factones in Bangladesh and three in India,

— Review of commitments against plan,

Assurance

On behalf of the Board, the Audit Committee examines the
effectiveness of the Group's

- systemns of internal control, covenng all matenal controls,
including financial, operational and compliance controls
and nsk management systems, primarily through approving
the internal audit plan and reviewing its findings, reviews
of the annual and half year financial statements and a
review of the nature, scope and reports of external audt,

- management of nsk by reviewing evidence of nsk assessment
actmty and an intemal audit report on the process, and

— action taken or to be taken to manage critical nsks or
to remedy any control fallings or weaknesses identified

The Audit Committee has completed its review of the
effectiveness of the Group's systems of internal control
during the year and up to the date of this Annual Report,

Marks and Spancer Group plc
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~ Overview of discussions with UNICEF outside the UK on
social development programmes linked to the garment
industry, and

— Overview of what we believe will be benchmarked as
Industry leading positions across a number of key areas

General Merchandise ethical sourcing

— Reviewed how we manage the ethical nsks across our
supply chain outlining our ethical trading approach across
1 7 mihon workers, spread over 1,448 sites in over 77
countnes with 55 difierent ianguages,

- Considered the key ethical issues including excessive
working hours, poor health and safety, terms and conditions
of employment, migrant labour, and low wages,

- Discussed the tearm and the independent ethical trading
dision based in our regional offices in China, India,
Vietnam, Sn LLanka, Bangladesh, Turkey and the UK

MB&S was the first UK retaller to establish a clear set of labour
standards in 1898 known as our Global Sourcing Principles
Each supplier must agree to and sign our terms and
conchtions, which include these Principles M&S has been a
founding member of the Ethical Trading Inihative since 1998
and we have established ethical policies on key 1ssues We
have a clear factory approval process which 1s ndependent
from our buying departments

International business development

- Focused on the nisks to our mternational growth — each risk
was highlighted and discussed, alongsids the relevant
mitigating action which was either recently taken or in
progress,

— Discussed the team and its Integration — the presentation also
covered the performance of our partly-owned businesses,
franchise operations, ethical reputation and the mportance
of having an aligned approach across the busingss

Data security

Updates relating to our mvestment in IT security, bullding of
the new retaill website platform and the move from the current
platform supported by Amazon International activiies, user
access and the controls around the protection of personal
data Policies were reviewed ag was the recruitment of
resource and the skill sets these ndividuals bring to M&S

in accordance with the requirements of the revised Turnbull
Guidance on internal Control, published by the FRC It
confirms that no significant falings or weaknesses were
dentfied in the review for 2011/12 Where areas for
improvement were rdentified, processes are in place to
ensurae that the necessary action 1s taken and that progress
1s monitored

The key features of the Group’s internal control and risk
management systems that ensure the accuracy and
rehiabihty of financial reporting include clsarly defined lines
of accountability and delegation of authority, policies and
procedures that cover financial planning and reporting,
preparng consolidated accounts, capital expenditure,
project governance and information secunty, and the
Company's Code of Ethics and Behaviours
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Remuneration report

Remuneration commuttee

Steven Holliday

As Chairman of the Remuneration Commuttee, | am acutely

aware of the Increased focus on executive pay over the past
12 months This year we have once agan focused on being
transparent, providing clear reporting on past pay and future
policy and pctentials

The Government announced proposals to improve the
transparency of repcrting in this area and to give greater
shareholder power over future pay policy We beleve that
linking pay to company performance and the assoclated
dialogue with shareholders 1s fundamental to the remit of
any Remuneration Commuittee The Commutiee therefore
carefully considered the proposals and responded to the
consultation paper from the Department for Business,
Innovation & Skills on Executive Remuneratton and for that
on Narrative Reporting We have also met with investors,
representative bodies, government and governance
organisations to discuss wider remuneration 1ssues

Whilst the final regulations have yet to be determined, we
believe that the Company already addresses many of the
proposals Last year's Remuneration report was highly
commended by PwC under the ‘Bullding Public Trust Awards
for FTSE Executive Remuneration Reporting’

We believe that the Remuneration Committee provides a
strong and independent challenge on remuneration At M&S
this was particularly demonstrated with the design of the
revised remuneration framework set out in last year’s report,
which clearly inks reward to Company strategy Our long-
term philosophy for remuneration remains to attract and
retain leaders who are focused and encouraged to deliver
business priorties within a framework that 1s ahigned with
the interests of the Company's shareholders Our practice
therefore 1s to ensure our remuneration provides the
appropriate iIncentives to reward performance that protects
the long-term interests of our stakeholders, and which will
enable us to develop an internationally competitive business,
led by top class professionals

When reviewing the appropriateness of the remuneration
framework this yvear, the Committee considered the incentive
arrangements introduced in 2011 not only in the context of
the business strategy but also against current external
guidetines for executive remuneration As a resu't of this
review, the Cormmitiee agreed that the current framework
remamed approprate and did not require any changes

Despite difficult trading in a year of global economic
turbulence, the Committee was sabisfied that significant
progress was made towards delivery of the key
strategic priorities

Steven Holliday
Chairman of the Remuneration Committee

Remuneration Committee

What 1s the remit of the Remuneration Committee?

The role of the Commuttee is to recommend to the Board

the senior remuneration strategy and framework, giving due
regard to the financial and commercial health of the Company
and to ensure the directors and senior management are farrly
rewarded for therr individual contribution to the Company's
overall performance

The full terms of reference for the Committee can be found
on the Company’'s website at marksandspencer com/
thecompany, with the key responsibilities summarised

as follows

- setling a senior remuneration strategy that ensures the
most talented leaders are recruited, retamed and motivated
to debiver results,

— reviewing the effectiveness of the senior remuneration
policy with regard to its impact and compatibility with
the policy and arrangements throughout the rest of
the orgarnisation,

- determining the terms of employment and remuneration
for executive directors and senior managers, Including
recruitment and termination terms,

- approving the design, targsts and paymeants made for any
annual incentive schemes that include executive directors
and senior managers,

- agreeing the design, targets and annual awards made for
all share incentive plans requinng shareholder approval, and

— assessing the appropriateness and subsequent
achievement of the performance targets relating to any
share incentive plan

In undertaking these responsibiiies, the Committee seeks
independent external advice as necessary To this end the
Committee continued to retain the services of Deloitte LLP
The Committes also seeks internal support from the Charman,
Group Secretary, Director of Human Resources and Head of
Employee Relations and Reward, all of whom may attend the
Committee meetings by invitation, but are not present for any
discussions that relate directly to their own remuneration

The Commuiitee also regularly reviews external data produced
through several surveys and bespoke benchmarking data,
including those published by Aon Hewitt {acting through the
brand of New Bndge Street), KPMG, Monks PwC and
Towers Watson

This Remuneration Report has been prepared on behalf of the Board by the
Remuneration Committee The Commities adepts the principles of good
governance as set out in the UK Corporate Governance Code and complies
with the Listing Rules of the Financial Services Authonty and the relavant
schedules of the Companies Act 2006 and the Directors' Remuneration
Report Regulations in Schedula 8 to The Large and Medium-sized Companies
and Groups {Accounts and Reports) Regulations 2008 Thesa regulations
require the Company's auditors to report on the Audited Information’ in the
report and to state that this section has been properly prepared in accordance
with these regulations For this reason, the report 1s dwvided into audited and
unaudited informatian, and 1s subject to shareholder approva! at the Annual
Ganeral Mesting (AGM) on 10 July 2012
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Part 1: unaudited information

Effectiveness of the Remuneration Committee

Who's on our Committee?

Marks and Spencer Group pl¢

The following independent non-executve directors were
members of the Committee during 2011/12

Rermunaration

Committee

Member From A B
Steven Holliday

(Charman since

8 Sept 2009) 15 July 2004 5] 6
Vindi Banga 1 Sept 2011 3 3
Miranda Curtis 1 Feb 2012 2

(stepped down

Martha Lane Fox 7 Sept 2011) 3 3
Sir David Michels' (retred 29 Feb 2012) 5 3
Louise Patten? {retired 13 July 2011) 2 1
Jan du Plessis 8 Sept 2009 5] 6

A = Maximum number of mestings the director could have attended
B = Nurnbar of maatings the director actuaily attended
1) S« David Michels was unable to attend the Cormmittea rmesting on 7 December 2011

due to overseas business commitments and the Committee meeting on
20 February 2012 due to personal reasons

2) Lowsa Patten was unable to attend the Committee mesting cn 16 May 2011 due to
personal reasons

What has the Committee done during the year?

In Ine with its remit, the following key matters were
considered by the Committee during the year

Regular items

~ approval of the 2011 Directors’ Remuneration report
and review of the outcome of AGM voting for the report,

- review of all share plan performance measures against
2011/12 half year and year end targets, including
ratification of vesting levels for any ‘good leavers’ from
the Company,

- agreement to and finahsation of the vesting level for
the 2009 Performance Share Plan awards,

- review achievement of Annual Bonus Scheme profit
against target and executive directors’ indwvidual
objectives for 2011/12,

- review and approval of all awards made under the
Performance Share Plan, taking into account the
total value of all awards made under this plan,

- review of director shareholding guidelines and
achievement of these for each executive director,

- extensive consideration of advisory bodies' and
institutional investors' current guidelines on
executive compensation,
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— annual review of all execulive directors’ and senior
managers’ base salaries and benefits in ne with
Company principles and ratification of salary increases,

- assessment of the nsk environment surrounding the
Company's current remuneration arrangements,

— design and targets for the 2012/13 Annual Bonus
Scheme, including sign off of Indwmdual objectives for
exacutive directors,

- consideration of tha performance measures and
targets to be apphed to the 2012 Performance Share
Plan awards,

- Committee's reasoning and consideration for vesting and
payment levels clearly articulated to executive directors,

— review of Committee performance in 2011/12, and

- review of Committee terms of reference

Other 1tems.

— consideration of external market developments In
remuneration, including the Department of Business,
Innovation & Skills (BIS) consultation on executive
remuneration and participat:on In the meeting between
44 FTSE 100 companues and 44 pension schemes
attended by Vince Cable, the NAPF and Hermes EQOS,

- assessment of Disguised Remuneration legisiation
and the impact on the opsratien of the Company’s
share plans, .

- review of the impact of pension autc-enrolment on the
current pension arrangements for executive directors,

- agreement to propose the renewal of the Share Incentive
Plan at the 2012 AGM, and

- review of and agreement to amendments to share plan
rules to support the Company’s international strategy

What is the action plan for 2012/137

As a result of the review of the Committee’s performance
and effectiveness, the following actions have been agreed
for 2012/13

— ongoing remuneration traning of the Committae,

- continue focus on shareholder engagement regarding
the remuneration debate,

~ Improve transparency and quality of remuneration
disclosure,

— ensure both long-term and short-term incentives remain
appropriate when reviewed against internal strategy
and other market schemnes, and

~ Improve systermnatic monitonng of outcomes of
past decisions
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Marks and Spencer Group plc

Remuneration report continued

What are the key elements of remuneration for executive directors?
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The Committee considers the key elements in total to ensure there 1s the right balance between reward for short-term success
and long-term growth For executive directors, this can be summansed as follows

Fixed remuneration

Base Pay

Benefits

Variable remuneration

Annual Bonus Scheme
with compulsory deferral
into shares

Performance
Share Plan

Policy for 2012/13

Reviewed agamnst

- salary levels in comparably sized companies
and major retalers e g FTSE 25-75,

- economic climate, market conditions and
Company periormance,

- the level of pay awards in the rest of the
business, and

— tne role and responsibility of the
individual director

- provided on a market-competiive basis
- aligned to total reward structure for
all employees

Polcy for 2012/13

- drve profitability and strategic change
across the whole orgamsation

- stretching targets required to achieve
maximum payment

— Group PBT with an indwvidual
performance element linked to deltvery
of key strategic chjectives

- aligned to shareholder interests through
annual financial performance as well as
delivery of the overall business strategy

- pnmary long-term incentive

- ink ndmadual reward with long-term
performance of the Company

— algned to shareholder interests and specifically
with the Company's stated strategic objectives

— targets based on cumulative EPS (Earnings
Per Share), ROCE (Return on Capital
Employed), and Revenue growth across
UK, International and Multi-channel
business segments

Delivery in 2012/13

- monthly in cash
- reviewed annually with any increases normally
awarded from 1 January

- salary supplement in lieu of membership
of the Group Pension Scheme

- Iife assurance cover

- car or car cash aliowance plus dniver

- all-employee share schemes (Save As
You Earn}

- employee preduct discount

Dehvery in 2012/13

- bonus potential of up to 200% of salary
for ‘maximum’ performance
- B0% of bonus based on Group PBT targets
~ 40% of bonus based on individual objectives
- compulsory deferral of 50% of bonus earned
into shares
- deferred shares vest after three years, subject
to continued employment

- annual awards

- plan provides for an indmidual awards of
up to 300% of salary, although the Committee's
intention 1s that awards will conventionally be
referenced to 250% of salary

- awards may vest after three years subject to
achievernent of performance targets

— each element of performance will be assessed
independently
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Senor remuneration framework

How 1s the senior remuneration framework aligned
to Company strategy?

Marks and Spencer Group plc

The Committes carried out a full and comprehensive review
of the senor remuneration framework in 2010/11 to ensure
that it was aligned to the Company strategy The Company
must continue to be able to attract and retain leaders who
are focused and encouraged to deliver the business priorities
within a framework that continues to be aligned with the
nterests of the Company's shareholders, for example through
bonus deferral and shareholding requirements in addition,
the Committee ensures that incentive plans are effective in
not only delivering the required financial results, but

— are fully aligned to the business strategy,

— dnve behaviours that uphold the Company’s high ethical
standards, and

— adsquately take account of risk

In 2010/11, we actively engaged with shareholders as part
of the consultation and continue to have dialogue with them
on this and the broader remuneration debate

When reviewing this framework in 2012, the Committee
considered the incentive arrangements introduced in 2011
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not only in the context of the business strategy but

also against current external guideiines for executive
remuneration As a result of tus review, the Committee
agreed that the current framework was appropnate and
did not require any changes

In setting the remuneration for directors, the Committee

has the discretion to take into account performance on
environmental, social and governance matters Having
reviewed the performance targets for 2012/13, the Committee
has decided that these should continue to be an integral part
of Individual objectives All executive directors and servor
managers have individual chjectives aligned not only to the
business strategy and operating plan but also to Plan A, the
Company’s environmental and ethical plan

When reviewing executive drectors’ remuneration, the
Comm:ttee considers a range of factors, including the
remuneration policy and arrangements throughout the

rest of the organisation The remuneration framework for
directors below Board levelis fully aligned to that of executive
directors, with the same fong-term and short-term incentive
arrangements (ncluding performance measures), other than
the size of awards and maximum potentials

What 1s the expected value of proposed annual remuneration package for executive directors?

The following charts show the total remuneration package spit between pay at nsk and fixed pay for ‘on-target’

and 'maximum’ performance

Marc Bolland

Other executive directors

'‘On target’ performance
Pay at nsk
® 40% Long-term incentive
® 17% Annual cash bonus
Fixed pay
® 33% Salary
@ 10% Pension provision

‘Maximum' performance

Pay at nsk
® 70% Long-term incentive
® 13% Annual cash bonus

Fixed pay
@ 13% Salary
@ 4% Pension provision

‘On target’ performance
Pay at nsk
® 41% Long-term mncentive
® 17% Annual cash bonus
Fixed pay
® 34% Salary
® 8% Pension provision

'Maximum’ performance
Pay at nisk
® 69% Long-tarm incentive
® 14% Annual cash bonus
Fixed pay
@ 14% Salary
® 3% Pension provision

The value attributed to long-term incentives in the above charts represents the expected net present value of bonus that
1s cornpulsorily deferred into shares and awards made under the Performance Share Plan

The charts exclude specific awards made in the context of recruitment that do not form part of the normal annual package
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Remuneration report continued

What are the details of fixed remuneration?

Marks and Spencer Group plc

Executive directors

Salary

In reviewing executive director salary levels for 2012, the
Committee considered current market conditions, the
Company's performance in 2011/12 and the principles
applying to decisions on general salary increases across the
rest of the organisation (to ensure that the approach taken In
determining any Increase was consistent with the principles
applied below the Board) Again, as per last year, Marc
Bolland proposed not to receve any salary increase, which
the Committee agreed For other executive directors, the
Committee agreed specific individual increases in the range
of ¢ 3% - 4%, based on a number of factors including
individual performance and external market data for the role
This approach Is totally in line with the wider Company policy

where individuals who achieved higher personal performance

ratings were eligible to receive ncreases of 3% ~ 4% Current
annual salaries for 2012 for executive directors are shown in
the Contract terms table on page 62

Benefits

Where applicable, executive directors (other than the CEQ)
receive a 25% salary supplement in ieu of membership of
the Group Pension Scheme (the CEO receives a salary
supplement of 30%), with life assurance provided through a
separate policy Each executive director also receives a car
or car cash allowance and is offered the benefit of a driver
The value of the benefits and allowances for each director is
shown within the Directors’ emoluments table on page 65
Employee product discount 1s also received but no speciiic
value 1s placed on this all-employee benefit

John Dixon was the only executive director who was a
member of the Company's Defined Benefit Pension Scheme
during the year, but chose to opt out of the scheme in
February 2012 Until this date, he also received a 25% salary
supplement on his non-pensionable salary Full detalls of his
pension benefits earned under the scheme for the year can
be found on page 67

Chairman

The fee for the Chairman reflects the level of commitment
and responsibility of the role and 1s determined by the
Remuneration Committee and other members of the Board
The fee 15 paid monthly in cash, inclusive of all committee
roles and 1s not performance related nor pensicnable

A review of existing fees in January 2012 concluded that
£450,000 remained approprate for the role and so no
Increase was awarded during the year The Chairman

1s entitled to the use of a car and driver, provided by the
Company He may benefit from employee product discount
on the same terms as other employees

Non-executive directors

The fees for non-executive directors are determined by the
Charrman and executive directors Fees are set at a |level that
ensures the Company can attract and retain individuals with
the required skills, experience and knowledge so that the
Board 1s able to effectively carry out its duties
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The fees recognise the responsibiiity of the role, the ime
commitments required and are not performance refated nor
pensionable They are paid monthly in cash and there are no
other benefits other than employee product discount on the
same terms as other employees

A full review of non-executive director fees was carried

out in 2010 which resulted In a rewision to the fee structure
This structure was again reviewed in January 2012 with the
conclusion that the fees remaned appropriate for the role
No changes were therefore made in 2011/12 to either the
basic annual fee or that for the role of committee chairman
or Senor Independent Director

The current fee structure 1s as follows

Basic annual fee £70,000
Committee Chairman £15,0002
Senior Independent Director £100,000"

1} Inclusve of all committes memberships
2) Audit and Remuneration Commitiee only and in addition to tha basic annual fee

The annual fees for non-executive directors are shown in
the Contract terms table on page 62 and the Directors’
emoluments table on page 65 shows the fees paid durning
the year to each non-executive director

What are the details of the short-term and long-term
incentive schemes (variable remuneration)?

Annual Bonus Scheme' short-term incentive
Deferred Share Bonus Plan long-term incentive

Annual Bonus Scheme structure for 2012/13

The Annual Bonus Scheme Is reviewed each year and 15
structured to drive indwidual performance and profitability
across the whole organisation The bonus potential for
executive directors is up to 200% of salary for ‘maximum’
performance For all senior managers there 1s a compulsory
deferral into shares which vest after three years, subject to
continued employment For executive directors, this deferral
into Company shares equates to 50% of therr bonus Further
detalls of the Deferred Share Bonus Plan ¢an be found in note
13 to the financia! statements on page 92 of this Annual Report

For 2012/13 the mix of performance measures remains
unchanged Underlying Group profit betore tax {Group PBT)
remains the pnmary performance measure, with 60% of the
annual bonus being determined by performance agamst
demanding profit targets set by the Committee at the start
of the year The balance of 40% will relate to performance
against indvidual objectives independent of Group PBT

The Committee believes that this approach provides an
appropriate focus on annual profitability objectives while
ensunng that directors continue to be focused on driving
the changes in the business which underpin the Company’s
medium-term strategy

Group PBT targets

As in previous years, the Group PBT targets have again
been set taking into consideration the Company’s own
internal operating plan, external forecasts for the retall sector
and analysts' profit forecasts For the highest payment levels
under this measure there will need to be very significant
outperformance of the operating plan
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Individual objectives

The setting of quantifiable and challenging ndividual
objectives and the associated performance targets are
subject to rigorous annual review by the Committee at the
time they are set for the year ahead, and at the end of the
year when assessments of parformanca are undertaken

The 2012/13 ndividual objectives will continue to be aligned
to the Company's strategic plan and the specific workstreams
that underpin it

Each executive dirgctor will be assessed on the basis of
targets set in relation to four clearly defined business
objectives Two of these will be 'collective’, so that all
directors are focused on these common geals, encouraging
collaboration across the senior management group Within
these, each director will have specific actions/targets Due to
therr mportance, these two ‘collective’ objectives will remain
as per last year, namely

- gelivery against UK operating plan cost targets, and
- progression against Plan A goals

The remaining two individual objectives for 2012/13 will relate
to specific workstreams relevant to each executive director's
business area, or to key operating challenges By way of
Mustration, these may include objectives that are focused on
innovation and value, logistics and supply chamn and brand
recogniiton, N adaition to those objectives that are aligned to
bulding our mutti-channel capabilities and becoming an
international retarler

Quantifiable performance metrics have been established
for each objective and the Committee has agreed both
‘threshold’ and ‘stretch’ targets that must be achieved to
demonstrate value-added performance

In keeping with the principle that has applied for a number of
yaars, no indwidual abiective component of the bonus may

Performance Share Plan Awards 2012/13

Marks and Spencer Group plc
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be earned unless a ‘threshold’ level of Group PBT has been
achieved, subject to the Committee’s overall assessment

of the performance of the business during the period Given
the importance of the Individual objectives to the long-term
success of the business, the Group PBT ‘threshold’ for this
purpose 1s set below the entry point for the Group PBT
performance target range This 15 N ine with the bonus policy
for the rest of the organisation which maintains the important
principle that below a defined level of performance, no bonus
will be earned

Performance Share Plan (PSP) structure for 2012/13
The Performance Shara Ptan will continue to be the primary
long-term incentive for executive directors and senior
managers in the Company The maximum indwvidual award
opportunity 1Is 300% of salary, although the Committee's
INntention continues to be that awards will be conventionally
referenced to 250% of salary

The Committee has again reviewed the performance
measures for this plan and therr aignment to the business
strategy The Committee concluded that the balanced score
card of measures, including the weighting established last
year, continue to be appropriate as set out in the table below

For awards to be made in 2012/13, the Committee recalibrated
the target ranges for ROCE and Revenue For ROCE, the
Committee reduced the bottom end of the target range to

15 0% (n line with the reduction in the Company’s cost of
capital since the 2011/12 awards were made) whilst mamtaining
the upper end of the target range at 18 0%, which represents a
significant level of stretch  For Revenue, in line with the
anncunced reallocation of capital expenditure and an ambition
to dnve faster International and Multi-channel growth, while
continuing to protect the core UK market, the Committee
ncreased the Infernational and Multi-channel target ranges,
with the overall Revenue target remaining unchanged

For awards made in 2012/13, the performance metrics and targets are as follows

Parformance metnc Commercial rationale

Basis of measurement
Based on cumulative underlying basic EPS

EPS Ensure focus on bottom-hne performance over the three-year performance perod
Vasting based on average BOCE (%) over the
three-year performance perod against

ROCE Rewards efficient use of capital pre-determined targets

Encourage top-line growth 1n ine with

Based on strategic growth targets
- 10% on UK
- 10% on Mutti-channel, and

Ravenue business strategy - 10% on International
ROGE Ravenue (FY15 - €m)
% Vasung® Cumutative EPS ip} (%) UK? Mudti-channg? tmernatonar
Weighting {% of tolal award) 50% 20% 10% 10% 10%
‘Threshold' performance 20% 110p 15 0% £8,900m £800m £1,300m
'Maximum’ performance 100% 130p 18 5% £9,600m £1,000m £1,700m

1} % Vesting 1s a straight ine between threshold and maximum parformance
2) Excluding Multi-channel

3) Net of VAT/gross of raturns

4) Excluding Mult channal/including Republic of Iretand

The abova targets do not taka into consideration the change n ihe Group § ACCOUNNNG treatment referred to in note 29 to the financiat statementis on page 106

as tnis evant occurred atter 1ha reporting penod
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Remuneration report continued

Executive Share Option Scheme: long-term incentive
The scheme was adopted at the 2005 AGM, but there 1s
currently no intention to use the scheme on a regutar basis
No grants have been awarded under the Executive Share
Option Scheme for 2011/12 The Commitiee will continue to
review the use of the scheme and retains the flexibility to
grant awards under the scheme If appropriate

All cutstanding awards met their performance targets in
previous years and are exercisable by participants Indwidual
executive directors have options granted in 2004 under the

Marks and Spencer Group plc
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All-Employee Share Schemes long-term incentive
Executive directors can participate in Sharesave, the
Company's Save As You Eam (SAYE) scheme which 1s
open to all employees The current scheme was approved
by sharehoclders for a ten year period at the 2007 AGM

The scheme 1s subject to HMRC rules which imit the
maximum monthly savings to £250 When the savings
contract i1s started, options are granted to acquire the number
of shares that the total savings will buy when the contract
matures, at a discounted price set at the start of the scheme

2003 scheme as shown in the table on page 66

Options cannot normally be exercised untl a mmmum of
three years have elapsed

The details of the options granted to executive directors are
shown in the table on page 66

What were the outcomes in 2011/12 for the short-term and long-term incentive schemes?

