
INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS  
OF MARKS AND SPENCER GROUP PLC
Report on the audit of the financial statements
1.	Opinion

In our opinion:

•	 the financial statements of Marks and Spencer Group plc (the ‘Parent Company’) 
and its subsidiaries (the ‘Group’) give a true and fair view of the state of the 
Group’s and of the Parent Company’s affairs as at 28 March 2026 and of the 
Group’s profit for the 52 weeks then ended;

•	 the Group financial statements have been properly prepared in accordance 
with United Kingdom adopted international accounting standards;

•	 the Parent Company financial statements have been properly prepared in 
accordance with United Kingdom adopted international accounting standards 
and as applied 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.

We have audited the financial statements which comprise:

•	 the Consolidated income statement;

•	 the Consolidated statement of comprehensive income;

•	 the Consolidated and Company statements of financial position;

•	 the Consolidated statement of changes in equity and Company statement of 
changes in shareholder’s equity;

•	 the Consolidated and Company statements of cash flows; and

•	 the related notes 1 to 32 to the Group Financial Statements and C1 to C7 to the 
Company Financial Statements.

The financial reporting framework that has been applied in their preparation is 
applicable law and United Kingdom adopted international accounting standards and, 
as regards the Parent Company financial statements, as applied in accordance with 
the provisions of the Companies Act 2006. 

2. Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) 
(ISAs (UK)) and applicable law. Our responsibilities under those standards are further 
described in the auditor’s responsibilities for the audit of the financial statements 
section of our report. 

We are independent of the Group and the Parent Company in accordance with the 
ethical requirements that are relevant to our audit of the financial statements in the 
UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard as applied 
to listed public interest entities, and we have fulfilled our other ethical responsibilities 
in accordance with these requirements. The non-audit services provided to the Group 

and Parent Company for the year are disclosed in note 4 to the financial statements. 
We confirm that we have not provided any non-audit services prohibited by the FRC’s 
Ethical Standard to the Group or the Parent Company. 

We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our opinion. 

3. Summary of our audit approach

Key audit 
matters

The key audit matters that we identified in the current year were:

•	 responding to the cyber incident (the ‘incident’);

•	 accounting for the Store Estate Programme;

•	 disclosure of adjusting items as part of alternative 
performance measures; and

•	 recognition of promotional income - Ocado Retail Limited.

Materiality The materiality that we used for the Group financial statements 
was £33.5 million which was determined on the basis of 5.0% of 
M&S Group adjusted profit before tax, as defined on page 186. 

Scoping Our audit procedures covered 96% (2025: 92%) of Group revenue, 
99% (2025: 96%) of M&S Group adjusted profit before tax, 89% 
(2025: 72%) of total assets and 92% (2025: 79%) of total liabilities. 

Significant 
changes in 
our approach

The pervasive impact of the cyber incident on the Group’s 
operations and control environment has increased the risk of 
material misstatement across a range of areas of the audit. 
Consequently, our audit response has been identified as a key 
audit matter in the current period, reflecting the significant change 
in our audit strategy and resource allocation on the prior year. 

Following the change in control Ocado Retail Limited’s (‘ORL’s’) 
promotional income, derived from supplier agreements to fund 
grocery promotions, has been recognised within the Group financial 
statements. There is opportunity for potential bias or manipulation in 
income recognised, particularly that recognised in the final months in 
the year. Accordingly, this has been identified as a key audit matter. 

Driven by the change in control, the Group no longer holds an 
investment in ORL. As such, the valuation of the Group’s interest 
in ORL is no longer reported as a key audit matter. 

There are no other significant changes in our approach compared 
to the prior period. 

Financial statements
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
4. Conclusions relating to going concern
In auditing the financial statements, we have concluded that the directors’ use of 
the going concern basis of accounting in the preparation of the financial statements 
is appropriate. 