Annual Bonus Scheme outcome for 2011/12
In 2011/12, 80% of the executive directors’ bonus was based on Group PBT performance with the remaining 40% based on the
achievernent of Individua! objectives, independent of Group PBT (and subject to achieving the ‘threshold’ Group PBT target)

Summary of Objectives (total}

2011712 Marc Bolland Kate Bestock John Dixon Steven Sharp Alan Stewart Laura Wade-Gery

Financial Group PBT Group PBT Group PBT Group PBT Group PBT Group PBT

Measure

Collective Total UK Total UK Total UK Total UK Total UK Total UK

Objectives operating costs operating costs operating costs operating costs operabing costs aperating costs
GM Focd New store Finance, IT & E-Commerce
operating costs operating costs environment Logistics operating costs

project costs operating costs

Indmdual Plan A Individual Plan A Individual Plan A Individual Plan A Indwvidual Plan A Individual Plan A

objectves objectives objectives objectves objectives objectives

Examples ~ Developed — Relaunched - Improved - Developed - Lead strategic - Delivered key
of muiti-channel GM sub-brands n-store sub-brand review of GM rmilestones towards
achievement capability and drove GM avalability and identties and logistics and our new
against {organisation, market share drove innovation delivered merchandise multi-channel
business new platform across new and communication planning systems  platform
area targets and international existing ranges plans

websites)

- Developed an - Segmented — Prowded greater - Delivered a - Improved - Through nnaovation,
international Home into customer chaice  more INspinng organisational provided our
organisation festyle shopping alignment and customers with
(people, process categories environment accountability greater access o
structure) and customer with new our products

expenence management

reporting system

|
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Group PBT objective (60% of total)

As In previous years, Group PBT targets were set by the
Committee at the start of the year by reference to the
Company's own internal operating plan, externai forecasts
for the retasl sector and analysts’ profit forecasts For there

to be any payment under the Group PBT measure in 2011/12,
there was a requirement not only for year-on-year Group PBT
growth but also outperformance of the operating plan The
underlying Group PBT performance of £705 &m did not meet
the ‘mimmum’ target, resulting In no bonus payment under
the Group PBT element

Individual cbjectives (40% of total)

Each executive director had four indwvidual objectives for
2011/12 which directly referenced the long-term strategy

of the business, each accounting for 10% of the total bonus

‘Collectve’ iIndividual objectives (20% of total)

Of the iIndividual objectives, two were 'collective’ 1 e individual
targets for each director under shared objectives, so that all
directors focused on common goals, encouraging
collaboration across the senior management team

The performance of each of the directors has been

reviewed by the Committee against the quantifiable individual
performance targets which were established and agreed at
the start of the year

— Delivery against UK operating plan cost targets

As set out on page 35, overall performance in this area
was strong, with operating plan cost increases within the
range of nternal projections Based on the Committee’s
assessment of performance against the individual targets
under this obyective, payouts to directors were In the range
8% - 10% of maximum bonus opportunity, equating to
16% — 20% of salary

— Progression in implementing Plan A commitments

As discussed on page 30, the Company has continued to
make good progress against our Plan A goal of becoming
the world’'s most sustainable major retaller Based on the
Committee’s assessment of performance aganst the
indmidual targets under this objective, payouts to directors
were in the range 5% — 10% of maxamum bonus
opportunity, equating to 10% - 20% of salary

Summary of bonus earned for 2011/12

Marks and Spencer Group plc
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Business area individual objectives (20% of totaly

The remaining two objectives related to specific workstreams
relevant to the director's business area for which they have
primary responsibility Performance against these objectives
was reviewed by the Commitiee against quantifiable

indwidual performance metncs that were established for each
director at the start of the year Based on the performance
against these targets, the Committee determined payouts

to directors in the range 7 5% — 16 5% of maximum bonus
opportunity, equating to 15% — 33% of salary The Committee
believes that this level of payout suitably reflects the
significant achievement during the year towards the execution
of the Company's key strategic long-term goals

Summary of bonus earned for 2011/12

As outlined In last year's report, and In keeping with the
principle that has applied for a number of years, no individual
objective companent of the bonus would have been payable
unless a ‘threshold’ level of Group PBT was achieved Given
the impoertance of the individual objectives to the success of
the business, the Group PBT ‘threshold’ for this purpose

was set baelow the entry paint for the Group PBT performance
target range and was achieved In additon, the Committee
also considered the overall performance of the business
during the year across a seres of measuras and believes that
the bonus payments made for the achievement of objectives
are appropriate In ight of this performance in the context of a
challenging year for our business and the wider retal sector
This approach was applied to the rest of the organisation,
allowing for all ehgisle employess to recelive a bonus

The table below summanses the bonus payments for each
director for 2011/12

Collectve Business area
Group PET target objectives objectives Total bonus earned
% of salary % of salary £000
Maximum bonus potential 120% 40% 40% 200% -
Actual bonus earned
Marc Bolland 0% 35% 33% 68% 663
Kate Bostock 0% 35% 16% 54% 328
John Dixon 0% 40% 32% 72% 405
Steven Sharp 0% 36% 24% 60% 405
Alan Stewart 0% 36% 25% 61% 346
Laura Wade-Gery' 0% 30% 30% 60% 243

1) Total bonus earned based on nina months workead in 2011712
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Performance Share Plan outcome for 2011/12
2009 Award Final Measurement

Marks and Spencsr Group plc
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The underlying basic EPS figure for 2011/12 was 34 9p which was above the 'threshold’ target of RPI+3% but below
‘maximum’ performance, resulting in 34 95% vesting for awards up to 200% of salary and 28 97% vesting for awards between

200% and 400% of salary

The targets for all outstanding awards are shown in the tables below

2009 and 2010 Awards

Average annuat EPS growth in excass of mflation (RP)

Award 20% vesting' 100% vasting' EPS for start of scheme
2009 {awards up 1o 200% of salary) 3% B% 28 Op
fawards between 200% and 400% of salary) 3% 8% 28 Op
2010  (awards up to 200% of salary) 3% 9% 30 Op?
{awards between 200% and 400% of salary) 4% 12% 30 Op’
1) The EPS for the start of the 2010 scheme I1s based on the 52 week result ensuring a Iike-for like moasure
2011 Award
ROGE Ravenue (FY14 — Lm}
% vesting'  Cumulatve EPS (p) {%) U@ Mutti-channeP Internatonalt
Waeighting (% of total award) 50% 20% 10% 10% 10%
'Threshold’ performance 20% 110p 17 0% £9,200m £700m £1,100m
‘Maximum' performance 100% 130p 18 5% £8,900m £1,000m £1,400m
1) % Vesting 1S a straight kne betwseen threshold’ and maxmum performance
2) Excluding Multi-channel
) Net of VAT/gross of returns
4) Excluding Multi-channel/ingluding Repubhc of Iraland
Board appointments and contracts
Contract terms and current annual salanes/fees for all current members of the Board
Current Annual
Basic Commitise annual salary/fee
Date of Notice penod/ salary/fea chay fee salary/fea 201 Change'
appontment unexpired term £000 £000 £000 £000 £000
Chairman
Robert Swannell 23/08/2010 6 mths / 6 mths 450 - 450 450 -
Chief Executive Officer
Marc Bolland 01/05/201¢ 12 mths / 6 mths 975 - 975 975 -
Executive directors
Kate Bostock 10/03/2008 12 mths/ 6 mths 608 - 608 590 18
John Dixon 09/09/2009 12 mths /6 mths 562 - 562 540 22
Steven Sharp 08/11/2005 12 mths /6 mths 675 - 675 655 20
Alan Stewart 28/10/2010 12 mths / 6 mths 567 - 567 550 17
Laura Wade-Gery 04/07/2011 12 mths /6 mths 541 - 541 - -
Non-executive directors
Vind Banga 01/08/2011 3 mths /3 mths 70 - 70 - -
Miranda Curtis 01/02/2012 3 mths / 3 mths 70 - 70 ~ -
Jeremy Darroch 01/02/2006 3 mths / 3 mths 70 15 85 85 -
Martha Lane Fox 01/06/2007 3 mths /3 mths 70 - 70 70 -
Steven Holliday 15/07/2004 3 mths / 3 mths 70 15 85 85 -
Jan du Plessis 01/11/2008 3 mihs / 3 mths 100 — 100 70 30

1) All changes to satanes and fees wera effective 1 January 2012 except that for Jan du Plassis which was affactve from 1 March 2012 when ha bacame Senior Independent Director
Laura Wade-Gery was appointad on a salary of £525 000 and received an increase of £16 000 on 1 January 2012
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What are the current service contracts and terms
of employment for directors?

Marks and Spencar Group plc

What are the executive directors’ external
board appomntments?
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Executive directors

All executive directors and senior managers have service
contracts that can be terminated by the Company giving 12
months' notice and by the employee giving six months’ notice

The Company retans the nght to terminate the contract of
any executive director summarily, In accordance with the
terms of their service agreement, on payment of a sum egual
to the contractual natice entittement of 12 months' salary and
specified benefits In line with best practice, for all current
executive directors the Cormpany reserves the right on
termination to make phased payments which are paid in
monthly instaiments and subject to mitigation Entitlement to
participate in share schemes ceases on termination

Chairman
Robert Swannel has an agreement for service which requires
six months' notice by either party

Non-executive directors

Non-executive directors have an agreement for service with
the Company for an initial three-year term, which can be
terminated on three months' notice by ether party

What were the changes to the Board during the year?

Directors appointed to the Board

Laura Wade-Gery

Laura Wade-Gery was appainted Director, Multi-channel
E-commerce on 4 July 2011 Her remuneration package Is
consistent with the structure for executive directors outlined
in this report, and the fult terms of her package, including
awards made to facilitate her appointment were disclosed in
last year's report

Vind Banga and Miranda Curtis

Vind: Banga and Miranda Curtis joined the Board of

Marks and Spencer Group plc as non-executive directors on
1 September 2011 and 1 February 2012 respectively They
both receive a basic annual fee of £70,000 in line with the
structure set out on page 58

Jan du Plessis

Following Sir David Michsls retirement from the Board,

Jan du Piessis was apponted Senior Independent Director
on 1 March 2012 As a result of this appomtment his annual
fee increased from £70,000 to £100,000 in ine with the
structure set out on page 58

Directors retiring from the Board

Sir David Michels and Louise Patten

Sir David Michels, Deputy Chairman and Senior Independent
Director, retired from the Board on 29 February 2012
following his second three-year term

Lowse Patten served as a non-execulive direcior from 2006
until 13 July 2011, when she retired from the Board

The Company recognises that executive directors may be
invited to become non-executive directors of other
companies and that these appointments can broaden thetr
knowledge and experience to the benefit of M&S The
individual director retains the fee, the details of which are
shown below for this financial year

Feg

Company £000
Marc Bolland! Manpower inc 117
Steven Sharp Adnams plc 28
Laura Wade-Gery? Trinity Mirror plc 30

1) Marc Bolland s fee 1s pard In cash and stock units and in US doliars For purposes
of thig table the valuas ware convarted to Sterng usmg tha TS epot rate as at
30 March 2012 for stock units and the average roling E § rate dunng the year for
cash payments

2) Laura Wade-Gery stepped down from the Board of Tnnity Murror plc ort 10 May 2012

Directors’ interests

What are the directors’ interests in the Company?

The beneficial interests of the directors and connected
persons In the shares of the Company are shown below
Options granted under the Company share schemes are
shown in Part 2 of this report Further information regarding
employee share opton schemes 1s given in note 13 to the
financial statements on page 92 of the Annual Report

There have been no changes In the directors’ interests In
shares or options granted by the Company and its
subsidiaries between the end of the financial year and

23 May 2012 No director had an intergst in any of the
Company’s subsidiaries at the beginning or end of the year

Orainary shares as

at 3 Apnl 2011 Ordinary

for at date of shares as at

appaintment) 31 March 2012

Robert Swannell 70,000 100,000
Marg Bolland 147,430 147,430
Kate Bostock 182,514 187,243
John Dixon 102,529 156,295
Steven Sharp 387,808 397,044
Alan Stewart 10,000 10,000
Laura Wade-Gery - 55,055
Miranda Curtis - 5,500
Vindi Banga - 2,000
Jeremy Darroch 2,000 2,000
Martha Lane Fox 20,100 20,100
Steven Holliday 2,500 2,500
Jan du Plessis 20,000 20,000
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Remuneration report continued

What is the shareholding policy for executive
directors?

Marks and Spencer Group plc

All executive directors are required to hold shares equivalent
in value to a minimum percentage of ther salary {200% for
the CEC and 100% for all other executive directors} within a
five-year penod from the date of therr appointment The
relevant salary 1s at date of appointment and the share market
value 1s measured at the current date Shares ncluded in this
measure are the directors’ interest n the Company plus the
net value of any unexercised awards under the Deferred
Share Bonus Plan and Restricted Share Plan

As at 31 March 2012, the measurement for each director was
as follows

Tima trom % of salary

dats of eppomntment Target Actual
Marc Bolland 1 year / 11 months 200% 142%
Kate Bostock 4 years / 1 month 100% 267%
John Dixon 2 years / 7 months 100% 235%
Steven Sharp 6 years / 5 months 100% 523%
Alan Stewart 1 year / 5 months 100% 46%
Laura Wade-Gery -/ 9 months 100% 152%
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Dilution imits

What 1s the current 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 All
other share plans are met by market purchase The Company
monitors the number of shares issued under these schemes
and theirr impact on dilution irmts The Company’s usage of
shares compared to the relevant diluticn Imits set by the
Association of British Insurers (ABI) in respect of all share
plans (10% n any roling ten year period) and executive share
plans (5% in any roling ten year period) as at 31 March 2012
was as follows

All share plans

Actual 631%

Lirit 10%

Executive share plans

Total shareholder return

Perfermance graph

Actual 0 98%
Limit 5%

The graph illustrates the performance of the Company against the FTSE 100 over the past five years The FTSE 100 has been
chosen as 1t s a recognised broad equity market index of which the Company has been a member throughout the penod
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Part 2. audited information
Directors' emoluments
Cash  Compensatory Drvidend Total Total
Salary/fes’ alowance? awards® Benefus* acuvalents Bonus® 2012 2011
£000 £000 £000 £000 £000 £000 £000 £000
Chairman
Robert Swanne! 450 - - 1 - - 451 128
Chief Executive Officer
Marc Bolland a75 297 - 40 38 332 1,682 4,382
Executive directors
Kate Bostock 595 166 - 19 - 164 944 1,017
Jehn Dixon 546 82 - 7 54 202 891 833
Steven Sharp 660 166 - 36 - 203 1,065 1,138
Alan Stewart 554 139 - 32 7 173 205 412
Laura Wade-Gery 366 111 741 7 - 122 1,377 -
Non-executive directors
Vindi Banga a1 - - - - - 41 -
Miranda Curtis 12 - - - - - 12 -
Jeremy Darroch 85 - - - - - 85 76
Martha Lane Fox 70 - - - - - 70 68
Steven Holliday 85 - - - - - 85 81
Jan du Plessis 73 - - - - - 73 68
Diractors retinng from the board
dunng the year
Sir David Michels a2 - - - - - 92 209
Louise Patten 23 - - - - - 23 68
Total 4,657 961 741 142 a9 1,196 7,796 8,480

1) Executive director salary ncreases where applicable were effactive from 1 January 2012 as set out on page 58 and in the Contracts table on page 62

2] Tha elemants shown in the Cash aliowance column of the table include pension supplemant and car allowance as applcable to each director and are descnbed on page 58
3) Tha Compensatory awards for Laura Wade-Gery includs £335 000 in cash and £406 000 1n shares for bonus and share awards that would have vested in 2611 had sha remaned
with her previous employer {as detaled in last year s report)

4) The elements shawn in the Benefits column of the table inciude car Ide assurance and dniver as applicabla to sach drector and are desenbed on page 58

5) For executive directors, 50% of the tatal banus sarnad (shown on page 62) is paid in cash as shown in the table above The remairing 50% 15 deterred into shares which will be
granted n June 2012 Laura Wade Gery s bonus Is based on nine months worked in 2011/12
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Directors’ interests in long-term incentive schemes
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Maximum
ophons Share Share
racenable at Ogtions  Options Options Maximum pnce  prica on
3 Apnl 2011 granted exercised lapsed options Option  ondate date of
Data of or dats of dunng dunng dunng recewabla at price of award exercise
grant appointment tha year the ysar tha year 31 March 2012 ()] p) ) Cpton penod
Chief Executive Officer
Marc Boltand
Performance Share Plan'  09/06/10 1,143,024 - - - 1,143,024 00 3412 - 09/06/12 - 08/06/20
09/06/10 1,143,024 - - - 1,143,024 00 3412 — 09/06/13 - 08/06/20
25/07/11 - 687,200 - - 687,200 00 3547 - 25/07/14 - 24/07/21
Deferred Share Bonus Plan 08/06/11 - 162,263 - - 162,263 00 3784 - 09/06/14 - Q8/06/21
Restricted Share Plan? 08/06/10 146,541 - - - 145,541 00 3412 - 05/12/11 - 08/06/20
08/06/10 146,542 - - - 146,542 00 3412 —~ (08/06/12 - 08/06/20
SAYE 25/11/10 2,821 - - - 2,821 3190 39786 - 01/01/14 - 30/06/14
Total 2,581,952 849,463 - - 3,431,415
Executive directors
Kate Bostock
Performance Share Plan'  09/06/08 262,054 - - 262,054 - 00 3816
09/06/09 349,528 - - - 349,528 00 2861 - 09/06/12 - 08/06/19
09/06/10 337,045 - - - 337,045 00 3412 - 09/06/13 - 08/06/20
25/07/11 - 415,844 - - 415,844 00 3847 - 25/07/14 - 24/07/21
Deferred Share Bonus Plan 09/06/10 242 672 - - - 242672 00 3412 - (09/06/13 - 08/06/20
09/06/11 - 102,439 - - 102,439 00 3784 - 09/06/14 - 08/06/21
Executive Share
Option Scheme 24/11/04 249,627 - - - 249,627 3365 3365 - 24/14/07 - 23/11/14
SAYE 21/11/08 4,729 - 4,729 - - 2030 2526 3336
Total 1,445,655 518,283 4,729 262,054 1,697,155
John Dixon
Performance Share Plan'  09/06/08 144,129 - - 144,129 - 00 3816
09/06/09 314,575 - - — 314,575 00 2861 - 09/06/12 - 08/06/19
24/11/09 26,178 - - — 26,178 00 3820 - 24/11/12 - 23/11/19
09/06/10 300,410 - - - 300,410 00 3412 - (9/06/13 - 08/06/20
25/07/11 - 380,603 - - 380,603 00 3547 - 25/07/14 - 24/07/21
Deaferred Share Bonus Plan 08/06/08 10,809 - 10,809 - - Q0 3816 3150
09/06/10 223,054 - - - 223,054 00 3412 - 09/06/13 - 08/06/20
09/06/11 - 98,039 - - 98,039 00 3784 - 09/06/14 - 08/06/21
Restricted Share Plan® 09/06/08 86,477 — 86,477 - - 00 3816 3150
Executive Share
Option Scheme 20/07/04 25,935 - - - 25935 3470 3470 - 20/07/07 - 19/Q7/14
SAYE 21/11/08 8.251 - - - 8,251 2030 2526 - 01/01/14 - 30/06/14
Total 1,139,818 478,642 97,286 144,129 1,377,405
Steven Sharp
Performance Share Plan'  09/06/08 592,243 - - 592,243 - Q0 3816
09/06/09 394,966 - - - 394,966 00 2861 - (9/06/12 - 08/06/19
Q9/06/10 375,146 - - - 375,146 00 3412 - 09/06/13 - 0B8/06/20
25/07/11 - 461,657 - - 461,657 00 3547 — 25/07/14 - 24/07/21
Deferred Share Bonus Plan 09/06/10 267,291 - - - 267,291 00 3412 — 09/06/13 - 08/06/20
09/06/11 - 113,724 - - 113,724 Q0 3784 - 09/06/14 - 08/06/21
Executive Share
Option Scheme 20/07/04 302,583 - - - 302,593 3470 34790 - 20/07/07 - 19/07/14
24/11/04 104,010 - - - 104010 3365 3365 — 2411/07 - 23/11/14
SAYE 21/11/08 4,729 - 4,729 - - 2030 2526 3504
24/11/11 - 3,488 - - 3,488 2580 3224 - 01/01/15 - 30/06/15
Total 2,040,978 578,869 4,729 592,243 2,022,875




Governance

Marks and Spencer Group plc

Annual report and financial statements 2012

67

MBIAJIAN

Mol sibaene

Directors’ interests in long-term incentive schemes {continued)

Maxirmum
options Share Share
recevaple at Optiors  Options Options Maxinum pRce  prce on
3 Apnl 2011 granted  exercised lapsed options Option  ondate  date of
Date of or date of dunng dunng dunng recervable at pnce  of award exercisa
grant  appointment tha year  the year tha year’31 March 2012 [(2)] p) Option penod
Alan Stewart
Performance Share Plan 24/11/10 144,432 - - - 144,432 00 3808 - 241113 - 23/11/20
25/07/11 - 387,651 ~ - 387,651 00 3547 - 25/07/14 - 24/G7/21
Deferred Share Bonus Plan 09/06/11 - 39,789 - - 39,789 00 3784 - 09/06/14 — 08/C6/21
Restncted Share Plan? 24/11/10 39,350 - - - 39,390 00 3808 — 2411/11 - 23/11/20
241110 39,391 - - - 39,391 00 3808 - 23/11/12-23/11/20
SAYE 24/11/11 - 3,488 - - 3,488 2580 3224 - 01/01/15 - 30/06/15
Total 223,213 430,928 - - 654141
Laura Wade-Gery
Performance Share Plan 25/Q7/11 - 444,037 - - 444,037 Q0 35647 - 25/07/14 - 24/Q07/21
Restncted Share Plan? 25/07/11 - 119,751 - - 119,751 00 3547 — 25/07/12 - 24/07/21
25/07/11 - 126,225 - - 126,225 00 3547 — 25/07/13 - 24/07/21
25/07/11 - 77877 - - 77,677 00 3547 - 25/07/14 - 24/07/21
Total - 767,690 - - 767,690

1) The 2008 Performance Share Plan Award did not meat the minimum EPS target of RPI +3% and so all awards iapsad on 8 June 2011 For awards dus to vest on 9 June 2012
vasting will be as follows awerds up 1o 200% of salary vesting wall ba 34 95% awards batween 2QQ% and 400% of salary vestng wil e 28 97% The axplanaton of the
performance gritena attached to the Performance Share Plan 1s set out on page 62 and has been auditad

2) Thase awards ware made in connaction with the directors' appointmsnt to compansate them for incentive awards that were forfaited on cessation from their previcus ernployer

3) John Dixon was awarded these Restricted Shara Plan cptions before he was appointed exacutive director
The market price of the shares at the end of the financial year was 379 Op the highest and lowest share price dunng the finanaial year were 402 2p and 301 8p respectively

Directors’ pension information

a) Pension benefits

John Dixon 1s the only executive director who was a member of the Company's Defined Benefit Pansion Scheme dunng
2011/12 He opted out of the scheme on 1 February 2012 Details of the pension eamed by him during the year ending
31 March 2012 are shown below

Additona! Jranster Transfer Increase in

Accrued Accruad Additional  psnsion earned valug of value of ingraase N transfer valua

pensian pension pension dunng the accrued accrued transfer value dunng tha

entitlement at  entitlemant at aarned dunng penod above pension at pension at dunng the penod above

Age as at 2 April 2011 31 March 2012 the parod nflation 2 Aprl 2011 31 March 2012 penod nflation

Narne 31 March 2012 £000 £000 £000 £000 £000 £000 £000 £000
John Dixon a4 126 130 4 2 1,417 1,830 413 23

The accrued pension entitiement 15 the deferred pension amount that the director woulid receive at age 60 if he left the
Company on 31 March 2012 The Listing Rules require this to be disclosed excluding inflation

All transfer values have been calculated on the basis of actuanal advice in accordance with the current Transfer Value
Regulations The transfer values of the accrued entitiement represent the value of the assets that the pension scheme would
transfer to another penston provider on transferrning the scheme's labiity in respect of the director's pension benefits They do
not represent sums payable to the director and therefore cannot be added meaningfuliy to annual remuneration The ncrease
in transfer value 1s the increase in the transfer value of the accrued benefits dunng the year

b) Payments to former directors

Details of payrments made to former directors dunng the year are

2012 2011
Untunded pansions £000 £000
Clinton Silver 114 1119

entilement for Clinton Silver is supplemented by an additional unfunded pension paid by the Company

the Board
Steven Hoiliday, Chairman of the Ré
London

21 May 2012

Committee
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Other disclosures

Principal activities and Business review -~ 1,297,912 shares under the terms of the 2002 Executive
Marks and Spencer Group plc (the ‘Company’) 1s the holding Share Option Scheme at pices between 256p and 352p
company of the Marks & Spencer Group of companies (the - 19,345,308' shares under the terms of the United Kingdom
'Group’} Marks & Spencer 1s the UK's largest clothing retaller Employees’ Save As You Earn Share Option Scheme at
with 731 stores across the country We sell high-quality, great prices between 203p and 559p

value food, homeware and clothuing and are the UK market

Restrictions on transfer of secunties
leaders in womenswear, ingerie and menswear However our

customers shop with us — In stores, online or by phone - There are no specific restrictions on the transfer of securittes in
we aim to provide the best and most convenient shopping the Company, which 1s governed by the Articles and prevaling
experience from purchase through to delivery With 387 stores  1egisiation Noris the Company aware of any agreements

in 43 terriionies across Europe, the Middle East and Asia, we between holders of secunties that may result in restrictions on
are growing our International presence to make the M&S brand the transfer of secunties or that may result in restngctions on
maore accessible to customers around the world voting rights

The Compantes Act 2006 requires the Company to set out in Vanation of nghts

this report a farr review of the business of the Group dunng the  Subject to applicable statutes, rnights attached to any class
financial year ended 31 March 2012 including an analysis of the  of share may be varied with the written consent of the holders

position of the Group at the end of the financial year, and a of at least three-quarters iIn nominal value of the 1ssuad shares
description of the principal risks and uncertainties facing the of that class, or by a special resolution passed at a separate
Group {known as a ‘Business review') general meeting of the shareholders

The mformation that fulfils the Business review requirements Rights and obligations attaching to shares

are incorporated by reference and can be found inthe following gy pect 1o the provisions of the Companies Act 2006, any
sections resotution passed by the Company under the Companies Act
- Chairman’s statement on pages 2 and 3 2006 and other sharcholders' rights, shares may be issued

- Overview on pages 2 to 7 with such rights and restrictions as the Company may by

- Strategic review on pages 8 to 33 ordinary resolution decide, or {if there 1s no such resolution or
— Prnncipal nsks and uncertanties on pages 45 to 47 s0 far as 1t does not make specific provision) as the Board (as
— Financtal nsk management on pages a7 to 102 defined in the Articles) may decide SUb]eCt to the Articles, the

— Social, environmental and ethical matters on pages 30 to 31 Companies Act 2006 and other shareholders’ nghts, unissued
shares are at the disposal of the Board

More information 1s given in the How We Do Business report p forthe C buying back

avallable on our website at marksandspencer com/ owers for the Company 1ssuing or buying back its

hwdbreport2012 own shares

Pages 1 to 72 inclusive {together with the sections of the Annual The Company was authansed by shareholders, at the 2011 .

. AGM, to purchase in the market up to 10% of the Company’s
Report Incorporated by reference) consist of a Direclors' report issued share capital, as permitted under the Company’s
that has been drawn up and presented in accordance with and in Articles No sha?es r;avepbeen bought back under‘:;msy authority
rellance upon applicable English company law and the habilities of 9

during the year ended 31 March 2012 Thus standard authonty
;[lrrﬁtgltﬁ?\gj:\g rc;(;?:gg%n ‘;’: (I)t\';l ctig? t;?/%?g: ?;.ll be subject to the 15 renewable annually, the directors will seek to renew this

authority at the 2012 AGM It 1s the Company’s present

Other information to be disclosed n the Directors’ report 1s intention to cancel any shares it buys back, rather than held
gtven In this section and indexed on page 72 them in treasury
Profit and dividends The directors were granted authornity at the 2011 AGM to allot
The profit for the financial year, after taxation, amounts to relevant secunties up to a nominal amount of £132,079,033
£513 1m (last year £612 0m) The directors have declared That authonty will apply until the conclusion of the 2012 AGM
dividends as follows At this year's AGM shareholders will be asked to grant an
authonty to allot relevant secunties (1) up to a nominal amount
Ordinary shares &m  of £133,8980,820, and (1) comprising equity secuntes up to a
Paid intenm dvidend of 6 2p per share nomunal amount of £267,781,840 (after deducting from such
(last year 6 2p per share) 978 |t any relevant securties allotted under (1)), in connection
Proposed final dividend of 10 8p per share with an offer of a nghts 1ssue, (the Section 551 Amount), such
{last year 10 Bp per share) 1723  Section 551 amount to apply until the conclusion of the AGM
Total ordinary dividend of 17 Op per share to be held n 2013 or, if earher, on 30 September 2013
(last year 17 Op per share) 2699

A special resolution will also be proposed to renew the
directors’ powers to make non pre-emptive 1Issues for cash in
connection with rights issues and otherwise up to a nommal
amount of £20,083,623 A special resolution will also be

The final ordinary dividend will be paid on 13 July 2012 to
shareholders whose names are on the Register of Members at
the close of business on 1 June 2012

Share capital proposed to renew the directors’ authorty to repurchase the
The Company's 1ssued ordinary share capital as at 31 March Company's ordinary shares in the market The authonty will be
2012 comprised a single class of ordinary share Detalls of imited to a maximum of 180m ordinary shares and sets the
movements In the 1ssued share capital can be found in note 24 MiNIMum and maximum prices which will be paid

to the financial statements Each share carries the right to one Interests in voting rights

vote at general meetings of the Company During the penod,
20,843,220 ordinary shares in the Company were 15sued as
follows

information provided to the Company pursuant 1o the Financial
Services Authority's (FSA) Disclosure and Transparency Rules
(DTRs) 1s published on a Regulatory Informatton Service and on
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the Company's website As at 31 March 2012, the {ollowing
information has been recernved, in accordance with DTR5,
from holders of natifiable interests in the Company’s iIssued
share capital

Marks and Spencer Group plc

Orchinary sharss % of capaal Nature of holding

Indirect (4 51%)

BlackRock 79,693,916 503% & CFD (052%)
Capital Research &

Management 77,589,854 4 85% Indirect interest
AXA S A 76,111,596 4 81% Direct & Indirect
Brandes Investment

Partners, L P 74,959,501 4 73% indirect interest

Legal & General Group plc 63,188,326 389%  Direct interest

The Wellcome Trust 47,464,282 301%  Direct interest

No changes have been disclosed in accordance with DTRS in
the penod 31 March 2012 to 21 May 2012

Deadhnes for exercising voting nghts

Votes are exercisable at a general meeting of the Company

in respect of which the business betng voted upon Is being
heard Votes may be exercised in person, by proxy, or in
relation to corporate members, by corporate representatives
The Articles provide a deadline for submission of proxy forms
of not than less than 48 hours before the tme 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 a day that 1s not a
working day

Significant agreements — change of control

There are a number of agreements to which the Company
ts 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 £267m Medium Term Notes issued by the Company on
28 March 2007, £400m Medium Term Notes issued by the
Cempany on 30 November 2009 and the £300m Medium
Term Notes 1ssued by the company on the 6 December
2011 ta vanous nstitutons ((MTN') and under the Group'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 0 below
sub-investment level, any holder of an MTN may require
the Company to prepay the principal amount of that MTN,

- the £250m puttable callable reset notes 1ssued by the
Company to various institutions on 11 December 2007
under the Group's £3bn EMTN programme contain an
option such that, upon a change of control event, combned
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 vanous
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
principal amount of that US Note,

- the $300m US Notes 1ssued by the Company to vanous
nsbiutions 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
principal amount of that US Notse,
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- the £1 325bn Credit Agreement dated 29 September 2011

between the Company and vanous banks contains a
provision such that, upon a change of control avent, unless
new tarms are agreed within 60 days, the faciity under this
agreement will be cancelled with all outstanding armounts
becoming iImmediately payable with interest,

- the amended and restated Relationship Agreement dated

1 February 2012 (onginally dated 9 November 2004 as
amended on 1 March 2005), between HSBC and the
Company and relating to M&S Monay, contans certain
prowsions which address a change of control of the Company
Upon a change of control the existing nghts and ebligations of
the parties in respect of M&S Money continue and HSBC gains
certan Imited additonal nghts N respect of existing customers
of the new controller of the Company Where a third-party
arrangement Is in place for the supply of financial services
products to existing customers of the new controller, the
Company 1s required to procure the termination of such
arrangement as soon as reasonably practicable (whilst not
being required to do anything that would breach any contract
in place n respect of such amangement) Where a third-party
arrangement i1s so terminated, or does not exist, HSBC gains
certain exclusivity nghis 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 brand In respect of the new
controller's business ar vice varsa), HSBC gans certain
termination nghts (exercisable at ts election) N respect of the
Relationship Agreement,

~ the agreement between Marks and Spencer pic and

Marks and Spencer Pension Trust Limited {as trustee of
The Marks and Spencer Pension Scheme) (the 'Pension
Fund') dated 12 May 2010 relating to Marks and Spencer
Scottish Limited Partnership (the ‘Partnership’) contains a
clauge such that, upon a change of controt of the Company,
Marks and Spencer plc shall elect that the Partnership
either (i) surrenders its discretion over the payment of annual
distributions to the Pension Fund, or {1) increases the rate
at which compensatory interest accrues on any annual
payments by the Partnership that Marks and Spencer plc
has elected (as general partner of the Partnership) to defer,

- the Company does not have agreements with any director

or employee that wouid provide compensation for 10ss of
office or employment resuling from a takeover except that
provistons of the Company's share schemes and plans may
cause options and awards granted to employees under
such schemes and plans to vest on a takeover

Board of directors

The membership of the Board and ographical detads of the
dwrectors are given on page 40 and 41 and are incorporated
Into this report by reference Details of directors’ benefical
and non-beneficial Interests In the shares of the Company are
shown on page 63 Options granted under the Save As You
Earn (SAYE) Share Option and Executive Share Option
Schemes are shown on pages 66 to 67 Further information
regarding employee share option schemes 1s given In note 13
to the financial statements

Laura Wade-Gery joined the Board on 4 July 2011 as Executve

Director, Multi-channel E-commerce, Lowse Patten did not

seek re-election at the 2011 AGM and stepped down from the
Board as a non-executive director on 13 July 2011, Vindi Banga
was appointed to the Board as a non-executive director on

1 September 2011 Mrranda Curtis joined the Board as a
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Other Disclosures continued

non-executive director on 1 February 2012 Sir David Michels
stepped down from the Board as Deputy Chairman and Senior
Independent Director, following the end of his second three-year
term on 29 February 2012 Jan du Plessis was appointed Senior
Independent Director on 1 March 2012 In line wath industry best
practice, all directors will stand for election at the 2012 AGM

The appointment and replacement of directors 1s governed
by the Company's Articles, the UK Corporate Governance
Code {the ‘Code"), the Companies Act 2008 and related
legislation The Articles may be amended by a special
resolution of the shareholders Subject to the Articles, the
Companies Act 2006 and any directions given by special
resolution, the business of the Company will be managed by
the Board who may exercise all the powers of the Company

The Company may by ordinary resolution declare dividends not
exceeding the amount recommended by the Board Subject to
the Compantes Act 2006, the Board may pay interm dividends,
and also any fixed rate dividend, whenever the financial pesition
of the Cempany, In the opinton of the Beard, justifies its payment

Appointment and retirement of directors

The directors may from time to time appoint one or more
directors The Board may appoint any person to be a director
(so long as the total number of directors does not exceed the
hmit prescribed in the Articles) Under the Articles any such
director shall hold office only untl the next AGM and shall then
be eligible for election The Articles also require that at each
AGM at least one-third of the current directors must retire as
directors by rotation All those direciors who have been in office
at the time of the two previcus AGMs and who did not retire at
either of them must retire as directors by rotation In addition,

a director may at any AGM retire from office and stand for
re-election However, in line with the UK Coerporate Governance
Code 2010, all directors will stand for annual election at the
2012 AGM

Directors’ conflicts of interest

The Company has procedures for managing conflicts of
interest in place Should a director become aware that they,

or therr connected parties, have an interest in an existing or
proposed transaction with Marks & Spencer, they should notify
the Board in wriing or at the next Board meeting Internal
controls are In place to ensure that any related party
transactions involving directors, or their connected parties,

are conducted on an arm's length basis Directors have a
continuing duty to update any changes 1o these conflicts

Directors’ indemnities

The Company mamtains directors’ and officers’ hability
insurance which gives approprate cover for any legal action
brought against its directors The Company has also granted
indemnities to each of its directors and the Group Secretary
to the extent permitted by law Qualfying third party indemnity
provisicns {as defined by section 234 of the Companies Act
2006) were 1n force dunng the year ended 31 March 2012 and
remain in force, In relation to certan losses and labilities which
the directors {or Group Secretary) may incur to third parties in
the course of acting as directors or Group Secretary or
employees of the Company, or of any associated company

Employee involvement

We remamn committed to employee involvement throughout the
business Employees are kept well informead of the performance
and strategy of the Group through personal bnefings, regular
meetings, personal letters home, ermaill and broadcasts by the
Chief Executive and members cf the Board at key points in the
year to all head office employees and store management In

Marks and Spencer Group plc
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additon many of our store colfeagues can join the briefings by
telephone to hear directly from the business These types of
commurucation are supplemented by our employee publications
including, ‘Your M&S' magazine, Plan A updates and DVD
presentations More than 3,500 employees elected onto Business
Involvement Groups (‘BIGs'") across every store and head office
location to represent thewr colisagues in two-way communication
and consultation with the Company They have continued to play
a key role In a wide vanety of business changes, in what has been
a very busy year

The seventeenth meeting of the European Works Counci
('EWC’) (established in 1895) wiil take place in July 2012 This
Councll provides an additicnal forum for informing, consulting
and involving employee representatives from the countries in
the European Community The EWC includes members from
our partly owned companies established in the Czech Republic
and Greece, as well as representatives from the Republic of
Ireland and the UK The EWC will have the cpportumty to be
addressed by the Chief Executive and other senior members of
the Company on 1ssues that affect the European business This
will include the directors of International and Multi-channel, and
the director of Plan A, which all have an impact across the
European Community

Directors and senior management regularly attend the National
Business Involverment Group (BIG) 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 listering groups and
informal discussion The business has continued to engage
with employees and drive involvement through a scheme called
The BIG ldea On a quarterly basis the business poses a
question to gather ideas and intiatives on a number of areas
including how we better serve our customers Several
thousand ideas are put forward each time and the winning
employee receives an award and the chance to see how this Is
implemented by the Company

Share schemes are a long-established and successiul part
of our total reward package, encouraging and supporting
employee share ownership In particular, around 25,000
employees currently participate n Sharesave, the Company's
all employee Save As you Earn Scheme Full details of all
schemes are given on pages 59 to 60

We have a well established interactive wellbeing website, called
planahealth com, a completely bespoke website and service
designed exclusively for M&S employees It gives any employee
the opportunity to access a wealth of nformation, help and
support We cover all areas of wellbeing, from healthy eating
and exercise to help in overcoming 1ssues such as stress,
financial challenges, achieving a positive work-life balance and
problems wath sleeping

The response since its launch in May 2010 has been excellent
with 11,500 employees making personal pledges to improve

a specific health or wellbeing 1Issue Employees are able to
interact with one another, post information about clubs and
groups in ther area and can gain access to information about
corporate projects which hnk to ther personal health pledges
We have already received hundreds of testimorals from
employees teling us that they are enjoying the programme, feel
better as a result and enjoy Its soctal/community-based style

We mantan contact with retired staff through communications
from the Company and the Pension Trust Member-nominated
trustees have been elected to the Pension Trust Board, including
employees and penstoners We continue to produce a regutar
Pensions Update newsletter for members of our final salary
pension scheme and the M&S Retirement Plan
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Equal opportunities

Marks and Spencer Greup pic

The Group i1s committed to an active equal opportunities policy
from recrutment and selection, through traning and development,
performance reviews and promotion to retirement [t 1s our policy
to promote an environment free from discnmination, harassment
and vichmisation, where everyone will recewe equal treatment
regardless of gender, colour, ethnic or national ongin, disability,
age, martal status, sexual onentation or religion All decisions
relating to employment practices will be objective, free from bias
and based solely upon work criteria ang individual ment The:
Company Is responsive to the needs of its employees, customers
and the community at large We are an organisahion which uses
everyone's talents and abilites and where diversity 1s valued We
were one of the first major companies to remove the default
retirement age in 2001 and have continued to see an INcrease N
employees wanting to work past the state retirement age Qur
oldest employee 15 85 years ¢ld and joined the business at age
80 The Company once again featured in The Times Top 50
places for Women to work in April 2012 and consider this
highights how equal cpportunities are avalable for all

Employees with disabilities

It 15 our policy that people with disabilites should have ful and farr
consideration for all vacancies During the year, we continued to
dermonstrate our commitment to INterviewing those people with
disabilities who fulfil the minimum criteria, and endeavour to retain
employees in the warkforce If they become disabled during
employment We will actively retrain and adjust their environment
where possible to allow them to maximise ther potential We
continue to work with external organisations to provide workplace
opportunities through our Nnovative Marks & Start scheme and
by working closely with JobCentrePlus

Essential contracts or arrangements

The Company is required to disclose any contractual or other
arrangements which it considers are essential to its business
We have a wide range of supptiers for the production and
distnbuton of products to our customers Whilst the loss of, or
distuption to, certain of these arrangements could temporarity
affect the operations of the Group, none are considered to be
essential, with the exception of certain warehouse operators
and the provider of the Company's E-commerce platform

Grocenes Supply Code of Practice

The Groceries {Supply Chain Practices) Market Investigation
Order 2009 {*Order") and The Grocenes Supply Code of
Practice (“GSCOP") has been In force since February 2010

The Company operates a number of systems and controls
to ensure comphance with the Order and GSCOP Including
the following

- the terms and conditions which govern the trading
relationship between M&S and those of ts suppliers that
supply groceries to M&S incorporate GSCOP,

— new suppliers are issued with Information as required by
the Order,

- The Company has a Code Compliance Officer as required
under the Order, supported by our in-house legal
department, and

- employee traning on GSCOP 1s provided, including annual
refresher programmes and new starter traning

Under the Order and GSCOF, The Company Is required 1o
submit an annual report detalling sts complhance with GSCOP
to the Audrt Cornmittee for approval and to the Office of Fair
Trading The Company submitted its report to the Audit
Committee on 11 May 2012 covenng the penod from 1 April
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2011 to 31 March 2012 There were no disputes relating to
GSCOP duning the financial year ended 31 March 2012

Creditor payment policy

For all trade creditors, 1t ts the Group's policy to

- agree the terms of payment at the start of business with
that supplier,

— ensure that suppliers are aware of the terms of payment, and

~ pay n accordance with its contractual and cther legal
obligations

The main trading company, Marks and Spencer plc, has a
policy concerning the payment of trade credrtors as follows

- general merchandise payments are received between 25
and B0 days after the stock was nvoiced,

— food payments are received between 19 and 25 days after
the stock was invoiced, and

- distribution suppliers are pad monthly, for costs ncurred I
that month, based on estimates, and payments are adjusted
guarterly to reflect any vanaticns to estimate

Trade creditor days for Marks and Spencer plc for the year
ended 31 March 2012 were 26 days, or 17 working days
(iast year 26 days, or 17 working days), based on the ratio
of Company trade creditors at the end of the year to the
amounts invoiced during the year by trade creditors

Market value of properties

The directors believe that the open market value of the
properties of the Group exceeds their net book value

Charitable donations

During the year and in ine with our Plan A commitments, the
Group made charitable donations to support the commurity
of €11 4m (last year £12 3m), excluding management costs and
memberships These principally consisted of cash danations
of £6 9m (last year £6 9m) which included Breakthrough Breast
Cancer, Macmillan Cancer Support, Great Ormond Street
Hospital, UNICEF, Groundwork, WWF, MCS, our Marks & Start
programme and local community donations We also donated
£1 3m (last year £1 3m) of employes time, principally on
fundraising and volunteering, Marks & Start and school work
experence programmes As a business we have reduced our
waste in the last five years and now do not send anything to
landfill This reduction in waste 1s reflected in our overall
reduction in waste stock donations to a varety of charities,

£3 2m (last year £4 im) including Oxfam, The Newl'e
Foundaton and Shelter

We also had another successful year supporting a number
of our chanty partners in raising funds of £8 5m (last year
£10 9m) This principally consisted of funds raised from
customer clothing donations to Oxfam through The Clothing
Exchange, funds raised by Groundwork as a result of M&S
support and employee and customer donations

Political donations

No political donations were made during the year ended

31 March 2012 Marks & Spencer has a policy of not making
donations to political organisations or iIndependent election
candidates or incurnng poliical expenditure anywhere in the
world as defined in the Political Parties, Elections and
Referendums Act 2000

Events after the reporting period

The details and iImpacts of events after the reporting penod
can be found 1n note 29 on page 108
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Other Disclosures continued

Going congern

Marks and Spencer Group plc

In adopting the going concern basis for preparing the financial
statements, the direciors have considered the business
activities as set out on pages 1 to 37 as well as the Group's
principal risks and uncertainties as set out on pages 45 to 47
Based on the Group's cash flow forecasts and projections, the
Board 15 satisfied that the Group will be able to operate within
the level of its faciities for the foreseeable future For this
reason the Group continues to adopt the going concern basis
In prepanng its financiat statements

Auditors

Resolutions to reappoint PricewaterhouseCoopers LLP

as auditors of the Company and o authonse the Audit
Committee to determine theirr remuneration will be proposed
at the 2012 AGM

Annual General Meeting

The AGM of Marks and Spencer Group plc will be held

at the Royal Festival Hall, Southbank Centre, London on

10 July 2012 at 1tam The Notice of Meeting 1s given, logether
with explanatory notes, in the booklet which accompanies
this report