Our evaluation of the directors’ assessment of the Group’s and Parent Company’s 
ability to continue to adopt the going concern basis of accounting included: 

•	 obtaining an understanding of relevant controls relating to the assessment of 
going concern models, including the review of the inputs and assumptions used 
in those models;

•	 obtaining management’s Board-approved three-year cash flow forecasts and 
covenant compliance forecasts, including sensitivity analysis;

•	 assessing the appropriateness of forecast assumptions by:

	– reading analyst reports, industry data and other external information and 
comparing these with management’s estimates;

	– comparing forecast sales with recent historical financial information to consider 
accuracy of forecasting;

	– assessing the results of the sensitivity analyses performed, including the results 
if another cyber incident were to occur;

	– evaluating management’s assessment of the cash flow impact of the cyber 
incident, and any potential future impact upon management’s trading forecasts;

	– testing the underlying data generated to prepare the forecast scenarios and to 
determine whether there was adequate support for the assumptions underlying 
the forecast;

	– reviewing correspondence relating to the availability of the Group’s financing 
arrangements, including the refinancing of the Group’s revolving credit facility, 
and testing the repurchase and issuance of medium-term notes;

	– assessing the impact of macro-economic conditions on the business; and

	– evaluating the appropriateness of the Group’s disclosures on going concern in 
the financial statements.

Based on the work we have performed, we have not identified any material 
uncertainties relating to events or conditions that, individually or collectively, 
may cast significant doubt on the Group’s and Parent Company’s ability to continue 
as a going concern for a period of at least twelve months from when the financial 
statements are authorised for issue. 

In relation to the reporting on how the Group has applied the UK Corporate 
Governance Code, we have nothing material to add or draw attention to in relation 
to the directors’ statement in the financial statements about whether the directors 
considered it appropriate to adopt the going concern basis of accounting. 

Our responsibilities and the responsibilities of the directors with respect to going 
concern are described in the relevant sections of this report.

5. Key audit matters
Key audit matters are those matters that, in our professional judgement, were of 
most significance in our audit of the financial statements of the current period and 
include the most significant assessed risks of material misstatement (whether or not 
due to fraud) that we identified. These matters included those which had the greatest 
effect on: the overall audit strategy; the allocation of resources in the audit; and 
directing the efforts of the engagement team. 

These matters were addressed in the context of our audit of the financial statements 
as a whole, and in forming our opinion thereon, and we do not provide a separate 
opinion on these matters. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
5. Key audit matters continued
5.1. Responding to the cyber incident 

Key audit 
matter 
description

As set out in the Audit & Risk Committee Report (page 63), in 
April 2025 the Group was the subject of a cyber incident. Following 
the detection of unauthorised activity on its network, the Group 
took certain IT systems offline, including its core financial reporting 
systems, while the threat was assessed. Management engaged 
a cyber expert to determine the incident’s cause and timeline. 

The incident led to the operation of manual processes and 
controls across a number of business processes in the first 
half of the financial year, with a staggered return to a more 
automated control environment in the second half. The higher 
proportion of manual processes and controls implemented in 
response during this period gives rise to an inherently higher 
risk of fraudulent financial reporting and/or errors. 

We consider the pervasive impact of the incident to represent 
a key audit matter, due to its significant influence on our overall 
audit strategy, and the additional audit effort required to respond 
to the increased risks of material misstatement identified 
across various financial statement captions. Specifically, we 
identified heightened audit risks in respect of cost of sales and 
associated working capital balances including trade payables 
and inventory; the presentation of costs incurred in responding 
to the incident together with the associated insurance income 
received; and the accuracy and completeness of any liabilities 
relating to potential regulatory fines or penalties claims, or 
litigation from customers. 

How the scope 
of our audit 
responded to 
the key audit 
matter

In responding to the identified key audit matter, we completed 
the following audit procedures: 

•	 performed a fully substantive audit at a reduced 
performance materiality (55% of Group materiality). With the 
exception of a few discrete areas that were unaffected by the 
incident, no controls reliance was taken in the current year;

•	 with the assistance of our IT specialists, performed the 
following to understand the impact of the incident:

	– made inquiries with Group IT management and 
management’s cyber experts to gain an understanding of 
the nature and root cause of the incident; 

	– obtained an understanding of relevant IT controls within 
impacted systems, including the relevant manual controls 
adopted over the outage period, and those in place 
following the incident recovery period;

	– inspected the reports provided by management’s cyber 
experts, to evaluate the impact of the cyber incident on the 
availability and integrity of key information and data used 
for the purposes of financial reporting;