Directors’ responsibibities

The directors are responsible for prepanng the Annual report,
the Remuneration report and the financial statements in
accordance with applicable law and regulatons Company law
requires the directors to prepare financial statements for each
financial year Under that law the directors have prepared the
Group and Cempany financial statements in accordance with
Internationat 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 farr view of the state of affars of the Group and the
Company and of the profit or loss of the Company and Group
for that penod In prepanng these financial statements, the
directors are required to

- select sutable accounting policies and then apply them
consistently,

—~ make judgements and accounting estimates that are
reasonabkle and prudent,

~ state whether applicable IFRSs as adopted by the EU have
been followsd, subjact to any materal departures disclosed
and explained in the financial statements, and

— prepare the financial statements on the going concern basis
unless it 1s Inappropnate to presume that the Company will
continue in busiNess

The directors are responsible for keeping adeqguate accounting
records that are sufficient to show and explain the Company's
transactions and disclose with reasonable accuracy at any time
the financial position of the Company and the Group and to
enable them to ensure that the financial statements and the
Remuneration report comply with the Comparnies Act 2006
and, as regards the Group financial statements, Article 4 of
the IAS Regulation They are also responsible for safeguarding
the assets of the Company and the Group and hence for
taking reasonable steps for the prevention and detection of
fraud and other irregulanties

The directors are responsible for the maintenance and integrity
of the Company's website Legislation in the UK governing the
preparation and dissemination of financial statements may
differ from legislation in other jurisdicttons Each of the
directors, whose names and functions are listed on pages 40
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and 41 of the Annual report, confirm that, to the best of therr
knowledge

- the Group financial statements, which have been prepared
in accordance with IFRSs as adopted by the EU, give a true
and farr view of the assets, labilittes, financial position and
profit of the Group, and

— the Business review contained in this report includes a far
review of the development and performance of the business
and the positicn of the Group, together with a description of
the principal nsks and uncertainties that 1t faces

Disclosure of Information to auditor

Each director confirms that, so far as he (she) 1s aware, thera s
no relevant audit information of which the Company's auditors
are unaware and that each director has taken all the steps that
he (she) ought to have taken as a director to make himself
{herself) aware of any relevant audit inforrmation and to establish
that the Company’s auditors are aware of that information

Index to principal Directors’ report disclosures

information required to be disclosed in the Directors' report can
be found on the {ollowing pages

Annual General Meeting 72
Appointment and retirement of directors 70
Auditors 72
Board of directors 69
Chantable donations 71
Creditor payment policy 71
Deadlines for exercising voting rights 69
Directors’ conflicts of interest 70
Directors' indemnities 70
Directors’ responsibilities 72
Disclosure of nformation to auditor 72
Employee involvernent 70
Employees with disabilities 71
Equal cpportunities 71
Essential contracts or arrangements 71
Events after the reporting period 71
Going concern 72
Groceries Supply Code of Practice 71
Interests In voting rights 68
Market value of properties 71
Pohtical donations 7
Powers for the Company 1Ssuing or buying

back its own shares 68
Prnncipal activities and Business review &8
Profit and dividends 68
Restnctions on transfer of securities 88
Rights and obligations attaching to shares 68
Share capital 68
Signficant agreements - change of control 69
Vanation of nghts 68

By order of the Board
Amanda Mellor, Group Secretary

{ ondon
21 May 2012
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Marks and Spencer Group plc

Independent auditors’ report

to the members of Marks and Spencer Group plc

We have audited the financial statements of Marks and
Spencer Group plc for the 52 weeks ended 31 March 2012
which compnse the Consolidated income statement, the
Consolidated statement of comprehensive income, the
Consolidated and Company statements c¢f financial position,
the Consclidated statement of changes in equity and Company
statement of changes in shareholders' eguity, the Consolidated
cash fiow information and Company statement of cash flows
and the related notes The financial reporting framework that
has been appfied n therr preparation 1s applicable law and
International Financial Reporting Standards {IFRSs) as adopted
by the European Union and, as regards the parent company
financial statements, as apphed in accordance with the
provisions of the Companies Act 2006

Respective responsibilities of directors and auditors

As explanad more fully in the Directors’ Responsibiities
Statement set cut on page 72, the directers are responsible
for the preparation of the financial statements and for being
satisfied that they give a true and fair view Our responsibility
1s to audit and express an opinton on the financial statements
In accordance with apphicable law and International Standards
on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards
for Auditors

This report, including the opimons, has been prepared for and
only for the Company's members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no
other purpose We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other
person to whom this report 1s shown or into whose hands it
may come save where expressly agreed by our pnor consent

In writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts

and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free
from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether ihe accounting
policies are appropriate to the Group’s and the parent
company's circumstances and have been consistently applied
and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall
presentation of the financial statements In addition, we read
all the financial and non-financial mformation in the Annual
report and financial statements 2012 to identify matenal
inconsistencies with the audited financial statements If we
become aware of any apparent maternial misstatements or
Inconsistencies we consider the mplicatons for our report

Opinion on financial statements

In our optnion

- the financial statements give a true and fair view of the
state of the Group's and of the parent company's affars as
at 31 March 2012 and of the Group's profit and Group’s and
parent company’s cash flows for the 52 weeks then ended,

- the Group financial statements have been properly
prepared in accordance with 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 apphed in accordance with the
provisions of the Companies Act 2006, and

- 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

Opinion on other matters prescribed by the
Companies Act 2006
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In our opinion

- the part of the Remuneration report to be audited has been
properly prepared 1n accordance with the Companies Act
2006, and

— the mformation given in the Directors’ report for the financial
year for which the financial statements are prepared 1S
consistent with the financial staterments

Matters on which we are required to report
by exception

We have nothing 1o report in respect of the fallowing

Under the Companies Act 2006 we are required to report to
you If, In our opINion

- adeqguate accounting records have not been kept by the
parent company, or returns adequate for our audit have
not been receved from branches not wisited by us, or

— the parent company financial statements and the part of
the Remuneration report to be audited are not in agreement
with the accounting records and returns, or

- certain disclosures of directors’ remuneration specified by law
are not made, or

~ we have not received all the information and explanations we
require for our audit

Under the Listing Rules we are required to review

— the directors' statement, set out on page 72, in relation to
going concern,

- the parts of the Corporate Governance Statement relating
to the Company’s comphance with the nine provisions of the

for and on behalf of PricewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
London
21 May 2012
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Financ:al staterments Marks and $pencer Group plc

Consolidated income statement
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52 weaks ended

52 woeks ended

31 March 2012 2 Apnl 2011
Notes £m £m
Revenue 2,3 9,934 3 9,740 3
QOperating profit 2,3 746 5 836 9
Finance Income 6 48 3 96 6
Finance cosls 6 {136 8) {152 9)
Profit before tax 4 658 0 7806
Income tax expense 7 {168 4} (182 0)
Profit for the year 489 6 598 6
Attnbutable to
Equity shareholders of the Company 513 1 8120
Nen-controlling interests (23 5) (13 4)
489 6 598 6
Basic earnings per share 8 32 5p 38 8p
Diluted earnings per share 8 32 2p 38 4p
Non-GAAP measures Underlying profit before tax
Profit before tax 658 0 7806
Adjusted for
Profit on property disposals 5 - (29
1AS 19 Ireland one-off pension credit 5 - (10 7}
1AS 36 Impairment of assets 5 44 9 63
IAS 39 Fair value movement of financial instrument 5 {15 6) (54 3)
IAS 39 Fair value movement of embedded denvative 5 02 (20 3)
Strategic programme costs 5 184 158
Underlying profit before tax 1 7059 714 3
Undertying basic earnings per share 8 34 9p 34 Bp
Underlying diluted earnings per share 8 34 6p 34 1p
Consolidated statement of comprehensive income
52 waeks ended 52 weeks endad
31 March 2012 2 Apnl 2011
Naotes £m £m
Profit for the year 489 6 598 6
Other comprehensive income
Foreign currency translation differences 151) {16 4)
Actuanal (losses)/gains on retirement benefit schemes 11 (189 9) 2860
Tax on retirement benefit schemes 50 4 {78 0}
Cash flow and net investment hedges
- farr value movemenis in equity 530 (57 8)
- reclassified and reported in net profit (23 0) 421
- amount recognised in inventories 137 (11 2)
Tax on cash flow hedges and net investment hedges (7 3) 194
Other comprehensive (loss)/income for the year, net of tax {118 2) 184 1
Total comprehensive income for the year 3714 7827
Attnbutable to
Equity shareholders of the Company 3949 796 1
Non-controlling interests (23 5) (13 4}
3714 7827
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Consolidated statement of financial position
As at As at
31 March 2012 2 Apri 2011
Notes €m €m
Assets
Non-current assets
Intangible assets 14 584 3 527 7
Property, plant and equipment 15 4,789 9 4,662 2
Investment property 159 160
Investment in joint ventures 144 130
Qther financial assets 16 30 30
Retirement benefit asset 11 913 1826
Trade and other recervables 17 270 2 276 1
Denvative financial instruments 21 44 2 218
5,813 2 5,702 4
Current assets
Inventones 681 9 6853
Other financial assets 16 260 5 2159
Trade and other receivables 17 2530 2503
Derwative finangial instruments 21 67 0 18 4
Current tax recewvable 16 16
Cash and cash equivalents 18 196 1 470 2
1,460 1 1,641 7
Total assets 7,273 3 7.3441
Ltabihties
Current habihties
Trade and other payables 19 1,449 1 1,347 6
Borrowings and other financial habilities 20 3277 602 3
Partnership liability to the Marks & Spencer UK Pension Scheme 12 719 719
Dervative financial nstruments 21 605 507
Provisions 22 84 227
Current tax habilities a7 8 1150
2,005 4 2,2102
Non-current habilities
Retrement benefit deficit 11 133 141
Trade and other payables 19 280 8 262 3
Borrowings and other financial iabilities 20 1,9481 1,924 1
Dervative financial instruments 21 27 2 375
Provisions 22 240 220
Deferred tax habilities 23 1957 196 5
2,489 1 2,458 5
Total habilities 4,494 5 4,666 7
Net assets 2,778 8 2,877 4
EqQuity
I1ssued share capital 24 401 4 396 2
Share prermium account 294 3 255 2
Capital redemption reserve 2,202 6 2,202 6
Hedging reserve 148 (11 3)
Other reserve {6,114 3) {6,042 4)
Retained earnings 5,991 4 58732
Total shareholders’ equity 2,790 2 26735
Non-controlling interests In equity (11 4) 39
Total equity 27788 2,677 4

The financial statermnents were approved by the Board and authonsed for issue on 21 May 2012 The financia! staterments also
comprise the notes on pages 78 to 106

Marc Bolland Chief Executive Officer

Alan Stewart Chief Finance Officer
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Marks and Spencer Group plc

Consolidated statement of changes in equity
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Share Capital Non
Ordinary pramum  redernption Hedging Other Retaned controfing
share capital account raserve |senve rassrva’ sarnings® Total interast Total
£m £m £m £m £m £m £m £m £m

At 4 Apnl 2010 3955 2475 22028 116 (58705 52819 2,1686 173 2,1859
Profit/(loss) for the year - — -~ - - 6120 6120 (13 4) 508 8
Other comprehensive Income
Foreign currency translation - - - 07) - (157) (6 4 - (16 4)
Actuarial gans on retirement benefit schemes - - — - - 2860 286 0 - 286 0
Tax on retirement benefit schemes - - - - - (78 0) {78 O) - (78 0)
Cash flow and net investment hedges
— farr value movements - - - {60 4) - 286 {57 8) - (57 8)
- reclassified and reported In net profit® - - — 421 - - 421 - 421
- amount recognised in inventories - - - {112) - - {11 2) - (11 2)
Tax on cash flow hedges and net
nvestment hedges - — — 73 - 121 194 - 194
QOther comprehensive Income — - - {229 - 207 0 184 1 - 184 1
Total comprehensive (expenses)/income - - - {22 9) - 8190 796 1 (13 4) 7827
Transactions with owners
Dwvidends - - — - - (2475) (247 5) - (247 5)
Recognition of financial labiity* - - - - (71 9) - (71 9) - (71 9)
Shares 1ssued on exercise of employee
share options Q7 77 - - - - 84 - B84
Purchase of own shares held by
employee trusts - - - - — (12 0} (120) - (12 Q)
Credtt for share-based payments - - - - - 317 317 - 317
Deferred tax on share schemes — - - - - 01 01 — 01
At 2 Apnl 2011 396 2 2552 22026 (113 (6,0424) 58732 26735 39 2,6774
At 3 Apnl 2011 396 2 2552 2,202%6 (11 3) (6,0424) 58732 26735 39 26774
Profit/(loss) for the year - - - - - 5131 5131 (235) 4896
Other comprehensive INcome
Foreign currency translation - - - {11) - (14 Q) {151} - (151)
Actuanal losses on retrement benefit schemes - - - - - (1899 (1899) - (1899)
Tax on retrement benefit schemes - - - - - 504 50 4 - 504
Cash flow and net investment hedges - -
- far value movements - - - 438 - 92 530 - 530
— reclassified and reported in net profit? - - - {230) - - (23 0) - (23 0)
- amount recognised in inventones = - - 137 - - 137 - 137
Tax on cash flow hedges and net
investment hedges - - - (7 3) - - {7 3) - {7 3)
Other comprehensive income - - - 261 - (1443) (1182) - {118 2)
Total comprehensive income/{expenses) - - - 261 - 368 8 3949 (23 5) 37t 4
Transactions with owners
Dvidends - - - - - {2678) (267 B) - (267 8)
Transactions with non-controlling sharehclders - - - - - (6 4) (6 4) g2 18
Recognition of financial hability* - - - - (71 8) - {71 9) - (71 9)
Shares 1ssued on exercise of employee
share options 52 391 - - - - 44 3 - 44 3
Purchase of own shares held by
employee trusts - - - - - (13 2} (13 2) - (13 2)
Credit for share-based payments - - - - - 325 325 - 325
Deferred tax on share schemes - - - - - 43 43 - 43
At 31 March 2012 401 4 2943 2,2026 148 (6,1143) 59914 27902 {114) 2,7788

1 The Other reserve was onginally croated as part of the capital restructunng that took place in 2002 It represents the diffarance between the norminal valug of the shares ssued pror to the
captal recuction by the Company (being the camyng value of the nvestment in Marks and Spencer plc) and the share capital share premwm and capital redemption reserve of Marks and
Spencer plc at the date of the transacton The reserve also ncludes diseretionary distnbutions to the Marks & Spencer UK Pension Scheme of £427 9m {last ysar £499 8m) (ses note 11}

2 The Restaned earrings reserve’ includes a curnulative £5 1m gan {last year £19 1m gan) in the currency reserve

3 Amounts reclassified and reported m net profit have al been recorded in cost of sales

4 Followng tha Group's payrment of an intenm dradend in relation to 2011712 the associated distnbution of £71 9m became payable to the Marks & Spencer UK Pension Scheme and has

been recognised as a labilty (see note 12)
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Consolidated cash flow information

Marks and Spencer Group plc
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52 weeks anded

62 wooks anded

31 March 2012 2 Apnl 2011
Notes £m £m

Consolidated statement of cash flows
Cash fiows from operating activities
Cash generated from operations 268 1,352 1 1,385 2
Income tax paid {149 1) (185 3)
Net cash generated from operating activites 1,203 0 1,199 9
Cash flows from investing actvities
Purchase of property, plant and equipment {564 3} (327 3)
Proceeds from sale of property, plant and equipment ~ 35
Purchase of intangible assets {156 4} (126 5)
Purchase of current financial assets {44 8) (44 3)
Interest receved 77 41
Net cash used n investing activities (757 8) (490 5)
Cash flows from financing activities
Interest pad (1359) (146 4)
Cash {outflow)/inflow from borrowings {41 4) 18 4
Repayment of syndicated bank facility - {217 5)
Issue of medium-term notes 2055 -
Redemption of medium-term notes (307 6) -
Monetisation of dernvative assets - 328
Decrease in obligations under finance leases (130 (15 7}
Payment of liability to the Marks & Spencer UK Pension Scheme (71 9) (67 9}
Equity dividends paid (267 8) (247 5)
Shares 1ssued on exercise of employee share options 44 3 84
Purchase of own shares by employee trust (132 (12 Q)
Net cash used in financing activities (511 0) {647 4}
Net cash (outflow)/inflow from activihes (65 8) 820
Effects of exchange rate changes 19 (12)
QOpening net cash 263 5 2027
Closing net cash 27 1858 263 5

52 weeks endad

52 weeks snded

31 March 2012 2 Apnl 2011
MNotes £m £m

Reconcihation of net cash flow to movernent in net debt
Opening net debt (1,900 9) (2,088 4)
Net cash {outflow)/inflow from actvities {65 8) 620
Increase in current financial asseis 44 8 44 3
Decrease in debt financing 138 4 249 9
Partnership lability to the Marks & Spencer UK Pension Scheme (non-cash) {71 9) 719
Exchange and other non-cash movernents (17) (116 8)
Movement in net debt 438 167 5
Closing net debt 27 (1,857 1) (1,800 9)

MBIAIBAC

MoIAsl DIBarena

FIUBLIDAONY  MBIIABI IBIDURUI




Financial statements

Notes to the financial statements

1 Accounting policies

Basis of preparation

The financial statements have been prepared in accordance
with internationat Financial Reporting Standards (IFRS) and IFRS
Interpretations Committee (IFRS IC) nterpretations, 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 prepanng the financial
statements, the directors have considered the business
activities as set out on pages 1 to 37 as well as the Group’s
principal nsks and uncertainties as set out on pages 46 to 47
Based on the Group's cash flow forecasts and projections, the
Board s satisfied that the Group 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
N preparnng its financial statements

There are no IFRS or IFRS IC interpretations that are effective
for the first tme in this financial period that have had a matenal
impact on the Group

The following IFRS, IFRS IC interpretations and amendments
have been 1ssued but are not yet effective and have not been
early adopted by the Group

IAS 19, ‘Employee benefits’ was amended in June 2011 and
15 effective for penods beginning on or after 1 January 2013
The impact will be to replace interest cost and expected return
on plan assets with a net Interest amount that 1s calculated

by applying the discount rate to the net defined benefit lability/
asset The Group s yet! to assess the full impact of this
amendment

There are no other IFRS or IFRS IC interpretations that are not
yet effective that would be expected to have a matenal impact
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 staterments In accordance with the
Companies Act

A summary of the Company’s and the Group's accounting
policies s given below

Accounting convention

The financial statements are drawn up on the histoncat cost
basis of accounting, except as disclosed in the accounting
policies set out below

Basis of consolidation

The Group financial statements incorporate the financial
statements of Marks and Spencer Group plc and alt its
subsidianes made up to the year end date Where necessary,
adjustmenis are made to the financial statemants of
subsidiaries te bring the accounting policies used in ine with
those used by the Group

Subsidianes

Subsidiary undertakings are all entities (Including speciat
purpose entities) over which the Group has the power to
govern the financial and operating policies generally
accompanying a shareholding of more than one half of the
votng nghts Subsidiary undertakings acquired during the
year are recorded using the acquisition method of accounting
and therr results are included from the date of acquisition

Marks and Spencer Group plc
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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 farr value as at the
effective date of control

Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated

Revenue

Revenue comprises sales of goods to customers outside the
Group less an appropnate deduction for actual and expected
returns, discounts and loyalty scheme vouchers, and 1s stated
net of value added tax and other sales taxes Revenue I1s
recognised when goods are delivered and the significant nsks
and rewards of ownership have been transferred to the buyer

Dividends

Final dwidends are recerded In the financial statements in
the pericd 1n which they are approved by the Company's

shareholders Intenm dividends are recorded in the penocd
In which they are approved and paid

Pensions
Funded pension plans are in place for the Group’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 obligation I1s racognised as an asset or hability in the

statement of financial position The defined benefit obligation

1 actuanally calculated using the projected urit 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, 1s charged to operating profit in the year

A credt representing the expected return on the assets of
the retirement benefit schemes during the year 1s included
within finance ncome This i1s based on the market value of
the assets of the schemes at the start of the financial year

A charge 1s also made within finance income representing
the expected increase n the llabilities of the retirament benefit
schemes durng the year This anses from the labilities of

the schemes being one year closer to payment

Actuarial gains and losses are recognised immediately in the
statement of comprehensive iIncome

Payments to defined contribution retirerment benefit schemes
are charged as an expense as they fall due

intangible assets

A Goodwill Goodwill ansing on consolidation represents the
excess of the consideration transferred and the amount of any
non-controlling interest in the acquiree over the farr valus of
the identifiable assets and liabilities {including intangible assets)
of the acqguired entity at the date of the acquisiton Goodwill 1s
recognised as an asset and assessed for iImparment at least
annually Any mpairment (s recognised immediately in the
income statement

B Brands Acguired brand values are held on the statement

of financial positon inially at cost Defined fe ntangibles are

amortised on a straight-line basis over their estmated useful }
Iives Indefirute kfe intangibles are tested for impairment at |
least annually Any impairment in value s recognised |
immediately in the income statement
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C Software intangibles Where computer software 1s not

an integral part of a related item of computer hardware, the
software 1s treated as an intangible asset Capitalised software
costs Include external drrect costs of goods, services and
payroll related costs for employees who are directly associated
with the project

Capralised software development costs are amortised on
a straight-ine basis over ther expected economic ives,
normally between three and ten years Computer software
under development 1s held at cost less any recognised
impairment loss

Any impairment in value is charged to the Income statement

Property, plant and equipment

The Group's policy 1s to state property, plant and equipment
at cost less accumulated depreciation and any recognised
imparment loss Property 1s not revalued for accounting
purposes Assets in the course of construction are held at
cost less any recognised impairment 'oss Cost includes
professional fees and, for qualifying assets, borrowing costs

Depreciation 1s provided to wrte off the cost of tangible
non-current assets (ncluding nvestment properties), less
estimated residual values, by equal annual instalments
as follows

— freehold land — not depreciated,

- freehold and leasehold buidings with a remaning lease term
over 50 years — depreciated to therr residual value over their
estimated remaining economic lives,

- leasehold buildings with a remaining lease term of less than
50 years — over the remaining penod of the lease, and

= fixtures, fitings and equipment — 3 to 25 years according to
the estimated Iife of the asset

Residual values and useful economic lives are reviewed annually
Depreciation 15 charged on all addittons to, or disposals of,
depreciating assets in the year of purchase or disposal

Any mpairment In value 1s charged to the income statement

Leasing

Where assets are financed by leasing agreements and the
risks and rewards are substantially transferred to the Group
(finance leases) the assets are treated as if they had been
purchased outright, and the corresponding liability to the
leasing company 1s included as an obhigation under finance
leases Depreciation on ieased assets 1s charged to the
income statement on the same basis as owned assets, unless
the term of the lease 1s shorter Leasing payments are treated
as consisting of capital and Interest elements and the interest
Is charged to the income statement

All other leases are operating leases and the costs In respect
of operating leases are charged on a straight-line basts over
the lease term The value of any lease incentive receved to
take on an operating lease (for example, a rent free penod)

15 recognised as deferred iIncome and Is released over the life
of the lease

Leasehold prepayments

Payments made to acquire leasehold land are included
In prepayments at cost and are amortised over the life of
the lease
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Cash and cash equivalents

Cash and cash equivalents includes short-term deposits with
banks and other financial mstitutions, with an intial matunty of
three months or less and credit card payment receved within
48 hours

Inventories

Inventones are valued at the lower of cost and net realisable
value using the retall method, which 1s computed on the basis
of selling price less the appropnate trading margin All
inventories are finished goods

Provisions

Provisions are recognised when the Group has a present
oblgation as a result of a past event, and it 1s 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 oblgation at the end of the reporting perod, and
are discounted to present value where the effect 1s material

Share-based payments

The Group 13sues equity-settied share-hased payments to
certan employees A far value for the equity-settled share
awards 1s measured at the date of grant The Group measures
the farr value of each award using the Black-Scholes model
where appropriate

The far value of each award 1s recognised as an expense over
the vesting penod on a straight-ine basis, after allowing for an
estmate of the share awards that will eventually vest The level
of vesting I1s reviewed annually, and the charge 1s adjusted to
reflect actual and estimated levels of vesting

Foreign currencies

The results of overseas subsidiaries are translated at the
welghted 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 reperted In the consolidated statement of
comprehensive Income

Transactions denominated i foreign currencies are translated
at the exchange rate at the date of the transaction Foreign
currency monetary assets and labiities held at the end of the
reporting penod are translated at the closing balance sheet
rate The resultng exchange gain or loss Is recognised within
the Income statement

Taxation

Tax expense compnses cument and deferred tax Tax 1s
recognised in the iIncome statement, except to the extent it
relates to items recognised in other comprehensive income or
directly In equity, in which case the related tax (s also recognised
In other comprehensive INcome or directly In equity

Deferred tax 1s accounted for using a temporary difference
approach, and Is the tax expected to be payable or
recoverable on temporary differences between the carrying
amount of assets and habilities In the statement of financial
position and the corresponding tax bases used In the
computation of taxable profit Deferred tax s calculated based
on the expected manner of realisation or settlement of the
carrying amount of agsets and labilities, applying tax rates
and laws enacted or substantively enacted at the end of the
reporting period
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Notes to the financial statements continued

1 Accounting policies continued

Taxation continued

Deferred tax liabilities are generally recognised for all taxable
temporary differences Deferred tax labilities are recognised
for taxable temporary differences ansing on investments in
subsidiaries, associates and joint ventures, except where the
reversat of the temporary difference can be controlled by the
Group and 1t 1s probable that the difference will not reverse in
the foreseeable future

Deferred tax habilittes are not recognised on temporary
differences that arse from goodwill which 1s not deductible for
tax purposes

Deferred tax assets are recognised to the extent it 1s
probable that taxable profits will be available against which
the deductible temporary differences can be utiised The
carrying amount of deferred tax assets I1s reviewed at the
end of each reporting perod and reduced to the extent that
it 1s no longer probable that sufficient taxable profits will be
avallable to allow all or part of the asset to be recovered

Deferred tax assets and labilities are not recognised
N respect of temporary differences that anse on initial
recoghition of assets and liabties acguired other than
N a business combination

Financial instruments

Financial assets and habiities are recogrised In the Group’s
statement of finangial position when the Group becomes a
party to the contractual provisions of the instrument

A Trade recewables Trade recelvables are recorded intiafly
at far value and subseguently measured at amortised cost
Generally, this results n their recognition at nominal value less
any allowance for any doubtful debts

B Investments and other financial assets Investments and
other financial assets are classified as either ‘avalable-for-sals’
or ‘fair value through profit or loss’ They are inially measured
at farr value, including transaction costs, with the exception of
‘fair value through profit or loss' Financial assets held at far
value through profit or loss are initially recognised at far value
and transaction costs are expensed

Where secunties are designated as ‘fair value through profit or
loss’, gains and losses arising from changes n far value are
included in net profit or loss for the penod For ‘avalable-for-
sale’ Investments, gains or losses ansing from changes in fair
value are recognised In comprehensive Income, untll the
security 1s disposed of or 1s determined to be impaired, at
which time the cumulative gain or loss previcusly recognised
in comprehensive Income 1s Included in the net profit or loss
for the penod Equity investments that do not have a quoted
market pnice in an active market and whose farr value cannot
be reliably measured by other means are held at cost

C Classification of financial habilities and equity Financial
labilities and equity instruments are classified according

to the substance of the contractual arrangements entered
into An equity instrument 1s any contract that evidences a
residual Interest in the assets of the Group after deducting

all of its habilittes

D Bank borrowings Interest-bearing bank loans and
overdraits are intially recorded at fair value, which equals the
proceeds recewved, net of direct Issue costs Finance charges,

including premiums payable on settlement or redemption and
direct 1ssue costs, are accounted for using an effective interest
rate method and are added to the carrying amount of the
instrumentt o the extent that they are not settled in the period
in which they anse

E Loan notes Long-term loans are initially measured at far
value and are subsequently held at amortised cost unless the
loan 1s hedged by a denvative financial instrument in which
case hedge accounting treatment will apply

F Trade payables Trade payables are recorded nitially at
fair value and subsequently measured at amortised cost
Generally this results in therr recognition at therr nominal value

G Equity instruments Equity nstruments issued by the
Company are recorded at the consideration recewved, net
of direct tssus costs

Derivative financial instruments and hedging activities
The Group pnmanly uses interest rate swaps and forward
foreign currency contracts to manage its exposures to
fluctuating interest and foreign exchange rates These
Instruments are initially recognised at far value on the trade
date and are subsequently remeasured at their farr value at
the end of the reporting period The method of recognising the
resulting gan or loss I1s dependent on whether the denvative

15 designated as a hedging instrument and the nature of the
item being hedged

The Group designates certain hedging dervatives as either

- a hedge of a highly probable forecast transaction or change
in the cash flows of a recognised asset or hability (a cash
flow hedge),

- a hedge of the exposure (o change in the farr value of
a recognised asset or iiability {a far value hedgs), or

- a hedge of the exposure on the translation of net
investrments in foreign entities (a net investrment hedge)

Underlying the definiion of fair value 1s the presumption
that the Group is a going concern without any intention
of matenally curtaiing the scale of its operations

At nception of a hedging relationship, the hedging instrument
and the hedged item are documented and prospective
effectiveness testing 1s performed During the life of the
hedging relationship, efiectiveness testing 1s continued to
ensure the instrument remans an effective hedge of the
transaction Changes in the far value of denvative financial
instruments that do not qualfy for hedge accounting are
recognised in the income statement as they anse

A, Cash flow hedges Changes in the farr value of denvative
financial nstruments that are designated and effective as hedges
of future cash flows are recognised n comprehensive INcome
and any ineffective portion 1s recognised immediately in the
income statement [f the firm commitment or forecast transaction
that 1s the subject of a cash flow hedge results In the recogrition
of a non-financial asset or liability, then, at the tme the asset or
hability 13 recognised, the associated gains or losses on the
denvative that had previously been recognised in comprehensive
income are ncluded in the initial measurement of the asset or
llabity For bedges that do not result in the recognition of an
asset or a habilty, amounts deferred in comprehensive income
are recognised m the incorne statement 1N the same penod in
which the hedged items affect net profit or loss




Financial statements

1 Accounting policies continued

B Fair value hedges For an effective hedge of an exposure
to changes in the fair value, the hedged item 1s adjusted for
changes in fair value attnbutable to the nsk being hedged with
the corresponding entry in the Income statement Gains and
losses from remeasuring the dernvative, or for non-derivatives
the foreign currency component of the carrying amount, are
recognised In the Income statement

C Net investment hedges Changes in the far value of
derwvative or non-derivative financial Instruments that are
designated and effective as hedges of net investments are
recognised In comprehensive Income and any ineffective
portion 1s recognised iImmediately in the income statement

Changes in the farr value of dervative financial instruments
that do not qualfy for hedge accounting are recognised in the
income statement as they anse

D Discontinuance of hedge accounting Hedge accounting
1s discontinued when the hedging instrument expires or 1s
seold, terminated or exercised, or no longer qualifies for hedge
accounting At that time, any cumulative gain or loss on the
hedging instrument recognised In comprehensive Income 1s
retained in equity until the forecast transaction occurs If a
hedged transaction 1s no longer expected to occur, the net
cumulative gan or loss recognised In comprehensive Income
18 transferred to net profit or loss for the pencd

The Group does not use derivatives to hedge Income
statement translation exposures

Embedded derivatives

Dervatives embedded in other financial mstruments or other
host contracts are treated as separate dervatives when therr
risks and charactenistics are not closely related to those of
the host contracts and the host contracts are not camed at
far value, with unrealised gains or losses reported In the
income statement Embedded dervatives are carned in the
statement of financial pesition at fair value from the nception
of the host contract

Changes in farr valug are recognised within the income
statement dunng the perod in which they anse

Crnitical accounting estimates and judgements

The preparation of consclidated fnancial statements requires
the Group 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 Actual results may differ from these estimates
The estimates and assumptions which have a significant nsk
of causing a matenal adjustment to the carrying amount of
assets and flabilities are

A Impairment of goodwill and brands The Group 1s

required to test, at least annually, whether the goodwill or
brands have suffered any imparment The recoverable amount
15 determined based on value in use calculations The use of
this method requires the estimation of future cash flows and
the choice of a sutable discount rate in order to calculate the
present value of these cash flows Where there 1s a non-
controling interest, goodwill 1s tested for the business as a
whole This involves a notional Increase to goodwill, to reflect

Marks and Spencer Group pic
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the non-centrolling shareholders’ interest Actual
outcomes could vary from those calculated See note 14
for further details

8 Impairment of property, plant and equipment and
computer software Property, plant and equipment and
computer software are reviewed for imparment if events or
changes In circumstances indicate that the carrying amount
may not be recoverable When a review for impairment 1s
conducted, the recoverable amount 13 determined based
on value in use calculations prepared on the basis of
management’s agsumptions and estimates See notes 14
and 15 for further details

C Depreciation of property, plant and equipment and
amortisation of computer seftware Depreciation and
amortisation 1s provided so as to write down the assets to
thelr residual values over therr estimated useful ives 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 Group's defined benefit pension schemes
depends on the selection of certain assumptions which
Include the discount rate, inflation rate, salary growth, mortahty
and expected return on scheme assets Differences ansing
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 cntical
Judgements associated with the Marks & Spencer UK
Pension Scheme interest in the Marks and Spencer Scottish
Limited Partnership

E Refunds and loyalty scheme accruals Accruals for
sales returns and loyalty scheme redemptions are estimated
on the basis of historical returns and redemptions and these
are recorded sc as to allocate them to the same penod as
the original revenue 1s recorded These accruals are reviewed
regularly and updated to reflect management’s latest best
estimates, however, actual returns and redemptions could
vary from these estimates

Non-GAAP performance measures

The directors believe that the underlying profit and earnings
per share measures provide additional useful information for
shareholders an the underlying performance of the business
These measures are consistent with how underlying business
performance 1s measured internally The underlying profit
before tax measure 1$ not a recognised profit measure under
IFAS and may not be drectly comparable with adjusted profit
measures used by other companies The adustments made
to reported profit before tax are to exclude the following

- profits and losses on the disposal of properties,

— significant and one-off iImparment charges that distort
underlying trading,

- costs relating to strategy changes that are not considered
normal operating ¢osts of the underlying business,

— one-off pension credits ansing on changes of the defined
benefit pension scheme rules, and

— non-cash farr value movements In financial instruments
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Notes to the financial statements continued

2 Segmental information

IFRS 8 requires operating segments to be identified on the basis of internal reporting on components of the Group that are
regularly reviewed by the chief operating decision maker to allocate resources to the segments and to assess ther performance

The chief operating decision maker has been identified as the executive directors The executive directors review the
Group’s internal reporting in order 1o assess performance and allocate resources, across each operating segment The
operating segrments are UK and International which are reported in @ manner consistent with the internal reporting to the
executive directors

The UK segment consists of the UK retall 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  To increase transparency, the
Group has decided to include an additional voluntary disclosure analysing revenue within the reportable segments, by subcategory

The following 13 an analysis of the Group's revenue and results by reportable segment

2012 2011

Management Adjustment? Statutory Management Adjustment? Statutory

£m £m £m £m £m £m

General Merchandise 4,241 5 (46 4) 4,195 1 42730 (39 4) 4,233 6
Food 47188 457) 456731 45439 (44 5) 4,499 4
UK revenue 8,960 3 (92 1) 8,868 2 88169 (83 9) 8,7330
Franchised 3794 - 3794 3437 - 3437
Owned 689 4 (27) 686 7 6658 2 2) 663 6
International revenue 1,068 8 27) 1,066 1 1,009 56 22) 1,007 3
Group revenue 10,029 1 (94 8) 9,934 3 9,826 4 86 1) 9,740 3
UK operating profit' 676 6 {18 6) 658 0 677 9 11 86790
International operating profii 1334 {44 9) 88 5 147 0 109 157 9
Group operating profit 8100 {63 5) 746 5 B24 9 120 8369
Finance income 327 156 48 3 423 54 3 96 6
Finance costs (136 8) - (136 8) {152 9) - {152 9)
Profit before tax 7059 (47 9) 658 0 7143 66 3 780 6

1 UK operating prafit ncludes a contnbution of £50 7m (ast ysar £35 2m) in raspect of fees racenved from HSBC in relation to M&S Money

2 Adustments to revenus relate 1o revenue deductions recognised in cast of sales for management accounting purposes Management profit excludas profits and losses on the disposal of
properties wmparment charges pension credits ansing on changes of the defined benefit pension schemes non-cash far value movements In financial instruments and costs relatng to
strategic changes that are not cansidered normal operating costs of the underng business (see note 5)

Other segmental information

2012 2011
UK Internatlonal Total UK Intemational Total
£m £m €m £m £m £m

Additions to property, plant and equipment

and mntangible assets {excluding goodwill) 671 4 661 737 5 463 6 279 4915

Depreciation and amortisation 4358 343 470 1 434 5 330 467 5

Impairment and asset wnite-offs 73 505 57 8 34 - 34

Total assets 6,247 1 1,026 2 72733 6,287 6 1,056 5 7,344 1

Non-current assets 4,894 6 9186 5813 2 4,751 1 951 3 5,702 4
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3 Expense analysis
2012 2011
Undarlying Adjustments Total Underiying Adustments Total
£m £m £m £m £m £m
Revenue 9,934 3 - 9,934 3 9,740 3 - 9,740 3
Cost of sales (6,179 1) - {6,179 1) 6,015 6) - {6,015 6)
Gross profit 3,755 2 - 3,755 2 37247 - 3,724 7
Seling and administrative expenses (3,021 9) - (3,021 9) (2,959 7) - (2,959 7)
Other operating ncome 767 - 767 599 - 59 9
Non-GAAP adjustments to underlying profit
{see note 5) - {63 5) (63 5) - 120 120
Operating profit 8100 {63 5) 746 5 824 9 120 836 9
The seling and administrative expenses are further analysed below
2012 2011
€m £m
Employee costs {see note 10A) 1,2535 1,264 2
Occupancy costs 637 9 5853
Reparrs, renewals and maintenance of property 101 4 o1 8
Depreciation, amortisation and asset write-offs 4797 467 5
Other costs 549 4 540 ¢
Selling and adrministrative expenses 3,021 9 2,9597
4 Profit before taxation
The following items have been included n arnving at profit before taxation
2012 2011
£m £€m
Net foreign exchange losses/(gains} 01 30
Cost of inventories recognised as an expense 6,127 0 57818
Depreciation of property, plant, and equipment
- owned assets 3935 403 3
— under finance leases 113 132
Amortisation of intangible assets 653 510
Prcfit on property disposals - (29
Operabing lease rentals payable
— property 2787 247 6
- fixtures, fittings and equipment 78 87

Included in administrative expenses Is the auditors’ remuneration, including expenses for audit and non-audit services, payable
to the Company's auditors PricewaterhouseCoopers LLP and its associates as follows

2012

201

£m £m
Annual audt of the Company and the consolidated financial statements 06 06
Audit of subsidiary companies 10 10
Other services pursuant to legislation 03 01
Tax services 04 a6
Other services 01 01

24 24
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The adjustments made to reported profit before tax are income and charges that are one-off in nature. significant and distort

the Group’s underlying performance These adjustments include

— Profit and loss on the disposal of properties — these are one-off In nature and therefore create volatiity in reported earnings,
— IAS 19 credit arising from changes to the Marks and Spencer lreland defined benefit pension scheme rules whereby members'

future pensionable pay INcreases have been capped at 4 0%,
- IAS 38 imparrment of assets — due to the continuing decline of the Greek economy, the carrying value of the Marks and

Spencer Marinopoulos B V goodwill has been fully mpaired to reflect its recoverable value (note 14) and the net book value

of property, plant and equipment In loss making stores in the Greece group have been impaired (note 15) Last year, the value

of an Investment property was impaired to reflect its recoverable value, in ine with its current markat value,
— IAS 39 far value movement on the Czech put option — the put opticn value has been revised to reflect the latest three year

business plan,

— |AS 39 far value movement of the embedded dervative In a lease contract based upon the expected future RPI versus the

lease contract In which rent increases are capped at 2 5%, with a floor of 1 5%, and

- Strateqic programme costs relate to the strategy announcements made in November 2010 and include the costs associated

with the Focus on the UK plans This includes brand segmentation and business ntegration costs, asset write-cffs,

accelerated depreciation and exit from technology in the prior year These costs are not considered normal operating costs

of the business

The adjustments made to reported profit before tax to arnve at underlying profit before tax are

2012 2011
Note £m £m
Profit on property disposals - 29
IAS 19 lreland one-off pension credit 1 - 107
IAS 36 Imparment of assets 14,15 {44 9) (63)
|AS 39 Far value movement of financial instrument 6, 21 156 54 3
1AS 39 Farr value movernent of embedded denvative 21 {0 2) 203
Strategic programme costs (18 4) (15 6)
Total adjustments (47 9) 66 3
6 Finance iIncome/costs
20Mm
2012 restated
tm £m
Bank and other Interest receivable 71 47
Pension finance income (net) (see note 116) 256 37 6
Underlying finance income 327 42 3
Farr value movement on financial instrument (see note 5) 156 54 3
Finance income 48 3 96 6
Fee payable on the transfer of denvative assets to the pension fund - {8 5)
Interest on bank borrowings (5 5) 77
Interest payable on syndicated bank facility (30} (18}
Interest payable on medium-term notes (126 4) (126 9}
Interest payable on finance leases {07) 42)
Unwind of discounts on financial instruments (12) (3 8)
Finance costs (136 8) (152 9)
Net finance costs (88 5) (56 3)

The far value movement on financial Instrument represents the valuation of the put option over the 49% non-controlling interest
in the share capital of Marks and Spencer Czech Republic a s This excludes the annual unwind of the discount on the financial

instrument which 1s included in underlying finance costs (see note 21)
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7 Income tax expense
A. Tax charge
202 2011
£m £m
Current tax
UK corporation tax on profits for the year
- current year 1759 2158
- adjustments in respect of prior years 93) (8 B}
UK current tax 166 6 207 2
Overseas current tax 116 111
Total current tax 178 2 218 3
Deferred tax
- ongination and reversal of temporary differences (10 5) {30 4)
- adjustments m respect of prior years 140 72
- changes Iin tax rate (13 3) {13 1)
Total deferred tax (see nate 23) (9 8) (36 3)
Total iIncome tax expense 168 4 182 0
B Tax reconcihation
2012 2011
£m £m
Proft before tax 658 0 78086
Tax at the standard UK corporation tax rate of 26% {last year 28%) 1711 218 6
Depreciation, charges and cther amounts on non-gualifying fixed assets 36 1@
Other income and expenses not taxable or deductible (11 1) (11 2)
Deferred tax rate change benefit {131) (12 9)
Overseas profits taxed at rates different to those of the UK (8 6) (4 2)
Benefit of current year losses not recognised 14 3 73
Adustments to tax charge in respect of prior penods 47 (14
Adustments to underlying profit
Profit on property disposals - {0 8}
IAS 19 Ireland one-off pension credit - {17)
IAS 36 Imparment of assets M7 18
IAS 39 Farr value movement of financial instrument (40) (15 2)
Deferred tax rate change benefit (0 2) 02
Total iIncome tax expense 168 4 182 0

The effective tax rate was 25 6% (last year 23 3%) and the underlying effective tax rate was 24 5% (last year 25 1%}

On 21 March 2012, the Chancellor of the Exchequer announced the main rate of corporation tax will reduce from 26% to 24%
from 1 Apri 2012 This change of rate became substantively enacted for the purposes of IAS 12 "Income Taxes” on 26 March
2012 when the House of Commons passed a resolution in respect of it under the provisional Collection of Taxes Act 1968 The
Group has remeasured 1its UK deferred tax assets and liabilities at the end of the reporting period at 249, which has resulted in
the recognition of a deferred tax credit of £13 3m in the iIncome statement (reducing the total effective tax rate by 2 0%), and the
recognition of a deferred tax credit of £1 8m in other comprehensive income

The Chancellor further stated his intention to reduce the main rate of corporation tax from 24% to 23% from 1 April 2013 and a
further 1% reduction to 22% from 1 April 2014 These changes have not been substantively enacted at the date of the statement of
financial position Had these changes been enacted, then the cumulative effects would have been credits to the income statement
of £19 9m (23%) or £26 5m (22%), and credits to other comprehansive ncome of £2 7m (23%) or £3 Bm {22%)
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Notes to the financial statements continued

8 Earnings per share

The calcutation of earnings per ordinary share 1s based on earmings after tax and the weighted average number of ordinary
shares in 1ssue dunng the year

The underlying earnings per share figures have also been calculated based on earnings before profits and losses on the disposal
of propertias, pension credits arising on changes to the defined benefit pension schemes, impairment charges, non-cash far
value movements in financial Instruments, and costs relating to strategic changss that are not considered normal operating
costs of the underlying business (see note 5) These have been calculated to allow the shareholders to gan an understanding

of the underlying trading performance of the Group

For diluted earnings per share, the weighted average number of ordinary shares in Issue 1s adjusted to assume conversion of

all dilutive potential ordinary shares The Group has only one class of dilutive potential ordinary shares being those share options
granted to employees where the exercise prce 1s less than the average market pnce of the Company’s ordinary shares during
the year

Details of the underlying earnings per share are set out below

2012 2011
£m tm
Profit attnbutable to equity share holders of the company 5131 6120
{Less)/add (net of tax)
Profit on property disposals - 29
IAS 19 Ireland one-off pension credit - (S 4}
IAS 36 Imparment of assets 396 63
IAS 39 Far value movement of financial Instrument {15 6} (54 3)
{AS 30 Fair value movement of embedded denvative 02 (15 1}
Strategic programme cosis 138 115
Undetying profit attnbutable to equity share holders of the company 551 1 548 1
Mullion Million
Weighted average number of ordinary shares in issue 1,579 3 1,577 1
Potentially dilutive share options uncer Group's share option schemes 129 156
Weighted average number of diluted ordinary shares 1,592 2 1,5927
Pance Pence
Basic earnings per share 325 388
Diluted earmings per share 322 384
Underlying basic earnings per share 349 348
Underlying diluted earrungs per share 346 344
9 Dividends
2012 2011 2012 2011
per shara per share £m £m
Dividends on equity ordinary shares
Paid final dwvidend 10 Bp 9 5p 1702 1497
Paid interm dwvdend 6 2p 6 2p 97 6 97 8
17 Op 15 7p 267 8 247 5

In addition, the directors have proposed a final dividend in respect of the year ended 31 March 2012 of 10 8p per share
amounting to a dividend of £172 3m it will be paid on 13 July 2012 to sharehclders who are on the Register of Members on

1 June 2012 In ine with the requirements of IAS 10 — ‘Events after the Reporting Pericd’, this dividend has not been recognised
within these results

The Group's policy to grow dividends in ine with undertying earmings per share 15 explained in the Financial Review on page 36
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A. Aggregate remuneration
The aggregate remuneration and associated costs of Group employees were

2012

201

Total Total
£m £m

Wages and salanes 1,061 3 1,077 0
Social secunty costs 777 785
Pension costs 577 60 0
Share-based payments (se¢ note 13) 325 317
Employee welfare and other personnel costs 46 0 372
Captahsed staff costs 217 {20 2)
Aggregate remuneration 1,2835 1,264 2
One-off pension credit {see note 5) - {10 7)
Total aggregate remuneration 1,253 5 1,253 5
Detals of key management compensation are gwen in note 28

B. Average monthly number of employees

2012 2011

UK stores

- management and supervisory categores 5,784 5,696
— other 65,474 83,005
UK head office

- management and supervisory categories 2,782 2,453
- other 718 681
Overseas 6,450 6,334
Total average monthly number of employees 81,208 78,169

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 57,054 (last year 54,675)