	– assessed the competence, capabilities and objectivity of 
the cyber and legal experts used by management; and

	– considered the remedial action taken to strengthen the 
internal control environment, together with the enhanced 
governance and oversight applied;

•	 as part of our overall response to the risk of management 
override of controls, profiled and assessed a sample of both 
manual and automated journal entries exhibiting 
characteristics of interest;

•	 for cost of sales and related working capital balances 
including trade payables and inventory, performed the 
following procedures:

	– attended an increased number of inventory counts for 
stores and distribution centres throughout the financial 
period, with year-end roll forward procedures performed;
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

How the scope 
of our audit 
responded 
to the key 
audit matter 
continued

	– evaluated management’s reconciliation of cost of sales to 
purchases and the movement in inventory during the 
period, which included:

•	 assessing a sample of goods receipts through agreement 
to purchase order and invoice;

•	 assessing a sample of supplier invoices raised without 
purchase orders;

•	 profiling and testing manual cost of sales journal entries 
identified as non-standard or those that were unusual 
in nature;

•	 evaluating the mathematical accuracy of the 
reconciliation; and

•	 assessing a sample of reconciling items including other cost 
of sales through agreement to purchase order and invoice;

	– confirmed trade payables balances through:

•	 obtaining supplier confirmations directly from suppliers 
(as at period 11), evaluating management’s reconciliation 
of these to the accounts payable ledger and related 
accruals (where required);

•	 obtaining evidence of subsequent payment and other 
reconciling items;

•	 performing alternative audit procedures to assess open 
items where no supplier confirmation was received; and

•	 performing roll forward procedures to validate the 
year-end position;

Report on the audit of the financial statements continued
5. Key audit matters continued
5.1. Responding to the cyber incident continued 

•	 assessed a sample of costs associated with the cyber incident, 
included within adjusting items, to evaluate whether the related 
costs are incremental and directly attributable to the incident;

•	 with the support of our internal data privacy specialist, 
considered the appropriateness of the recognition of any 
potential provision, or contingent liability, in response to the 
risk of a regulatory fine or penalty;

•	 inquired of internal and external legal counsel and inspected 
correspondence to determine the appropriateness of any 
provisions held or disclosures made in respect of regulatory 
action or litigation as a result of the incident; and

•	 assessed the adequacy and appropriateness of disclosures in 
the Annual Report.

Key 
observations

We did not identify any material misstatements as a consequence 
of the incident and we are satisfied that the disclosures made in 
connection with the incident are appropriate.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
5. Key audit matters continued
5.2. Accounting for the Store Estate Programme 

Key audit 
matter 
description

In February 2018, the Board approved a list of stores marked 
for closure as part of its Store Estate Programme. The total 
charge recognised in connection with this closure programme 
in previous periods was £1,036.3 million. A further net charge 
of £84.1 million (2025: £84.4 million) has been recognised in 
adjusting items in the current period due to: 

•	 new stores being assessed as probable for closure and the 
update of estimates made considering known developments 
in the exit strategy, including current trading performance, 
negotiations with landlords and changes in the retail 
property market;

•	 strip out and dilapidation costs, as management update their 
assessment of costs associated with restoring stores to their 
original condition prior to disposal; and

•	 accelerated depreciation and impairment of buildings and 
fixtures and fittings in respect of additional stores added to 
the programme.

Further information is set out in notes 1, where this matter is 
also disclosed as a key source of estimation uncertainty, 5 and 
15 to the financial statements. 

Our key audit matter was focused on the specific assumptions 
applied in the discounted cash flow analysis prepared by the 
entity including the discount rate, freehold sales proceeds, 
leasehold surrender costs, store closure costs and 
dilapidations costs. 

This is a significant matter considered by the Audit & Risk 
Committee on page 62. 