C. Directors’ emoluments

Emoluments of directors of the Company are summarised below Further detalls are given in the Remuneration Report on

pages 54 to 67

2012
£000

2011
000

Aggregate emoluments

7,796

11,618

The emoluments include payments to directors who retired from the Board in 2010/11 of Enif (last year £3,138,000)

11 Retirement benefits

The Group provides pension arrangements for the benefit of its UK employees through the Marks & Spencer UK Pension

Scheme This has a defined benefit section, which was closed to new entrants with effect from 1 April 2002, and a defined
contribution $ection which has been open to new members with effect from 1 Apnl 2003

The defined benefit section operates on a final salary basis and at the year end had some 14,000 active members (last year
15,000), 56,000 deferred members {last year 58,000) and 51,000 pensioners {last year 51,000} At the year end, the defined
contribution section had some 9,000 active members (last year 9,000) and some 2,000 deferred members (last year 2,000)

The Group also operates a small funded defined benefit pension scheme in the Republic of Ireland  Retirement benefits also
nclude a UK post-retirement healthcare scheme and unfunded retirement benefits

Within the total Group retirement benefit cost of £32 1m (last year £22 4m excluding a one-off pension credit of £10 7m),
£12 Om (last year £1 Om) relates to the UK defined benefit section, £15 9m (last year £14 3my) to the UK defined contnbution
section and £4 2m (last year £7 1m) to other retirement benefit schemes
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Notes to the financial statements continued

11 Retirement benefits continued

A Pensions and other post-retirement habihities

2012 201
£m £m
Total market value of assets 6,186 4 5,398 1
Present value of scheme llabilities {6,095 1} (5,215 §)
Net funded pension plan asset 913 1826
Unfunded retirement benefits {0 8) 09
Post-retirement healthcare {12 5) (13 2)
Net retirement benefit asset 78 0 168 6
Analysed in the statement of financial position as
Retirement benefit asset N3 182 6
Retrement benefit deficit (133) (14 1}
780 168 5

B. Financial assumptions

A full actuanal valuation of the UK Defined Benefit Pension Scheme was carried out at 31 March 2009 and showed a deficit of
£1 3bn A funding plan of £800m was agreed with the Trustees The difference between the valuation and the funding plan 1s
expected to be met by investment returns on the existing assets of the pension scheme The financial assumptians for the UK
scheme and the most recent actuanal valuations of the other post-retirement schemes have been updated by independent
qualfied actuares to take account of the requirements of IAS 19 - ‘Employee Benefits' in order to assess the llabiities of the
schemes and are as follows

2012 2011

% %
Rate of increase in salanes 10 10
Rate of Increase in pensions in payment for service 23-31 24-34
Discount rate 46 55
Inflation rate 31 34
Long-term healthcara cost increases 71 74

The inflation rate of 3 1% reflects the Retail Price Index (RPI) rate In ine with changes to legislation certan benefits have been
calculated with reference to the Consumer Price Index (CP} as the inflationary measure and 1n these instances a rate of 2 1%
{last year 2 7%) has been used Last year, the change from RPI to CPl for deferred revaluation was included In the results,
resulting in a gain of approximately £170m, taken as an actuanial gain on the obligakon

The amount of the surplus varies if the main financial assumptions change, particularly the discount rate If the discount rate
ncreased/decreased by 0 1% the IAS 19 surplus would increase/decrease by ¢ £110m (last year £90m) If the inflation rate
increased by G 1%, the IAS 19 surplus would decrease by ¢ £75m and if the inflatron rate decreased by 0 1%, the 1AS 19
surplus would increase by ¢ £65m

C Demographic assumptions

Apart from cash commutation and post retirement mortality, the demographic assumptions are in ine with those adopted for
the last formal actuanal valuation of the scheme performed as at 31 March 2009 The allowance for cash commutation reflects
actual schems experience The post-retirement mortality assumptions are based on an analysis of the pensioner mortality trends
under the scheme for the penoad to March 2009 updated to allow for anticipated longewity Improvements over the subsequent
years The specific mortality rates used are based on the SAPS tables, adjusted to allow for the experience of scheme
pensioners The life expectancies underlying the valuation are as follows

2012 2011
years years

Current pensioners (at age 65) - males 221 220
- females 234 234

Future pensioners (at age 65) - males 232 232
- females 243 24 3

An Increase of one year n the life expectancies would decrease the IAS 19 surplus by ¢ £200m
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D Analysis of assets and expected rates of return
The major categores of assets as a percentage of total plan assets are

2012 2011 202 2011
£m m % %
Scothish Lmited Partnership interest (see note 12) 664 8 656 0 11 12
UK equities 2326 3033 4 8
Qverseas equities 777 4 839 4 13 16
Government bonds 1,750 9 1,446 9 28 27
Corporate bonds 1,4557 1,531 4 23 28
Swaps? 2759 (48 2) 4 (1)
Cash and other 1,029 1 669 3 17 12
Total market value of assets 6,186 4 5398 1 100 100
1 The swaps hedge interest and inflation rate exposures within the schemes Liabilibes i
The expected long-term rates of return are
2002 2011
% %
Scotish Limited Partnership interest (see note 12) 35 46
UK equities 78 84
Overseas equities 78 84
Government bonds 33 43
Corporate bonds 49 58
Swaps 33 41
Cash and other 33 41
Overall expected return 49 58

The overall expected return on assets assumption 1s dernved as the weighted average of the expected returns from each of
the main asset classes The expected return for each asset class reflects a combination of historical perfermance analysis, the
forward-looking views of financial markets (as suggested by the yields avaiable) and the views of iInvestment organisations
Consideration 1s also given to the rate of return expected to be available for renvestment

At year end, the UK scheme indirectly held 107,216 (last year 122,362) ordinary shares in the Company through its investment

In an Aguila Life UK Equity Index Fund

E. Analysis of amount charged against profits

2012

2011

£m om
Operating cost
Current service cost 567 590
Curtalment charge 10 10
Cne-off pension credit (see note 5) - (107)
577 493
Finance cost
Expected return on plan assets (307 4) (323 1)
Interest on scheme liabilities 2818 2855
Net finance income {25 6) (37 6
Total 321 17
F. Scheme assets
Changes in the farr value of the scheme assets are as follows
2012 201
£m £m
Fair value of scheme assets at start of year 5,398 1 4,948 6
Expected return on scheme assets? 307 4 3231
Emgployer cantributions 1319 2598
Contnbutions from scheme members - 02
Benefits paid (230 4) {256 3)
Actuanal gain 5810 1241
Exchange movement {16 {t 4)
Fair value of scheme assets at end of year 6,186 4 5,398 1

i The actual return on scheme assets was CB88 4m {last year return of £447 2m)
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Future contrnibutions to the UK scheme will be made at the rate of 17 8% of pensionable salanes up to the next full actuanal
valuation The Group expects to contribute ¢ £35m to the UK defined benefit scheme for the year ended 30 March 2013 In
addition 1o this, a further £32m (last year £35m) of cash contributions were made in March 2012 per the funding plan agreed

n May 2010

G. Retirement benefit obhigations

Changes in the present value of retirement benefit obhgations are as follows

22

201

£m £m
Present value of obligation at start of year 5,229 6 53151
Current service cost 567 590
Curtalment charge 10 10
One-off pension cradit {see note 5) - (107)
Interest cost 2818 2855
Contnbutions from scheme members - 02
Benegfits paid (230 4) {256 3)
Actuanal loss/{gan) 7709 {161 9)
Exchange movement (12 (2 3)
Present value of obligation at end of year 6,108 4 5,2296
Analysed as
Present value of pension scheme tiabilities 6,095 1 52155
Unfunded pension plans 08 09
Post-ratirement healthcare 125 132
Present value of obhgation at end of year 6,108 4 5,229 6
H. Cumulative actuanal gains and losses recognised In equity
2012 2013
£m £m
Loss at start of year (1,222 9) (1,508 Q)
Net actuanal (losses)/gains recognised In the year (189 9) 286 0
Loss at end of year {1,412 B) (1,222 9)
I. History of experience gains and losses
2012 2011 2010 2009 2008
£m £m £m £m £m
Experience adjustments ansing on scheme assets 5810 1241 867 7 (1,280 3) (422 6)
Experience (losses)/gans ansing on scheme liabilities (85 3) 8 4) 362 B12 (61 5)
Changes in assumptions underlying the present value of scheme
Iiabities (685 6) 1703 {1,155 5) 2720 1,089 5
Actuanal {losses)/gains recognised in equity (189 9) 286 0 {251 86) (927 1) 605 4
Fair value of scheme assets 6,186 4 5,398 1 4,948 6 39770 504585
Present value of scheme hkabilities {6,095 1) 5,215 5) {5,298 6) {4,112 4} (4,542 3)
Pansion scheme asset/(deficit) 913 182 8 {350 0) (135 4} 503 2
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12 Marks & Spencer UK Pension Scheme interest in the Scottish Limited Partnership

Marks and Spencer plc is a general partner and the Marks & Spencer UK Pension Scheme 15 a imited partner of the Marks
and Spencer Scottish Umited Partnershup As such, the partnership (s consolidated into the results of the Group

The Marks and Spencer Scottish Limited Partnership holds £1 5bn of properties which have been leased back to Marks and
Spencer plc at market rates The Group retains control over these properties, including the flexbility to substitute alternative

properties The imited partnership interest (held by the Marks & Spencer UK Pension Scheme) entitles the Pension Scheme
to receive an annual distnbution of £71 8m from the profits of the Partnership earned from rental Income, discretionary at the
instance of Marks and Spencer plc

The discretionary nght 1s exercisable if the Group does not pay a dividend or make any other form of return to its shareholders
This is an equity Instrument, disclosed within other reserves Since the Group has paid an interm dividend in relation to 2011/12,
the associated distrbution of £71 9m 15 payable to the Pension Scheme and has been recognised as a hability {ast year £71 9m),
and 1s reflected as reduction in other reserves When such reserves are no longer sufficient, this distnbution will be charged to
retaned earnings  The future value of total discretionary scheduled payments I1s approximately £719m (last year £781m)

Under 1AS 19, the partnership interest of the Pansion Schems in the Marks and Spencer Scottish Limited Partnership is included
within the UK pension scheme assets, valued at £684 8m (last year £656 Om) For further detals see note 11 The market value
of this non-gquoted financial asset 1s measured based on the expected cash flows and benchmark asset-backed credit spreads

As general partner, Marks and Spencer plc has a nght of pre-emption in respect of a transfer by the Pensicn Scheme of its
limited partnership interest to another party This allows the general partner to direct that, mstead of transferring the imited
partnership interest to such a party, the general partner can instead nominate the transferee In addition, the partnership
agreement includes a clause such that, following a default event (including the appointment of an admirustrator, iquidator,
recerver or similar officer In respect of Marks and Spencer plc or Marks and Spencer Group plc) or on a relevant change of
law, the net present value of the outstanding distributions becomes payable to the Pension Scheme by the Scottish Limited
Partnership at the option of the Pension Scheme On the basis of the expected cash flows associated with such an event,
the relaied financial ability has been far valued at Enil

On 21 May 2012 the terms of the Scottish Limited Partnership were changed See note 29

13 Share-based payments

The charge for share-based payments for the year was £32 5m {last year £31 7m) Of the total share-based payments charge,
£15 Om (last year £11 4mj} relates to the Save As You Earn Share Option scheme The remaining charge 1s spread over the other
schemas Further details of the option and share schemes that the Group operates are provided In the Remuneration report on
pages 59 to 60

A. Save As You Earn Share Option Scheme

Under the terms of the scheme, the Board may offer options to purchase ordinary shares in the Company once n each financial
year 10 those employees who enter into an HM Ravenue & Customs (HMRC) approved Save As You Earn (SAYE) savings contract
HMRC rules Imit the maximum amount saved to £250 per month The price at which options may be offered is 80% of the average
mid-market price for three consecutive dealing days preceding the offer date The opticns may normally be exercised dunng the six
moenth perod after the completion of the SAYE contract, either three or five years after entering the scheme

2012 2011

Weightad Waighted

Numbar of average Number of average

options exercisa price options exarcise pnce

Quitstanding at beginning of the year 54,285,921 249 9p 52,560,561 249 9p
Granted 18,366,990 258 Op 8,162,499 319 Op
Exercised {19,345,308) 205 6p (1.210,770) 324 7p
Forfeited {4,327,447) 285 6p (3,755,659 266 4p
Expred {1,744,814) 481 8p (1,460,710} 530 6p
Qutstanding at end of the year 47,245,342 259 3p 54,295,921 249 9p
Exercisable at end of year 2,803,103 278 9p 2,150,364 446 6p

For SAYE share options exercised durng the period, the weighted average share price at the date of exercise was 325 Qp (last
year 366 3p)
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13 Share-based payments continued

The farr values of the options granted during the year have been calculated using the Black-Scholes model assuming the inputs
shown below

2012 2011

3-year plan 3 year plan
Grant date Nov 11 Nov 10
Share price at grant date 322p 399p
Exercise pnce 258p 319p
Option hfe in years 3 years 3 years
Risk-free rate 0 5% 15%
Expected volatiity N 4% 44 5%
Expected dividend yield 54% 4 0%
Farr value of option 67p 125p

Volatility has been estimated by taking the historic volatility in the Company’s share price over a three year penod

The resulting farr value 1s expensed over the service period of three years on the assumption that 15% of options will lapse over
the service penod as employees lgave the Group

Outstanding optons granted under the UK Employees' SAYE Schemae are as follows

Waighted average remaining

Number of options contractual life (years)

Options granted 2012 201 2012 2011 Optian price
January 2006 - 538,403 - 02 348p
January 2007 583,961 630,926 02 12 559p
January 2008 655,213 2,178,087 12 09 517p
January 2009 15,727,797 35,826,944 19 20 203p
January 2010 6,349,383 7,253,289 12 22 292p
January 2011 6,016,473 7,868,272 22 32 319p
January 2012 17,912,510 - 32 - 258p

47,245,342 54,295,921 23 22 259p

B. Performance Share Plan*

The Performance Share Plan 1s the primary long-term incentive plan for approximately 100 of the most senior managers and

was first approved by shareholders in 2005 Under the plan, annual awards, based on a percentage of salary, may be offered
The extent to which the awards vest 1s based on adusted (underlying basic} earnings per share growth over three years The
value of any dividends earned on the vested shares dunng the three years will also be paid on vesting Further details are set

out In the Remuneration report on page 5¢ Awards under this scheme have been made In each year since 2005

During the year, 7,887,169 shares (last year 7,788,119) were awarded under the plan The weighted average farr value of the
shares awarded was 350 8p (last year 342 2p)

C Deferred Share Bonus Plan*

The Deferred Share Bonus Plan was introduced in 2005/06 as part of the Annual Bonus Scheme for approximately 450 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 thase shares, other than continued
employment, and the value of any dividends earned during the deferred penod will be paid on vesting

During the year, 2,366,847 shares (last year 4,982,573) have been awarded under the Pian in relation to the annual bonus The
fair value of the shares awarded was 378 4p {last year 341 2p) As at 31 March 2012, 6,396,018 shares (last year 4,948,663)
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 recrutment of sentor
managers who ars vilal to the success of the business The Plan operates for senior managers below executive director level
Awards under the Plan are made as part of ongoing reviews of reward packages, and for recruitment The shares are held in
trust for a penod of between one and three years, at which point they are released to the employee, subject to them still being
in employment The value of any dividends earned duning the restnicted period will also be paid at the time of vesting

During the year, 1,356,046 shares (last year 651,000) have been awarded under the Plan The weighted average far value of the
shares awarded was 356 9p {last year 355 2p)

* Nil cost options
For the purposas of calcutating the number af nil cost opuons awarded the share price used 18 the average of tha mid-rnarket prica for tha fiva consecutva dealing days
precediny the grant gate
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13 Share-based payments continued

E. Republic of Ireland Save As You Earn Scheme

Sharesave, the Company’s Save As You Earn Scheme was introduced n 2009 to all employees in the Republic of Irefand for a
ten year period, after approval by shareholders at the 2009 AGM The scheme I1s subject to Insh Revenue rules which imit 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 will buy when the contract matures, at a discounted price set at the start of
the scheme The price at which the options may be offered 1s 80% of the average miud-market pnce for thres consecutive days
preceding the offer date Options cannot normally be exercised until a minimum of three years has elapsed

Dunng the year, 97,270 (last year 147,100) options were granted, at a far value of 67 3p (last year 124 9p)

F. Marks and Spencer Employee Benefit Trust

The Marks and Spencer Employee Benefit Trust {the Trust) holds 10,621,823 shares {last year 8 851,592) with a book value

of £34 4m {last year £27 6m) and a market value of £40 2m {last year £29 8m) These shares were acquired by the Trust in the
market and are shown as a reduction n retained garnings In the consolidated staterment of financial position The Trust used
funds provided by Marks and Spencer plc to meet the Group's obligations Awards are granted to employees at the discretion of
Marks and Spencer plc and shares awarded to employees by the Trust In accordance with the wishes of Marks and Spencer plc
under senior executive share schemes Dividends are waved on all of these plans except for the Deferred Bonus Share Plan and
Restncted Sharg Plan where dividends are paid via a Dividend Reinvestment Plan for awards made in the form of forfeitable shares
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14 Intangible assets

Computer
Computer software under
Gooawll Brands softwara developmant Total
£m £m £m £m £m
At 3 Apnl 2010
Cost or valuation 127 9 BOO 2392 1200 567 1
Accumulated amortisation - (29 3) {85 0) - {114 3)
Net bock value 127 9 507 154 2 1200 4528
Year ended 2 Apnl 2011
Opening net book value 127 9 507 154 2 1200 4528
Additions - - B3 4 431 1265
Transfers - - 104 9 {104 9) -
Disposals - - 0 3) - 0 3)
Amortisation charge - (53) {46 7) - (51 0)
Exchange difference 03 - - - @3
Closing net book value 127 6 45 4 296 5 58 2 5277
At 2 April 201t
Cost or valuation 127 6 800 427 1 58 2 692 9
Accumulated amortisation - (34 6) (130 B} - (165 2}
Net book value 127 8 45 4 296 5 582 527 7
Year ended 31 March 2012
Opening net book value 127 6 a5 4 296 5 58 2 5277
Additions - 324 729 529 158 2
Transfers - - 370 {37 0} -
Disposals - - (10) - 10
Impairrment (34 9) - - - (34 4)
Amortisation charge - (5 3) (60 0Q) - (65 3)
Exchange difference (0 6) - (0 3) - (0 9)
Closing net book value 92 6 725 3451 741 584 3
At 31 March 2012
Cost 127 0 1124 535 4 741 848 9
Accumulated amortisation and impairment (34 4) (39 9) (190 3) - (264 6)
Net book value 92 6 725 345 1 741 584 3
Goodwill relates to the following business umts
Marks and Marks and Supreme
Spencer Spencer Tradelinks
Marinopoulos Czech Privata
per una 8v fRepublle a.3 Limlted Total
fm £m £m £m £Em
Cost and net book value at 2 April 2011 69 5 344 155 82 1276
Impairment - (34 4) - - {34 4)
Exchange difference - - {01) {05) {0 6)
Cost and net book value at 31 March 2012 69 5 - 154 77 92 6

Goodwill 1Is not amortised, but tested annually for mpairment 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 (CGUs) which
include the combinad retail and wholesale busingsses The key assumptions for the recoverable amount of all units are the
long-term growth rate and the discount rate The long-term growth rate used s purely for the impairment testing of goodwill
under IAS 36 - 'Imparrment of Assets' and does not reflect long-term planning assumptions used by the Group for investment
proposals or for any other assessments The pre-tax discount rate 1s based on the Group's weighted average cost of capital,
taking into account the cost of capital and borrowings, to which specrfic market-related prermium adjustments are made per una
discount rate 10 8% (last year 9 9%), Marks and Spencer Marnnopoulos B V 16 2% {last year 17 7%;), Marks and Spencer Czech
Republic as 12 3% (last year 11 8%) and Supreme Tradelinks Private Lumited 12 7% (jast year 13 3%)

The valuations use cash flows based on detailled financial budgets prepared by management covering a three year penod Cash
flows beyond this three year period are extrapolated for Marks and Spencer Czech Republic a s at a growth rate of 1 5% (last
year 2 0%) and Supreme Tradelinks Private Limited at a growth rate of 1 5% (last year 2 0%) To stress test, nil growth has been
assumed for per una and Marks and Spencer Marnopoulos B V These rates do not exceed the long-term average growth rate
for the Group's retal businesses
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Based on the above assumptions and due to the current economic environment in Greece and neighbouring countries, the
Marks and Spencer Mannopoulos B V goodwill has been mparred in full giving nse to a charge of £34 4m This loss has been
recognised within selling and administration expenses in the Income statement No other goodwill impairment charges have

been recognised in 2011/12 (last year £nil}

If a zero per cent growth rate 1s assumed or the discount rate is increased by a pre-tax rate of 2 0%, per una, Marks and

Spencer Czech Republic a s and Supreme Tradelinks Private Limited goodwill would not be mpaired

Brands consist of the per una brand cost of £80 0m and the M&S Mode brands which were purchased on 2 May 2011 for

£32 4m The per una brand 1s a definite ife intangible asset and 1s amortised on a straight hne basis over a penod of 15 years
and I1s only assessed for impairment where such indicators exist The M&S Mode brands have been attrbuted an indefinite Iife
as they gwe the Group the future nght to use the ‘“M&8' brand across Europe This is consistent with the Group's expansion
plans N Europe and existing M&S brand recognition from its current presence Similar to goodwill, the M&S Mode brands are
assessed for imparrment annually based on therr value in use The M&S Mode brands have been allocated for mparrment testing
across the European business Mo brand impairment charge has been recognised n 2011/12

15 Property, plant and equipment

Fixturas Assets in the
fitings and course of
Land and bulgings equipment construction Total
£m £m £m £m

At 3 Apnl 2010
Cost 2,576 4 50439 121 2 7.7415
Accumulated depreciation (118 7) (2,800 8) - (3,019 5)
Net book value 2,457 7 21431 121 2 4,722 0
Year ended 2 Apnl 2011
Opening net book valug 2,457 7 2,143 1 1212 47220
Additons 231 1731 168 8 365 0
Transfers 224 66 7 {89 1) -
Disposals (14 {13) - 27
Asset write-oifs - (3 4) - (3 4)
Depreciation charge {15 7) {400 8) - {416 5)
Exchange difference ()] 21) ~ 22)
Closing net book value 2,486 0 19753 2009 4,662 2
At 2 Apnl 2011
Cost 2,730 52632 2009 8,194 1
Accumulated depreciation (244 0) (3,287 9) - (3,531 9
Net book value 2,486 0 19753 2008 4,662 2
Year ended 31 March 2012
Cpening net book value 2,4860 19753 2009 4,662 2
Additions 171 2795 2827 5793
Transfers 253 127 9 {153 2) -
Disposals {0 8) {6 8) - {7 6)
Asset whte-offs (130} {10 4) - {23 4)
Depreciation charge {16 4) (388 4) - (404 8)
Exchanga difference (9 4) 61) {0 3} (15 8)
Closing net book value 2,488 8 1,971 0 3301 4,789 9
At 31 March 2012
Cost 2,759 4 56129 3301 8,702 4
Accumulated depreciation {270 6) (3,641 9) - {3,912 5)
Net book value 2,488 8 1,971 0 3301 4,789 9

The net book value above includes tand and bulldings of £43 6m (last year £44 3m) and equipment of £26 4m (last year £31 8m)
where the Group I1s a lessee under a finance lease

Additions to property, plant and equipment dunng the year amounting te £6 Om ({last year £nil} were financed by new

finance leases
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16 Other financial assets
2012 201
£m £m
Non-currant
Unlisted investments 30 340
Current
Short-term investments? 254 4 209 4
Unlisted investments 61 65
2605 2159
1 includas £178 4m (last year £148 9m) and £48 2m (last year £44 2m) of monaey market depasits held by the Marks and Spencer Scottish Lirited Partnership and Marks and Spencer plc
respectively All short term investments are measured using Level 2 valuation techriques
Non-current unbsted investments are carred as avallable-for-sale assets Other financial assets are measured at far value with
changes in ther value taken to the Income statement
17 Trade and other receivables
2012 2011
£m tm
Necn-current
Other recewvables 338 352
Prepayments and accrued income 236 4 2409
270 2 2761
Current
Trade recevables 1158 998
Less Provision for imparrment of recevables {12) {1 3}
Trade recevables ~ net 114 6 98 3
Other recevables 239 255
Prepayments and accrued income 1145 126 5
2530 250 3