How the scope 
of our audit 
responded to 
the key audit 
matter

In responding to the identified key audit matter, we completed 
the following audit procedures: 

•	 obtained an understanding of relevant controls relating to 
the review and approval of the Group’s Store Estate 
Programme model;

•	 performed enquiries of the Board and inspected the latest 
strategic plans, Board and relevant sub-committee minutes 
of meetings;

•	 with the involvement of our real estate specialists, we 
evaluated the appropriateness of the entity’s judgements 
for a representative sample of properties and benchmarked 
with reference to external data;

•	 evaluated the scope of the programme and composition 
of stores earmarked for closure, depending on their 
disposal route;

•	 assessed the mechanical accuracy of discounted cash flow 
models and other key provision calculations;

•	 assessed the reasonableness of key inputs to the discounted 
cash flow models including the discount rate, store closure 
costs, freehold sales proceeds, leasehold surrender costs 
and dilapidations costs with reference to available evidence;

•	 recalculated the closing provision for a representative 
sample of stores;

•	 evaluated the accuracy and completeness of provisions 
recorded considering the status of the Group’s Store Estate 
Programme; and

•	 assessed the completeness and accuracy of disclosures 
within the financial statements.

Key 
observations

We are satisfied that the Group’s estimate of the store exit 
charges, and the associated disclosures are appropriate.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
5. Key audit matters continued
5.3. Disclosure of adjusting items as part of alternative performance measures 

Key audit 
matter 
description

The Group has presented an alternative performance measure 
being M&S Group adjusted profit before tax of £671.4 million 
(2025: £881.1 million), which is derived from profit before tax 
of £364.6 million (2025: profit before tax of £511.8 million) 
adjusted for a number of items totalling £292.1 million (2025: 
£363.7 million) which the Group considers meet their definition 
of an ‘adjusting item’, and excludes adjusted loss before tax 
attributable to non-controlling interest of £14.7 million (2025: 
£5.6 million). Judgement is exercised by the entity in determining 
the classification of such items in accordance with guidance 
issued by European Securities and Markets Authority (‘ESMA’) 
and the FRC. We consider there to be a risk of fraud in the 
reporting of adjusting items within the alternative 
performance measures. 

In determining M&S Group adjusted profit before tax, we 
identified the following risks: 

•	 the identification and classification of items as ‘adjusting’ as 
part of the presentation of alternative performance measures 
may be inappropriate, distorting the reported results;

•	 the omission of items which are considered material, one-off 
or significant in nature, distorting the alternative 
performance measures; and

•	 the clarity and detail of disclosures in respect of adjusting 
items as part of alternative performance measures may be 
insufficient, preventing investors from obtaining a clear 
understanding of the Group’s results and performance.

The Group’s policy regarding adjusting items is set out in 
note 1, where this is also highlighted as a critical 
accounting judgement.  

How the scope 
of our audit 
responded to 
the key audit 
matter

In responding to the identified key audit matter, we completed 
the following audit procedures: 

•	 obtained an understanding of relevant controls, relating to 
the identification and disclosure of adjusting items within 
alternative performance measures;

•	 evaluated the rationale applied in identifying items as 
adjusting and completed an independent assessment as 
to the selection and presentation of adjusting items based 
on their nature;

•	 assessed the identification and consistency of items 
reported as adjusting period on period, with reference to 
guidance published by ESMA and the FRC;

•	 assessed a sample of adjusting items through agreement 
to supporting evidence, including testing of cyber incident 
related costs;

•	 benchmarked certain adjusting items identified by the entity 
with comparable companies; 

•	 use of our cumulative audit knowledge to identify other 
transactions outside of the normal course of business, or 
which display characteristics of being material, significant or 
one-off in nature;

•	 considered the impact of the classification of programmes 
as adjusting items, as this affects the key performance 
indicators (‘KPIs’) used in directors’ remuneration targets 
and could result in management bias; and

•	 assessed the completeness and accuracy of disclosures 
within the financial statements.

Key 
observations

The value of adjusting items results in a material difference 
between the statutory and adjusted results. We are satisfied 
the adjusting items in their classification and presentation 
is consistent with the Group’s policy and the amounts 
are appropriate. 

Marks and Spencer Group plc Annual Report and Financial Statements 2026104

STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
5. Key audit matters continued
5.4. Recognition of Promotional Income - Ocado Retail Limited

Key audit 
matter 
description

ORL, a subsidiary of the Group, has agreements with suppliers 
whereby allowances are received to fund the sale of certain 
grocery items on promotion (‘promotional income’). Following 
the change in control of ORL on 6 April 2025, promotional 
income of £177.4 million arising from the Ocado Retail business 
has been recognised for the first time within cost of sales in the 
52 weeks ended 28 March 2026.

The timing of recognition is driven by when the corresponding 
promotional activity has taken place. For most of the year 
there is limited judgement, as when each individual promotional 
campaign has completed, amounts have been invoiced to 
suppliers and sufficient time has elapsed for there to have 
been any revisions based on supplier enquiry. However, in the 
final months of the year there is a greater risk and opportunity 
for bias and manipulation considering the typical time lag 
between the issuance of an invoice and enquiry from a supplier. 
There is therefore a potential risk that amounts are recognised 
during the year but subsequently revised after approval of the 
financial statements.

The Group’s policy regarding promotional income is set out 
in note 1.  

How the scope 
of our audit 
responded to 
the key audit 
matter

In responding to the identified key audit matter, we completed 
the following audit procedures: 

•	 obtained an understanding of controls relevant to the 
accounting for promotional income in Ocado Retail business;

•	 obtained a sample of supplier confirmations directly from 
suppliers to assess the amounts recorded through the period 
and the balance sheet receivable at period end, with 
additional samples for the final four months of the period;

•	 recalculated the accrued income balance at period end for 
a sample using agreements, sales data and supporting 
promotional income earned, invoices raised and evidence 
of payment receipts (to the extent received);

•	 performed inquiries with the in-house buying team to 
understand the rationale for any variances in confirmation 
responses, obtaining supporting evidence and direct 
supplier confirmation of resolution;

•	 evaluated a sample of credit notes and disputes during and 
after the period end to search for contradictory evidence of 
the occurrence of promotions and recognition of related income;

•	 assessed the recoverability of a sample of unsettled accrued 
income balances included on the balance sheet for valuation 
and allocation; and

•	 assessed the completeness and accuracy of disclosures 
within the financial statements.

Key 
observations

We are satisfied that the accounting for promotional income 
during the period is appropriate.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
6. Our application of materiality
6.1. Materiality
We define materiality as the magnitude of misstatement in the financial statements 
that makes it probable that the economic decisions of a reasonably knowledgeable 
person would be changed or influenced. We use materiality both in planning the 
scope of our audit work and in evaluating the results of our work. 

Based on our professional judgement, we determined materiality for the financial 
statements as a whole as follows: 

Group financial statements Parent Company financial statements

Materiality £33.5 million  
(2025: £37.0 million) 

£30.2 million  
(2025: £33.3 million) 

Basis for 
determining 
materiality

Using professional 
judgement, we determined 
materiality to be £33.5 million 
based on 5.0% of M&S Group 
adjusted profit before tax 
(‘PBT’) of £671.4 million (2025: 
4.3% of Group profit before 
tax and adjusting items of 
£875.5 million). The decrease 
in materiality reflects the 
negative impact of the cyber 
incident on the Group’s 
financial performance. 

We have used 3% of net assets 
in both the current and the 
prior period, capped at 90% of 
Group materiality, as the basis 
for materiality. 

M&S Group 
adjusted PBT 
£671.4m

Group materiality
£33.5m

Component performance
materiality range £5.5m 
to £16.6m

Audit Committee
reporting threshold
£1.7m

Rationale 
for the 
benchmark 
applied

As a listed business, we 
concluded that adjusted 
profit before tax is the most 
appropriate benchmark to 
determine materiality, being 
the primary measure of 
performance for key 
stakeholders and is used by 
investors and other readers of 
the financial statements. 

There has been a change in 
current year in the Group’s 
key performance indicator 
from ‘Group profit before tax 
and adjusting items’ to ‘M&S 
Group adjusted profit before 
tax’, removing the adjusted 
profit before tax attributable 
to non-controlling interest. 
We concluded that it would be 
appropriate for us to use the 
group’s revised adjusted 
profit benchmark as the basis 
for our materiality.

Net assets are used as the 
benchmark as the Parent 
Company operates primarily 
as a holding company for the 
Group and we therefore 
consider this as the key metric 
for the Parent Company. 