Trade receivables that were past due but not imparred amounted to £2 5m (last year £2 4m) and are mainly stering

denominated The directors consider that the carrying amount of trade and other receivables approximates their fair value

18 Cash and cash equivalents

Cash and cash equivalents are £196 1m (last year £470 2m) The carrying amount of these assets approximates therr farr value

The effective interest rate on short-term bank deposits 1s 0 36% (last year 0 40%) These deposits have an average matunty of

four days (fast year nine days)

19 Trade and other payables

2012

2011

£m £m
Current
Trade and other payables 988 6 918 2
Social secunty and other taxes 715 57 2
Accruals and deferred income 3890 3712
1,4491 1,347 6
Non-current
Qther payables’ 2808 262 3

1 Includes the far value of the put option aver tha 48% non-controling interest In the share capital of Marks and Spencer Czech Republic a s of £nil fast year £14 6m) exercisable on
4 Apnl 2013 and the far value of the put oplion over the 20% non-controling Nterest In the share capital of Marks and Spencer Greece S A. of £nil exercisabie In five Or tan years tme
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20 Borrowings and other financial iabilities

2012 2011
£m £m
Current

Bank loans and overdrafts' 38 4 274 8
8 375% £308m medium-term notes 20112 - 3151
5 875% £267m medium-term notes 20122 2806 -
Finance lease habiities a7 124
3277 602 3

Non-current
Bank loans 03 143
5 875% £267m medium-term noteg 201272 - 280 2
5 625% £400m medium-term notes 20142 399 9 399 7
6 250% US$500m medium-term notes 20172 3178 3168
6 125% £400m medium-term notes 20192 428 5 404 7
8125% £300m medwm-term notes 20212 3016 -
7125% US$300m medium-term notes 2037° 189 9 189 3
6 875% £250m puttable callable reset medium-term nctes 203724 253 3 253 2
Finance lease habilities 56 8 659
1,948 1 1,924 1
Total 22758 2,526 4

1 Bank loans and overdratts includes a £5 Om (ast year £5 Om) loan from the Hadge End Park Limied joint venture (se nota 28)

2 These notes are 1ssued undsr Marks and Spencer plc s £3bn European medium-tarm note programma and all pay interast annually
3 Intargst on these bonds 1s payable semi annually

4 These notes Include an investor put and 1ssuer call option exercisabie In December 2012

Finance leases

The minimum lease payments under finance leases fall due as shown in the table on the following page It 1s the Group's policy
to lease certain of its properties and equipment under finance leases The average lease term for equipment is five years (ast
year Six years) and 125 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 Group's obligations under
finance leases are secured Dy the lessors’ charges over the leased assets

21 Financial instruments

Treasury policy
The Group operates a centraiised treasury funchon to manage the Group's funding requirements and financial nsks N line with
the Beoard approved treasury policies and procedures, and their delegated authornties

The Group's financial Instruments, other than denvatives, comprise borowings, cash and hguid resources and vanous iterns,
such as trade recewvables and trade payabies, that anse directly from 1ts operations The mamn purpose of these financial
nstruments 1s to finance the Group’s operations

The Group treasury function also enters Into dervative transactions, principally interest rate and currency swaps and forward
currency contracts The purpose of these transactions 1s to manage the interest rate and currency risks ansmng from the Group's
operations and financing

it remains the Group’s policy not to hold or issue financial Instruments for trading purposes, except where financial constraints
necessitate the need to iquidate any outstanding investments The treasury function 1s managed as a cost centre and does not
engage in spaculative trading
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Notes to the financial statements continued

21 Financial instruments continued

Financial nsk management

The principal financial nsks faced by the Group are liguidity/funding, interest rate, foreign currency and counterparty risks
The policies and strategles for managing these risks are summarised on the following pages

(a) Liquidity/funding nsk
The nsk that the Group could be unable to settle or meet its obligations at a reasonable pnce as they fall due,

— The Group's funding strategy ensures a mix of funding sources offering flexibility and cost effectiveness to match the
requirements of the Group

- Operating subsidiaries are financed by a combination of retained profits, bank borrowings, medium-term notes and committed
syndicated bank facilities N

At year end, the Group had a committed syndicated bank revolving credit facility of £1 325bn set to mature on 28 September
2016 This facility contains only one financial covenant being the ratio of earnings before interest, tax, depreciation, amortisation
and rents payable, to interest plus rents payable The covenant 1s measured semi-annually The Group also has a number of
undrawn uncomimitted facilities avaiable to it At year end, these amounted to £105m (last year £105m), all of which are due to
be reviewed within a year At the balance sheet date a sterling equivalent of £nil {last year £nil) was drawn under the commutted
facihues and £nil (last year £nil) was drawn under the uncommitied facilities

In addition to the existing borrowings, the Group has a euro medium-term note programme ¢of £3bn, of which £1 6bn (last year
€1 6bn) was Iin 1ssuance as at the balance sheet date

The 6 375% £308m bond was repaid in Novermber 2011 and a new 6 125% £300m bond was subsequently issued under the
programme In December 2011 matunng in 2021

The contractual maturity of the Group's non-derivative financial labilities and denvatives 1s as follows

Bank ioans Finance
and Syndicated  Medium-larm loase Dervative Dervative
overdrafts bank faciity notas labililes Total assets habiities Total
£m £m £m £m £m £m £m £&m
Timing of cash flows
Within one year (274 8) - (439 9) (16 0) 7307y 1,3883 (1,418©) (29 3)
Between one and two years (t4 3) - (380 1) {11 7) (406 1) 96 5 92 7) 38
Between two and five years - - {650 9) (15 8) (666 7) 1007 (103 7) (30
Moare than five years - - {1,992 8) (1958) (2,1886) 8302 (883 4) (53 2)
{289 1) - {3,463 7) (2383} (3,9921) 24167 (2,498 4) {81 7)
Effect of discounting and foreign exchange — - 1,304 7 1610 1,4657
At 2 Apri! 2011 {289 1) - (2,1590) 783} (2,626 4)
Timing of cash flows
Within one year (38 4) - (398 5) {11 8) (44B7) 11,5401 (1,529 4) 107
Between one and two years 03) - {517 1) {8 B) (526 2) 163 6 (161 9) 17
Between two and five ygars - - (283 8) {9 2) (293 0) 1105 (103 3) 72
Mare than five years - - (2,3109) {1921) (2,503 0) 804 6 (841 8) (37 2}
(387) -  (3,56103) (2219) (3,7709) 26188 (2,6364) {17 6)
Effect of discounting and foreign exchange - - 13387 156 4 1,4951
At 31 March 2012 (38 7) - (2171 86) {65 5) (2,275 8)

This table does not include trade and other payables (see note 19) due to the low associated lquidity nisk and the partnership
habiity to the Marks & Spencer UK Pension Scheme (see note 12)

The present value of finance lease habilities 1s as follows

2012 2011

£m £m
Within one year 87) {12 4}
Later than one year and not later than five years 87) {17 3)
Later than five years {48 1} (48 6)
Total {65 5} {78 3}

(b) Counterparty nsk
Counterparty risk exists where the Group can suffer financial loss threugh default er non-performance by financial institutions

Exposures are managed through Group treasury policy which mits the value that can be placed with each approved
counterparty to minimise the nsk of loss The counterparties are imited to the approved institutions with secure long-term credit
ratings A+/A1 or belter, assigned by Mocdy's and Standard & Poor's respectively, unless approved by exception by the CFO
Limits are reviewed regularly by senior management The credit nsk of these financial instruments 1s estimated as the far value of
the assets resulting from the contracts
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21 Financial instruments continued

The table below analyses the Group’s short-term investments and dervative assets by credit exposure excluding bank balances,
store cash and cash in transit

Credi rahng of courterpary*

AAAM AMA AA AA- At A A2
£m £m £rmn £m £m £m £m Total
Short-term investments! 183 1 17 0 543 191 791 - - 362 6
Denvative assets? - Q2 05 - 40 - 08 56
At 2 Apnl 2011 193 1 172 548 191 831 - 08 368 1
AhAmM AAA AA AA- A+ A- A2
£m £m £m £m £ m £m Total
Short-term investments® 198 5 - 20 428 271 200 - 2904
Denvative assets? - - 19 98 - 18 2 76 375
At 31 March 2012 198 5 - 39 526 271 38 2 76 3279

1 Includes cash on dapasit and money market funds hald by Marks and Spencer Scotush Limuted Partnarship Marks & Spencer ple and M S General Insurance LP
2 Excludes denvative asset option which 18 embeddead within tha £250m puttable callabie reset medium-term notes due 2037 and the embadded derivative within tha lease host contract

3 Exposure t¢ 2 counterparty approved as an exception 10 traasury policy
4 Standard & Pgor's equivalent rating shown as reference to the lowest credit rating of the counterparty from ether Standard & Poor s or Moody s

The Group has very low retail credit risk due to transactions being principally of a high volume, low value and short matunty

The maximum exposure to credit risk at the balance sheet date was as follows trade recevables £115m {last year £98mm), other
receivables £58m (last year £681m}, cash and cash equivalents £196m (last year £470m) and derivatives £111m (last year £40m)

(c) Foreign currency risk
Transactional foreign currency exposures anse from both the export of goods from the UK to overseas subsidianes, and from the
import of matenals and goods directly sourced from overseas suppliers

Group treasury hedges these exposures principally using forward foreign exchange contracts progressively covering up to 100%
out 1o 18 manths Whare appropriate, hedage cover can be taken aut longer than 18 months, with Board approval The Group s
primanly exposed to foreign exchange risk in relation to sterling aganst moverments in US dollar and euro

Forward foretgn exchange contracts in relation to the Group'’s forecast currency requirements are designated as cash flow
hedges with fair value movements recognised drrectly n comprehensive iIncome To the extent that these hedges cover actual
currency payables or recevables, then associated far value movements previousiy recognised in comprehensive Income are
recarded in the ncome statement 1n canjunction with the corresponding asset or lability As at the balance sheet date the gross
notional value In sterling terms of forward foreign exchange sell or buy contracts amountad to £1,221m (fast year £1,062m) with
a weighted average matunty date of seven months (fast year six months)

Gamns and losses in equity on forward foreign exchange contracts as at 31 March 2012 will be released to the income statement
at vanous dates over the following 15 months (last year 14 months) from the balance sheet date

The Group uses a combination of foraign currency debt and denvatives to hedge balance sheet transiation exposures As at the
balance sheet date €242m (last year €201m) and HK$221m {ast year HK$182m) of denvatives was hedging overseas net assets

The Group also hedges foreign currency intercompany loans where these exist Forward foreign exchange contracts in relation
1o the hedging of the Group’s foreign currency intercompany loans are designated as held for tracing with fair value movements
being recogrised in the Ncome statement The carresponding fair value movement of the ntercompany loan balance results n
an overall £nil impact on the income statement As at the balance shest date, the gross notional value of intercompany loan
hedges was £187m (last year £175m)

After taking into account the hedging denvatves entered into by the Group, the currency and interest rate exposure of the
Group’s financial labilites excluding short-terrn payabies, the liability to the Marks & Spencer UK Pension Scheme and the
Marks and Spencer Czech Republic a s put option, 18 set out below

2012 2011
Fixed rate Floating rate Total Fued rate Floating rate Toted
£m £m £mi £m £m £m

Currency
Sterling 2,030 4 2052 2,2356 2,030 1 4118 2,441 9
Euro 68 51 119 71 337 408
Hong Kong dollar - - - - - -
Other - 283 283 - 437 437

2,037 2 2386 2,2758 2,037 2 489 2 2,526 4
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21 Financial instruments continued

The floating rate sterling and euro borrowings are linked to interest rates related to LIBOR These rates are for periods between
one and three months

As at the balance sheet date and excluding finance leases, the fixed rate sterling borrowings are at an average rate of 5 8%
{last year 5 9%) and the weighted average time for which the rate s fixed 1s nine years {last year nine years)

(d) Interest rate risk

The Group 1s exposed to interest rate nsk in relation to sterling, US dollar, sure and Hong Kong dollar variable rate financial
assets and liabilities

The Group's policy I1s to use denvative contracts where necessary to maintain a mix of fixed and floating rate borrowings to
manage this risk The structure and maturity of these dernvatives correspond to the underlying borrowings and are accounted
for as far value or cash flow hedges as appropnate

At the balance sheet date, fixed rate borrowings amounted to £2,037 2m (last year £2,037 2m) representing the publhc bond
issues and finance leases, amounting to 90% {last year 81%) of the Group's gross borrowings

The effective interest rates at the balance sheet date were as follows

0z 2011

% %
Committed and uncommitted borrowings 05 ~
Medium-term notes 58 59
Finance leases 45 46

Derivative financial instruments

2012 2011
Assets Liabiltias Assots Liabiities
£m Em £m £m
Current

Oplhons - held for tracing 53 6 (53 6) 14 4 (14 4)
Forward foreign exchange contracts — cash flow hedges 133 (51) 28 (29 9}
— held for trading 01 (13) 12 @ 4)
— net iInvestment hedges - {0 5) - 27
Interest rate swaps - held for trading - - - 3
67 0 {60 5) 18 4 (50 7)

Non-current
Cross currency swaps — cash flow hedges - {26 5} - (37 5)
Forward foreign exchange contracts - cash flow hedges 01 07} Q7 —
Interest rate swaps — far vakie hedge 2490 - 08 -
Embedded dervative (see note 5) 201 - 203 -
44 2 {27 2) 218 (37 5)

The amounts reparted as options held for trading in derivatives assets and liabilities represent the fair value of the call option
with the puttable callable reset notes mirrored by the fair value of the sold option to have this call assigned The Group holds
a number of interest rate swaps to re-designate its sterling fixed debt to floating debt These are reported as farr value hedges
The Group also holds a number of cross currency swaps 1o re-designate Its fixed rate US dollar debt to fixed rate sterling debt
These are reported as cash flow hedges
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21 Financial instruments continued

Sensitivity analysis

The table below lilustrates the estmated impact on the Income statement and equity as a result of market movements In foreign
exchange and interest rates in relation to the Group's financtal instruments The Directors consider that a 2% +/- {last year 29)
maovement In interest rates and a 20% +/- (last year 20%) weakening in sterling represents a reasonable possible change
However this analysis 1s for illustrative purposes only

The impact in the Income statement due to changes N interest rates reflects the effect on the Group’s floating rate debt as at
the balance shest date The impact in equity reflects the farr value movement in relation to the Group's cross currency Swaps

The impagt from foreign exchange movements reflects the change In the fair value of the Group's transactional foreign exchange
cash flow hedges and the net investment hedges at the batance sheet date The equity impact shown for foreign exchange
sansitivity relates to denvative and non-denvative financial iInstruments hedging net iInvestments This value 1s expected to be
fully offset by the re-translation of the hedged foreign currency net assets leaving a net equity iImpact of zerc

The table excludes financial instruments that expose the Group to Interest rate and foreign exchange nsk where such risk 1s
fully hedged with another financial instrument  Also excluded are trade recevailes and payables as these are either sterling
denominated or the foreign exchange nisk 1s hedged

2%. decreasa 2% ncrease 20% 20%
I interast n interast waakening strengthening
rates rates n stering n starling
£m £m £m tm
At 2 Apnil 2011

Impact on income statement gain/{loss) 05 22 (2 8) 24
Impact on cther comprehensive income {loss)/gan (G 7) 54 44 3 28 5)

At 31 March 2012
Impact on income statement gain 15 08 - -
Irnpact on other comprehensive Income {ioss)/gan (53) 30 702 (46 8)

Fair value hierarchy
The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation
technigue

- Level 1 quoted (unadjusted) prices In active markets for identical assets or labilities,

- Level 2 other techriques for which all inputs which have a significant effect on the recorded farr value are observable, either
directly or indirectly, and

- Level 3 technigues which use inputs which have a significant effect on the recorded fair valug that are not based on
observable market data Unhsted equity investments are included in Level 3 The fair value of embedded denvatives is
determined using the present value of the estimated future cash flows based on financial forecasts The nature of the valuation
technigues and the jJudgement around the mputs mean that a change m assumptions could result In significant change m the
far value of the nstrument

As at the end of the reporting penod, the Group held the following financial instruments measured at farr value

2012 2011
Level 1 Level 2 Level 3 Total Leval 1 Level 2 Lavel 3 Total
£m £m £m fm £m £m £m om
Assets measured at fair value
Financial assets at far value through
profrt and loss
- Trading denvatives - 537 - 837 - 156 - 156
Derwvatives used for hedging - 374 - 374 - 43 - 43
Embedded dernvatives (note 5) - - 201 201 - - 203 203
Avallable-for-sale financial assets
- equity securties - - 30 30 - - 30 30
Lralilties measured at fair value
Financial habilities at far value through
profit and loss
- Trading derivatives - (54 9) - {54 9) - (18 1) — (18 1}
Dervative used for hedging - {32 8) - (32 8) - (70 1) - (70 1)
Put option over non-controling interest - - - - - - {14 8) (14 6)

There were no transfers between Level 1 and Level 2 farr value measurements, and no transfers into and out of Level 3 fair value
measurements in the current or prior years
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The following table presents the changes in Level 3 instruments

2012 2011

£m £m
Opening balance 87 (60 5)
Additions (see note 5) - 203
Gains and losses recognised in the income statement 144 48 9
Closing balance 231 87

The gains recognised in the Income statement relate to the valuation of the put option over a non-controlling interest and the
valuation of the embedded derivative In a lease contract A discount unwind on the put option of £1 Om (last year £5 4m) has
been recorded within underlying interest charges, with the far value movement of the put option of £15 6m (last year £54 3m}
and the farr value movement of the embedded dervative of EC 2m treated as adjustment to reported profit {see note 5)

Fair value of financial instruments

With the exception of the Group's fixed rate bond debt, there were no matenal dfferences between the carrying value of
non-denvative financial assets and financial labilities and therr far values as at the balance sheet date

The carrying value of the Group's fixed rate bond debt was £2,171 6m {last year £2,153 Omy}, the fair value of this debt was

£2,121 7m (last year £2,080 1m)
Capital policy

The Group’s objectives when managing capital are to safeguard its ability 10 continue as a gong concern in order to provide
optimal returns for shareholders and to mamntain an efficient capital structure to reduce the cost of capital

In doing so the Group's strategy 1s to maintain a capital structure commensurate with an investment grade credit rating and to !

retain appropnate levels of liquidity headrocm to ensure financial stabiity and flaxibility To achieve this strategy the Group
regularly monitors key credit metnics such as the geanng ratio, cash flow to net debt (see note 27) and fixed charge cover to

maintan thes position In addition, the Group ensures a combination of appropriate committed short-term liquidity headroom with
a diverse and balanced long-term debt matuniy profile As at the balance sheet date the Group’s average debt matunty profile
was nine years (last year nine years) Dunng the year the Group mamntained an investment grade credit rating of Baa3 (stable)

with Mcody’s and BBB- (stable) with Standard & Poor's

In order to maintain or realign the capital structure, the Group may adjust the number of dvidends paid to shareholders, return

capital to shareholders, 1ssue new shares or sell assets to reduce debt

22 Provisions

2012 2011
fm £m
At start of year a4 7 511
Prowvided in the year 78 108
Released in the year 34) (17}
Utiised during the year (16 5) (15 4)
Exchange differences 02) ©1)
At end of year 324 44 7
Analysis of provisions
Current 84 227
Non-current 240 220
Total provisions 324 44 7

The provisions primanly comprise one-off strategic programme costs associated with the Focus on the UK plans as well as

onerous lease provisions relating to the 2008/09 UK restructuring

The current element of the provision primarily relates to onerous leases, redundancies and strategic costs

The non-current element of the provision relates to store closures, primarly onerous leases, and 1s expected to be utiised over

a perod of ten years
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23 Deferred tax

Deferred tax 1s provided under the balance sheet llability method using a tax rate of 24% (last year 26%,) for UK differences and
tocal tax rates for overseas differences Detalls of the changes to the UK corporation tax rate and the impact on the Group are
descrbed n note 7

The movements in deferred tax assets and labilifies (after offsetting balances within the same jJunsdiction as permitted by IAS 12
- 'Income Taxes") dunng the year are shown below

Deferred tax (labilities)/assets

Other Total

Nan-current Accelerated Pension short tarm LK Overseas

assets termporary capital temporary termporary deferred deferred
differences allowances diffarences dfferences tax tax Total
£m £m £m £Em £m £m £m
At 4 Apnl 2010 (74 3) {123 7} 812 32 (120 0) (58) (125 B)
Credited/{charged) to the income statement 105 189 30 71 385 {32) 63
(Charged)/credited to equity - - {112 0) 61 (105 9) (11} {107 0)
At 2 April 2011 (B3 8) {104 B) {27 8) 100 {186 4) (10 1) {196 5)
At 3 Apnl 2011 (63 8) {104.8) {27 8) 100 {186 4) (101) {196 5)
Credited/{charged) to the income statement 56 42 44 (2 9) 113 (15) 98
{Charged)/credited to equity - - (51) (G 6) (57) (3 3) (9 0)
At 31 March 2012 (58 2) {100 6) (28 5) 65 (180 8) (14 9) {195 7)

The deferred tax bability on non-current assets s stated net of the benefit of capital l0sses with a tax value of £E71 4m (last year
£65 0m) No benefit has been recognised In respect of unexpired trading losses carrned forward In overseas junsdictions with a
tax value of £26 8m (last year £16 1Tm)

In addition, the Group 1s claiming UK tax relief for losses ncurred by some of ts current and former European subsidiaries in
Iight of the continuing hgation no asset has been recogrised In respect of these clams

No deferred tax has been recognised in respect of undistributed earnings of overseas subsidiaries and joint ventures, as no
matenal hability 15 expected to anse on distrbution of these earmings under applicable tax legislation

24 Ordinary share capstal

2012 2011
Shares £m Shares £m

tssued and fully paid ordinary shares of 25p each
At start of year 1,584,863,882 3962 1,582,316,581 3855
Shares 1ssued on exercise of share options 20,643,220 52 2,547,301 07
At end of year 1,605,507,102 401 4 1,584,863,882 396 2

Issue of new shares

20,643,220 (last year 2,547,301} ordinary shares having a nomnal value of £5 2m (last year £0 7m) were aliotted during the year
under the terms of the Company's schemes which are described in note 13 The aggregate consideration receved was £44 3m
(last year £8 4m)
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A Capital commitments

2012
£m

201
£m

Commitments in respect of properties in the course of construction

714

90 8

In respect of its Interest In a joint venture, the Group 1s committed to incur capital expenditure of £nil (last year £0 5m}

8. Other matenal contracts

In the event of a matenal change in the trading arrangements with certain warehouse operators, the Group has a commitment to
purchase property, plant and equipment, at values ranging from histoncal 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 nghts

2012

20411

£m £m
Total future minimum rentals payabile under non-cancellable operating leases are as follows
Within one year 2578 2426
Later than one year and not later than five years 997 4 9230
Later than five years and not later than ten years 1,0295 990 8
Later than ten years and not later than 15 years 7727 767 4
Later than 15 years and not later than 20 years 3851 402 9
Later than 20 years and not later than 25 years 2593 243 1
Later than 25 years 1,2101 1,2103
Total 49119 4,780 1
The total future sublease paymenis to be received are £63 3m (last year £65 8m)
26 Analysis of cash flows given in the statement of cash flows
Cash flows from operating activities
2012 2011
£m £m
Profit on ordinary actmties after taxation 4896 598 6
Income tax expense 168 4 1820
Finance costs 136 8 152 9
Finance income {48 3) (96 6)
Operating profit 746 5 836 9
Increase In Inventories @1) {72 1)
{Increase)/decrease in receivables 171) 29
Payments ta acquire leasehold properties (12) {14)
Increase in payables 103 4 175 2
Non-underlying operating cash outflows (229) 123
Depreciation, amortisation and asset wnite-offs 4797 467 5
Share-based payments 325 317
Pension costs charged aganst operatng profit 577 600
Cash contnibubions to pension schemes (89 9) 91 2)
Non-underying operating profit tems (see note 5) 63 6 (12 O)
Cash generated from operations 1,352 1 1,385 2