We capped materiality at 90% 
of Group materiality to 
reduce the risk of a material 
error arising as a result of the 
consolidation of the Parent 
Company’s result in the 
Group financial statements.

  M&S Group adjusted PBT
  Group materiality
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
6. Our application of materiality continued
6.2. Performance materiality
We set performance materiality at a level lower than materiality to reduce the 
probability that, in aggregate, uncorrected and undetected misstatements exceed 
the materiality for the financial statements as a whole. 

Group financial statements Parent Company financial statements

Performance 
materiality

55% (2025: 65%) of group 
materiality 

55% (2025: 65%) of parent 
company materiality 

Basis and 
rationale for 
determining 
performance 
materiality

In determining performance materiality, we considered the 
following factors: 

•	 the pervasive impact of the cyber incident on both the 
operational and financial processes and controls;

•	 our cumulative knowledge of the Group and its environment, 
including industry specific trends;

•	 the stability in key management personnel; and

•	 the nature, quantum and volume of misstatements identified 
in prior periods, both corrected and uncorrected.

6.3. Error reporting threshold
We agreed with the Audit & Risk Committee that we would report to the Committee 
all audit differences in excess of £1.7 million (2025: £1.9 million), as well as differences 
below that threshold that, in our view, warranted reporting on qualitative grounds. 
We also report to the Audit & Risk Committee on disclosure matters that we identified 
when assessing the overall presentation of the financial statements. 

7.	An overview of the scope of our audit
7.1.	Identification and scoping of components
Our audit was scoped by obtaining an understanding of the Group and its 
environment, including Group-wide controls, and assessing the risks of material 
misstatement at the Group level. 

Based on our assessment we have focused our audit on the UK business which was 
subject to an audit of the entire financial information, Ocado Retail which was subject 
to an audit of one or more account balances, classes of transactions or disclosures, 
and India which was subject to specified audit procedures. We have performed our 
audit of the UK components (which included the parent company) using a performance 
materiality of £16.6 million (or 90% of Group performance materiality) (2025: £21.6 million), 
our audit of the ORL component using a performance materiality of £12.9 million 
(2025: £20.0 million), and our specified audit procedures of the India component using 
a performance materiality of £5.5 million (2025: £5.0 million). 

For components and account balances not subject to audit procedures we performed 
analytical review procedures to assess whether there were any additional significant 
risks of material misstatement in the residual population. 

We tested the consolidation at the group level. 

 � Subject to audit 
procedures	 96%

  Review at group level	 4%

 � Subject to audit 
procedures	 99%

  Review at group level	 1%

 � Subject to audit 
procedures	 89%

  Review at group level	 11%

Revenue Adjusted profit before tax

Total Assets

7.2. Our consideration of the control environment 
The pervasive impact of the cyber incident necessitated a change in our audit 
strategy, compared with the previous year where we were able to rely on controls 
over a number of business process. This resulted in a primarily substantive testing 
approach. This was primarily due to key financial systems, critical for financial 
reporting, being either offline or not fully operational throughout the year. 

With involvement of out IT specialists we performed the work on General IT Controls 
which was limited to assessing the impact of the incident and management’s 
remediation efforts. Consequently, we placed no reliance on IT controls, and 
mitigating work involved additional substantive testing. 

We obtained an understanding of manual business controls implemented by 
management. These controls were both in response to the incident and related to key 
audit areas, including those noted in section 5, inventory provisions, going concern, 
pensions, store impairment, and financial reporting processes. 

All identified control deficiencies and recommendations for improvement have been 
reported to management and the Audit and Risk Committee (where applicable). 
The Group continues to invest in addressing our observations. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
7.	An overview of the scope of our audit continued
7.3. Our consideration of climate-related risks 
The Group continues to reassess the potential impacts of climate change and set 
targets which the directors consider to be aligned with the Paris Agreement. 

The Group considers that the most likely impact on the financial statements will be 
in relation to its three-year cash flow forecasts and has included the impact within 
these forecasts where appropriate. Whilst at this stage there is significant uncertainty 
regarding what the long-term impact of climate change initiatives may be, the 
forecasts reflect the entity’s best estimate of the impact on the financial statements 
as explained in note 1. 

Whilst there continues to be uncertainty regarding what the long-term impact of 
climate change initiatives may be, the Group continues to consider the impact on the 
financial statements in the cash flow forecasts. 

As a part of our audit procedures, we have obtained the entity’s climate-related risk 
assessment and held discussions with management to understand the process of 
identifying climate-related risks, the determination of mitigating actions and the 
impact on the Group’s financial statements. Our procedures were performed with the 
involvement of our climate-change specialists and included reading disclosures 
included in the Strategic Report on page 28 to consider whether they are materially 
consistent with the financial statements and our knowledge obtained in the audit. 

In considering the disclosures presented as part of the Strategic Report on page 28, 
we engaged our climate-change specialists to assess compliance with the Task Force 
on Climate-related Financial Disclosures (‘TCFD’) and Climate-related Financial 
Disclosure (‘CFD’) requirements, and the recommendations made by both the Task 
Force and FRC as set out in their thematic reviews. We have also assessed whether 
these disclosures reflect our understanding of the Group’s approach to climate. 

We did not identify climate-related risk as a separate key audit matter in our audit 
given the nature of the Group’s operations and knowledge gained of its impact on 
critical accounting estimates and judgements during our risk assessment procedures 
and audit procedures.

7.4. Working with other auditors
The audit of the UK business has been performed by the Group audit team. 

We have two component audit teams: Deloitte UK (Ocado Retail Limited) and Deloitte 
India (India). We have issued detailed instructions to both component audit teams to 
perform audit procedures. 

We have engaged regularly with the component auditors throughout the audit 
process, determining the nature, timing, and extent of the audit procedures (involved 
in risk assessment of the components, in particular significant and higher risk areas) 
to be performed. We reviewed component auditor working papers and component 
reporting, communicating regularly to interact on any related audit and accounting 
matters which arose.

8.	Other information
The other information comprises the information included in the annual report, 
other than the financial statements and our auditor’s report thereon. The directors 
are responsible for the other information contained within the annual report. 

Our opinion on the financial statements does not cover the other information and, 
except to the extent otherwise explicitly stated in our report, we do not express any 
form of assurance conclusion thereon. 

Our responsibility is to read the other information and, in doing so, consider whether 
the other information is materially inconsistent with the financial statements or 
our knowledge obtained in the course of the audit, or otherwise appears to be 
materially misstated. 

If we identify such material inconsistencies or apparent material misstatements, 
we are required to determine whether this gives rise to a material misstatement in 
the financial statements themselves. If, based on the work we have performed, 
we conclude that there is a material misstatement of this other information, we are 
required to report that fact. 

We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
9. Responsibilities of directors
As explained more fully in the directors’ responsibilities statement, the directors are 
responsible for the preparation of the financial statements and for being satisfied 
that they give a true and fair view, and for such internal control as the directors 
determine is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the directors are responsible for assessing the 
Group’s and the Parent Company’s ability to continue as a going concern, disclosing 
as applicable, matters related to going concern and using the going concern basis of 
accounting unless the directors either intend to liquidate the Group or the Parent 
Company or to cease operations, or have no realistic alternative but to do so. 

10. Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs (UK) will always detect a material misstatement when it exists. 
Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence 
the economic decisions of users taken on the basis of these financial statements. 

A further description of our responsibilities for the audit of the financial statements 
is located on the FRC’s website at: www.frc.org.uk/auditorsresponsibilities. This description 
forms part of our auditor’s report. 

11. Extent to which the audit was considered capable of detecting 
irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. 
We design procedures in line with our responsibilities, outlined above, to detect 
material misstatements in respect of irregularities, including fraud. The extent to 
which our procedures are capable of detecting irregularities, including fraud is 
detailed below. 