Non-underlying operating cash outflows primarily refate to the utthsation of the prowisions for UK restructunng and strategic

programme costs
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27 Analysis of net debt
A Reconcihation of movement in net debt
AL £xchange and At
3 April othar non-cash 31 March
2011 Cash flow movements 2012
£m £m £m £m
Net cash
Bank loans, overdrafts and syndicated bank faciity {note 20) (289 1) 247 8 26 {38 7)
Less amounts treated as financing {see below) 824 {41 4) {2 6) 384
(208 7) 206 4 — (0 3)
Cash and cash equivalents {note 18} 470 2 (272 2) (19 196 1
Net cash per statement of cash flows 263 5 (65 8) (19 195 8
Current financial assets (see note 16) 2159 44 8 {02 2605
Debt financing
Bank loans and overdrafts treated as financing (see above) (82 4) a1 4 26 (38 4)
Medium-term notes (2,147 7) 21 (2 0) {2,137 6)
Finance lease lliabilihes {note 20} (78 3) 130 (02} (65 5)
Partnership kability to the Marks & Spencer UK Pensicn Scheme (note 12) (71 9) 719 {71 9} (71 9)
Deht financing {2,380 3) 138 4 {71 b) (2,313 4)
Net debt {1,900 9) 117 4 73 6) {1,857 1)
B. Reconcihation of net debt te statement of financial position
2012 2044
€m £m
Statement of financial position and related notes
Cash and cash equivalents 196 1 470 2
Current financial assets (note 16) 2605 2159
Bank loans and overdrafts {note 20) (38 7) {289 1}
Medium-term notes — net of hedging denvatives {2,181 8) (2,194 0}
Finance lease liabilikies {note 20} (65 5) {78 3)
Parinership liability to the Marks & Spencer UK Pension Scheme (note 12) (71 9) (71 9)
(1,901 3) {1,847 2)
Interest payable included within relaled borrowing 44 2 46 3
Total net debt (1,857 1) (1,900 9)

28 Related party transactions

A Subsidiaries

Transactions batween the Company and its subsidianes, which are related parties, have been eliminated on consolidation and
are not disclosed In this note Transactions between the Company and ts subsidiaries are disclosed in the Company's separate

financial statements

On 30 March 2012 the Group acqurred the remamning 50 per cent shareholding of Marks & Spencer Marinopoulos BV for €1,
taking its share in the Balkan states (Greece, Romania, Creata, Slovema, Bulgaria, Serbia, and Montenegro) to 100 per cent

At the same time, the Group sold 20 per cent of the share capital of Marks & Spencer Greece SA (‘Greece’) to Marinopolous

Holding Sar} for €1, leaving the Group’s effective share in Greece at 80 per cent The sale and purchase agreement includes call
and put options over this 20 per cent of the share capital of Greece, exercisable in five or ten years time The farr value of the put
option at 31 March 2012 was £nil On an undiscounted basis this lability has a valug of ril

Both of these transactions have been accounted for through equity, as the Group already controlled these entities and

consolidated them as subsidianes

B. Hedge End joint venture

A loan of £5 Om was received from the joint venture on 8 October 2002 1t 1s repayable on five business days’ notice and was

renewed on 1 January 2012 Interest was charged on the loan at 2 0% untl 31 December 2009 and O 5% thereafter

C. Lima (Bradford) joint venture

A loan faciity was provided to the joint venture on 11 August 2008 At 31 March 2012, £25 4m (last year £25 4m) was drawn
down on this facility Interest was charged on the loan at 1 1% above 3-month LIBOR The Group has entered into a rental
agreement with the jomt venture and £4 5m (last year £4 5m} of rental charges were incurred There was no outstanding balance

at March 2012
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Notes to the financial statements continued

28 Related party transactions continued

D Marks & Spencer Pension Scheme
Details of other transactions and balances held with the Marks & Spencer UK Pension Scheme are set out in notes 11 and 12

E. Key management compensation

2012 2011
£m £m
Salanes and short-term benefits 88 120 |
Post-employment benefits 01 [t
Share-based payments 60 90
Total 149 211

Key management comprises Board directors only Further information about the remuneration of individual directors 1s provided
in the Remuneration report During the year, key management have purchased goods at the Group’s usual prices less a 20%
discount This discount 1s avallable to all staff employed directly by the Group in the UK

F. Other related party transactions |
Supplier transactions ccecurred durning the year between the Group and a company controfed by a close family member of

Kate Bostock, an executive director of the Group These transactions amounted to £12 7m duning the year {last year £9 3m)

with an outstanding trade payable of £1 3m at 31 March 2012 (last year £0 8m) The company was a suppler prior to Kate's

employment by the Group

Suppler transacticns occurred dunng the year between the Group and a company controlled by Martha Lane Fox’s partner
Martha 1s a non-executive director of the Group These transactions amounted to £1 9m dunng the year (last year £1 7m) wath
an outstanding trade payable of £0 5m at 31 March 2012 (last year £0 8m)

29 Events after the reporting penod

On 21 May 2012 the Group changed the terms of the Scottish Lmited Partnership {the Partnership) to wawve the Group’s imited
discretionary nght over the annual distnbutions from the Partnership to the Pension Trustee These discretionary nghts were agreed
with our Trustee in 2009, the tme of the last tnennial valuation This change will not have any Impact on the cash flows of the Group

From 21 May 2012 this will result In a prospective change in the Group’s accounting treatment The change will reflect the
de-recognition of the related equity instrument and recognition of a financial liabilty The liability will wrutially be measured at far value,
representing the present value of the remaning ten years of distnbutions of £71 9m per annum The difference between the value of
the derecogrised equity instrument and the fair value of the ltability will be recognised in equity, In accordance with IAS 32

As a result of the change, the Group’s reported net debt will Include this iability, which at the end of financial year 2012/13 wil
have a value of £537m and the Group’s interest charge will Increase to reflect the unwinding of the discount on the hability which,
In financial year 2012/13, will be a charge of £17m Similarly the impact on the Group’s net assets will be to reduce them by
£551m The Group's obligattons to the Pension Trustee remain unchanged and this will not have any matenal impact on the
Group's credit rating

In March 2009, conscious of the Group's obligations to the Pension Trustee and the Partnership {(which 15 a partnership between
the Group and the Pension Trustee which holds a number of properties from which the Group trades and on which the Group
pays rent to the Partnership), we amended the terms of the Parinership to reflect a discretionary nght agreed between the Group
and the Trustee This night 1s such that in the circumstances when no crdinary dvidend or other distnbution 1s made to ordinary
shareholders, the annual distnbution of £71 9m from the Partnership to the Pension Trustee would not be obliged to be made
The impact of this change was to reclassify £572m from debt to equity in March 2009, and te reduce the Group’s interest
charge by £33m in the financial year 2009/10 The Audit Committee and the Board has consistently receved accounting and
legal advice supporting this accounting treatment There was no impact on the Group's ultimate obligation to the Pension
Trustee and no impact on cash flows

Following the publication of the 2009 Annual Report and Accounts, in February 2010 the Financial Reporting Review Panel
(FRRP) wrote to the company n relation to the change in accounting treatment of the obligation to the Pension Trustee In the
diglogue that followed, and has continued until the present time, the FRRP expressed a concern that in the circumstances of the
Group's pension arrangement this discretion was not sufficient to support classification of the Partnership interest as a
component of equity

In the interest of bringing discussions with the FRRP to a close and given that the Group has a stated dividend policy and the
Board continues to expect that future dividend payments and resulting Partnership distributions wilt be made, the Group has
decided that it will reflect the obligation as a liability, and in order to achieve this will iIndefinitely waive its discretionary rght As
before, there 1s no change in the Group's uttimate obligation to the Pension Trustee The FRRP has confirmed that this change,
with the consequent accounting treatment, effective from 21 May 2012, will bnng its discussions with the Group to a close
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Company statement of financial position

As at As at
31 March 2012 2 Apni 2011
Notes £m £m
Assets
Non-current assets
Investments in subsidiary undertakings C5 9,194 6 9,179 8
Total assets 9,194 6 9,179 8
Liabities
Current habilities
Amcunts cwed to subsidiary undertakings 2,541 7 2,591 8
Total habihties 2517 2,591 8
Net assets 6,652 9 6,588 0
Equity
Ordinary share capital 401 4 398 2
Share premum account 294 3 2552
Capital redemption reserve 2,202 6 2,202 6
Merger reserve 1,397 3 1,397 3
Retaned earnings 2,357 3 2,338 7
Total equity 6,652 9 6,588 ¢

The financial statements were approved by the Board and authonsed for issue on 21 May 2012 The financial statements also
compnse the notes on pages 108 and 109

Mare Bolland Chief Executive Officer SA >
Alan Stewart Chref Finance Officer ) PN
N
Company statement of changes in shareholders’ equity
Qrdinary Shara Capital
share premium redernption tMerger Retaned
capital account reserve reserve earnings Tatal
£m £m £m £m £rr £rmi
At 4 Apnl 2010 3855 247 5 22026 1,397 3 23222 6,565 1
Profit for the year - - - - 2508 2508
Dwidends - - - - (247 5) {247 5)
Capital contribution for share-based payments - — - - 112 112
Shares 1ssued on the exercise of employee share options 07 77 - - - 84
At 2 Apnl 2011 396 2 255 2 2,202 8 1,397 3 23367 6,588 0
At 3 Apnl 2011 396 2 2552 2,202 6 1,397 3 2,336 7 6,588 0
Profit for the year - - - - 273 6 2736
Dradends - - - - (267 8) (267 8)
Capital contnbution for share-based payments - - - - 148 148
Shares 1ssued on the exercisé of employee share options 52 391 - - - 44 3
At 31 March 2012 401 4 294 3 2,202 6 1,397 3 2,357 3 6,652 9
Company statement of cash flows
52 woeks ended 52 weeks ended
31 March 2 Apnl
2012 2011
£m £m
Cash flows from investing activities
Dividends received 273 6 2508
Net cash generated from investing actvities 2736 2508
Cash flows from financing activities
Shares 1ssued on exergise of employee share options 44 3 84
Repayment of intercompany loan (50 1) {11 7)
Equrty dividends paid (267 8) (247 5)

Net cash used in financing activities (273 6) (250 8)
Net cash inflow from activities = -
Cash and cash equivalents at beginning and end of year - =
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Company notes to the financial statements

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 subsidianes are stated at cost less, where appropnate, provisions for imparrment The Company grants
share-based payments to the employees of subsichary companies Each period the far value of the employee services receved
by the subsidiary as a capital contnbution from the Company 1s reflected as an addition to investments in subsidianes

Loans from other Group undertakings and all other payables are initially recorded at far value, which 1s generally the proceeds
received They are then subsequently carmed at amortised cost The loans are non-interest bearing and repayable on demand

The Company'’s financial nsk 1s managed as part of the Group's strategy and policies as discussed in note 21 of the Group
financial statements

In accordance with the exemption allowed by Section 408 of the Companies Act 2006, the Company has not presented its own
mcome statement

C2 Employees

The Company had no employees duning the current or prior year Directors received emoluments in respect of their services to
the Company during the year of £832,000 {last year £698,000) The Company did not operate any pension schemes dunng the
current or preceding year

C3 Auditors’ remuneration

Auditors’ remuneration i respect of the Company's annual audit has been borne by its subsidiary Marks and Spencer pic and
has been disclosed on a consolidated basis in the Company's consolidated financial statements as required by Section 484 of
the Companies Act 2006

C4 Dividends

2002 201 202 2011
per sharg per share £m £m

Dividends on eguity ordinary shares
Paid final dwvidend 10 8p 9 5p 1702 1497
Paid intenm dividend 6 2p 6 2p 97 6 97 8
17 Op 157p 267 8 247 5

In addition, the directors have proposed a final dividend in respect of the year ended 31 March 2012 of 10 8p per share
amounting to a dividend of £172 3m It will be paid on 13 July 2012 to shareholders who are on the Regrster of Members on

1 June 2012 In ine with the requirements of 1AS 10 - ‘Events after the Reporting Period', this dividend has not been recegnised
within these results

C5 Investments

A. Investments in subsidiary undertakings

2012 2011

£m m
Beginning of the year 92,1798 9,168 6
Additional iInvestment in subsidiary undertakings relating to share-based payments 148 112
End of year 9,194 6 9,179 8

Shares In subsidiary undertakings represent the Company's investment in Marks and Spencer plc
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C5 Investments continued

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

Annual Return

Proportion of voting nghts
and shares held by

Pnncipal actmity Country of Incorporation and oparation Company A subsidiary
Marks and Spencer plc Retaling Great Britan 100% -
Marks and Spencer International Holdings Limited Hoiding company Great Britain - 100%
Marks and Spencer (Nederland) BV Holding company The Netherlands - 100%
Marks and Spencer Marnnopoulos BV Holding company The Netherlands - 100%
Marks and Spencer Czech Republc a s Retailing Czech Republic - 51%
Marks and Spencer (Ireland) Limited Retalling Republic of Ireland - 100%
Marks and Spencer (Asia Pacific) Limited Retaling Hong Kong - 100%
Marks and Spencer Smply Foods Limited Retaling Great Britain - 100%
Marks and Spencer Mannopoulos Greece SA Retailing Greece - 80%
M S General Insurance L P Financal senvices Guernsey - 100%
per una Group Limited Procurement Great Britain - 100%
Marks and Spencer Scottish Lmited Partnership Property mnvestment Great Brnitain - 1

1 Marks and Spencer plc s the general partner

The Company has taken advantage of the exemption under Section 410 of the Companies Act 2006 by providing nformation
only n relation to subsidiary undertakings whose results or financial position, in the opinion of the directors, principally affected
the financial statements

C6 Related party transactions

Dunng the year, the Company has receved dividends from Marks and Spencer pic of £273 8m (last year £250 8m) and
decreased Its loan from Marks and Spencer plc by £50 1m (last year £11 7m) The outstanding balance was £2,541 7m (last
year £2,591 8m) and 1s non-interest beanng There were no other related party transactions
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2012 2014 2010 2009 2008
52 weeks 52 woeeks 53 weeks 52 weeks 52 weaks
£m £m £m £m
Income statement
Revenue?!
UK 8,868 2 8,7330 8,567 9 8,164 3 8,309 1
International 1,066 1 1,007 3 968 7 897 8 7129
9,934 3 9,740 3 9,536 6 9,062 1 9,022 0
Operating profit?
UK 658 0 6790 7011 7550 1,095 9
International 885 157 9 150 9 1157 1154
Total operating profit 7465 836 9 852 0 8707 1,211 3
Net interest payable (114 1) {33 9} {160 1) {199 9) {141 1)
Pension finance income 256 376 108 35 4 589
Profit on ordinary actvities before taxation — continuing operations 658 0 7806 7027 706 2 1,129 1
Analysed between
Undertying profit before tax 7059 7143 694 6 604 4 1,007 1
Adjustments to reported profit {47 9) 66 3 81 1018 1220
Income tax expense (168 4) {182 O} (179 7) (199 4) {308 1)
Profit after taxation 489 6 598 6 5230 506 8 8210
2012 2011 2010 2009 2008
52 weeks 52 weaks 53 weeks 52 weeks 52 waehs
Basic earnings/ Weghted
Basic earnings per share! average ordinary shares In1ssue 32 5p 38 8p 33 5p 32 3p 49 2p
Underlying basic earnings/
Weighted average ordinary
Underlyng basic earnings per share' shares in 1ssus 34 9p 34 8p 33 Op 28 Op 43 6p
Dvidend per share declared
in respect of the year 17 0p 17 Op 15 0p 17 8p 22 5p
Underlying earnings per share/
Dwidend cover Dividend per share 21x 20x 2 2x 1 6x 1 9x
Qperating profit before
depreciation and operating lease
Ratail fixed charge cover charges/ Fixed charges 3 9x 4 0x 4 0x 3 5x 5 3x
Statement of financial position
Net assets (Em) 2,778 8 2,677 4 2,185 9 2,100 6 1,964 0
Net debt? (Em) 1,8571 1,900 9 2,068 4 2,490 8 3,077 7
Capital expenditure® (£m) 7375 491 5 397 1 6533 1,102 9
Stores and space
UK stores 731 708 690 668 622
UK seling space (m sq fi) 160 156 154 149 143
International stores 388 361 320 296 278
International sellng space (m sq ft) 47 42 36 31 29
Staffing {full-time equivalent)
UK 51,938 49,922 48,722 50,614 49,703
International 51186 4,753 4272 3,539 2,573

1 Based on continuing operatons
2 Excludes accrued interest
3 2012 includes £32 4m of M&S Mode brands and 2008 includes £48 4m of goodwill
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Ordinary shares

As at 31 March 2012, there were 204,188 holders of ordinary shares whose shareholdings are analysed below

Percantage Percentage
Number of of total Number of of ordinary
holdings sharaholders ordinary shares shares

Range
1 -500 102,866 50 38 20,237,112 126
501 - 1,000 40,794 1998 30.526.950 180
1,001 - 2,000 31,212 1529 44,810,404 279
2,001 - 5,000 20,859 1021 64,144,009 3 99
5,001 - 10,000 5,356 262 37,189,668 232
10,001 - 100,000 2,513 123 58,654,862 365
100,001 - 1,000,000 421 021 144,603,713 901
1,000,001 - HIGHEST 165 008 1,205,440,384 7508
Total 204,186 10000 1.605,507,102 10000

Many private investors hold their shares through nominee companies, therefore the percentage of private holders 1s much higher

than that shown — we estimate approximately 30%

Percertags Porcerdage
Number of of total Number of of ordinary
holdings sharahokders ordinary shares sharas
Helders
Private 196,073 96 03 260,111,955 16 20
Institutional and Corporate 8,113 397 1,345,385,147 83 30
Tota! 204,186 10000 1,605,507,102 100 00

Managing your shares

Corporate website

The Company's register of sharehclders 1s maintaned by our
Registrar, Equiniti Shareholders with gquenes relating to ther
shareholding should contact Equintti directly Therr contact
details can be found overleaf Alternatvely, shareholders may
find the ‘Investors’ section of our corporate website useful for
general queries

Dividends

Paid in January and July each year We encourage
shareholders to have dividends paid directly into their bank
account to ensure effictent payment and cleared funds on the
payment date Those selecting this payment method raceive
an annual consolidated tax voucher i January, showing both
dividend payments in the respective tax year However, we
are able to send separate tax vouchers with each paymant,

if preferred

To change how you receive your dndends ether (og on to
shareview co uk or contact Equinity

Duplhcate documents

Around 10,000 shareholders still receive duplicate
documentation and spht dwvidend payments due to having
more than one account on the share ragister If you think you
fall into this group and would hke to combine your accounts,
please contact Equinitr

If you move house

It 1s extremely important that you contact Equiniti to inform
them of your new address as soon as possible If you hold
1,500 shares or fewer, and reside in the UK, this can be done
auickly over the phone However, for holdings greater than
1,500 your instruction will need to be In writing, quoting your
full name, shareholder reference number (if known), previous
address and new address

Whether you are interested n learning more about

our Heritage, our Social, Environmental and Ethical
responsibilities, our approach to Corporate Governance
or viewing our tatest Press releases, the M&S corporate
website provides a wealth of mformation for shareholders

If you have a general query regarding your shareholding, 1t

can often be worthwhile making the ‘Investors’ section of our
corporate website your first port of call as 1t contains much

of the information that 1s most frequently requested from our
shareholder helpline Shareholders are also encouraged to
sign up to receive emailed news alerts, which include all
financial news releases throughout the year These are not
marled {o shareholders You can access the corporate website
at marksandspencer com/thecormpany

The directors are responsible for the maintenance and ntegnty
of the financial Information on our website This information
has been prepared under the relevant accounting standards
and legislation

ShareGift

Do you have a small shareholding which 1s uneconomical
to sell? You may want to consider donating it to ShareGift
{Registered charty no 1052688), a chanty that specialises
in donating unwanted small shareholdings to good causes
You can find out more by visting sharegift org or by calling
+44 {0)207 930 3737
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Capital Gains Tax

In recent years, changes in legislation have removed the
need for companies to mail endless amounts of paper to
sharehclders Instead, companies are turning to the speed,
envircnmental and cost-saving benefits of communicating
with their shareholders via the internet M&S has actively
been encouraging shareholders to sign up to this methoed
of communication, as the reduction In printing costs and
paper usage make a valuable contribution to our 'Plan A
commitments It 1s equally beneficial to shareholders, who

can be notified by email whenever we release trading updates

for investors to the London Stock Exchange These are not
mailed to shareholders

Registration 1s very straightforward through Shareview, the
nternet based platform provided by Equinitt For information
about how to register, please visit the ‘Investors’ section of
our corporate website

Shareholder secunty

REMEMBER if it scunds too good to be true, it probably 1s!

It sounds cbvious, but if a stranger nngs you out of the blue
and tries to sell you shares in companies you have probably
never even heard of — take great care They may be part of a
financial scam using hard-sell tactcs to persuade you to buy
shares Shareholders are advised to be very wary of any
unsolicited advice, offers to buy shares at a discount, or
offers of free reports about the Company Further nformation
can be found at cityoflondon police uk/citypolice within the
Economuc Crime seckion

Key dates for your diary

For the pumpose of Capital Gains Tax, the price of an ordinary
share on 31 March 1982 was 153 5p, which when adjusted for
the 1 for 1 scnp 1ssue In 1984, gives a figure of 76 75p Following
the caprtal recrganisation in March 2002, HMRC has confirmed
the base cost for CGT 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 1 ADR program This enables US
Investors to purchase Marks & Spencer Amenican 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

For information on OTCQX go to
otcgx com

For Deutsche Bank email
DB@amstock com

ADR website adr db com

Toll free callers within the US

1 866 249 2593

For those caling outside the US
+1 (718) 921 8137

AGM 2012

This year's AGM will be held at Royal Festival Hall, Southbank
Centre, London SE1 8XX on Tuesday 10 July 2012 The
meeting will start at 11am and registration will be available
from 9 30am

30 May 2012 Ex-divdend date — Final dividend

1 June 2012 Record date to be elgible for the final dividend

10 July 2012 Results — Quarter 1 Intenm Management Statement?

10 July 2012 Annual General Mesting

13 July 2012 Final dividend payment date for the year to 31 March 2012

& November 2012*

Results — Half Year!

14 November 2012*

Ex-dwvidend date — Interim dwvidend

16 November 2012*

Record date to be eligible for the ntenm dividend

January 2013"

Results — Quarter 3 Intenm Management Staterment?

11 January 2013*

Intenm dividend payment date

prowvisional dates

1Those registered for electronic communiGaton or news alerts at marksandspencer com/thecompany will recena notfication by email when this 1s avatable

How to get in touch

Registered office and Head office
Waterside House, 35 North Whart Road,
London W2 1NW

Telephone +44 (0)20 7935 4422

Registered in England and Wales (no 4256886}

Registrars

Equiniti Limited,

Aspect House, Spencer Road, Lancing,
West Sussex BNGS 6DA

United Kingdom

Telephone 0845 609 0810

and outside the UK +44 (0) 121 415 7071
Online help shareview co uk

From here, you will be able to securely
email Equini with your enguiry

Group Secretary and Head of Corporate Governance
Amanda Mellor

Addstional documents
For both the Annual Report or Annual Rewiew go to
marksandspencer com/thecompany

Alternatively, call 0800 581 897

Please note, students are advised to source information
from our website

Contact us

emall us at charrman@marks-and-spencer com
Customer quernies 0845 302 1234
Shareholder quenes 0845 6098 0810

ﬁ
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