11.1. Identifying and assessing potential risks related to irregularities
In identifying and assessing risks of material misstatement in respect of 
irregularities, including fraud and non-compliance with laws and regulations, 
we considered the following: 

•	 the nature of the industry and sector, control environment and business 
performance including the design of the Group’s remuneration policies, key 
drivers for directors’ remuneration, bonus levels and performance targets;

•	 the Group’s own assessment of the risks that irregularities may occur either 
as a result of fraud or error;

•	 results of our enquiries of management, internal audit, the directors and the 
Audit & Risk Committee about their own identification and assessment of the 
risks of irregularities, including those that are specific to the Group’s sector;

•	 any matters we identified having obtained and reviewed the Group’s 
documentation of their policies and procedures relating to:

	– identifying, evaluating and complying with laws and regulations and whether 
they were aware of any instances of non-compliance;

	– detecting and responding to the risks of fraud and whether they have knowledge 
of any actual, suspected or alleged fraud;

	– the internal controls established to mitigate risks of fraud or non-compliance 
with laws and regulations; and

	– the implications of the cyber incident which occurred in April 2025; and

•	 the matters discussed among the audit engagement team including component 
audit teams and relevant internal specialists, including tax, valuations, pensions, IT, 
climate-change, analytics, real estate, data privacy specialist and fraud specialists 
regarding how and where fraud might occur in the financial statements and any 
potential indicators of fraud.

As a result of these procedures, we considered the opportunities and incentives 
that may exist within the organisation for fraud and identified the greatest potential 
for fraud in the disclosure of adjusting items as part of alternative performance 
measures and recognition of promotional income of ORL. In common with all audits 
under ISAs (UK), we are also required to perform specific procedures to respond to 
the risk of management override. 

We also obtained an understanding of the legal and regulatory frameworks that 
the Group operates in, focusing on provisions of those laws and regulations that 
had a direct effect on the determination of material amounts and disclosures in the 
financial statements. The key laws and regulations we considered in this context 
included the UK Companies Act, Financial Conduct Authority regulations, Listing 
Rules, and pensions and tax legislation. 

In addition, we considered provisions of other laws and regulations that do not 
have a direct effect on the financial statements but compliance with which may be 
fundamental to the Group’s ability to operate or to avoid a material penalty. These 
included the competition and anti-bribery laws, data protection, Groceries Supply 
Code of Practice, and employment, environmental and health and safety regulations. 
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF MARKS AND SPENCER GROUP PLC CONTINUED

Report on the audit of the financial statements continued
11. Extent to which the audit was considered capable of detecting 
irregularities, including fraud continued
11.2. Audit response to risks identified
As a result of performing the above, we identified responding to the cyber incident, 
the disclosure of adjusting items as part of alternative performance measures and 
recognition of promotional income in ORL as key audit matters related to the 
potential risk of fraud or non-compliance with laws and regulations. The key audit 
matters section of our report explains the matters in more detail and also describes 
the specific procedures we performed in response to those key audit matters. 

In addition to the above, our procedures to respond to risks identified included 
the following: 

•	 reviewing the financial statement disclosures and testing to supporting 
documentation to assess compliance with provisions of relevant laws and 
regulations described as having a direct effect on the financial statements;

•	 enquiring of management, the Audit & Risk Committee and in-house legal counsel 
concerning actual and potential litigation and claims;

•	 performing analytical procedures to identify any unusual or unexpected 
relationships that may indicate risks of material misstatement due to fraud;

•	 reading minutes of meetings of those charged with governance, reviewing internal 
audit reports, reviewing correspondence with HMRC and reviewing management’s 
cyber experts report;

•	 assessing the Board’s response to the cyber incident; and

•	 in addressing the risk of fraud through management override of controls, testing 
the appropriateness of journal entries and other adjustments and, in response to 
the cyber incident, profiling and testing manual cost of sales journals identified as 
non-standard or those that were unusual in nature; assessing whether the 
judgements made in making accounting estimates are indicative of a potential bias; 
and evaluating the business rationale of any significant transactions that are 
unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud 
risks to all engagement team members including internal specialists and component 
audit teams, and remained alert to any indications of fraud or non-compliance with 
laws and regulations throughout the audit. 

Report on other legal and regulatory requirements
12. Opinions on other matters prescribed by the Companies Act 2006

In our opinion the part of the Directors’ Remuneration Report to be audited has 
been properly prepared in accordance with the Companies Act 2006.

In our opinion, based on the work undertaken in the course of the audit: 

•	 the information given in the strategic report and the directors’ report for the 
financial year for which the financial statements are prepared is consistent with 
the financial statements; and

•	 the strategic report and the directors’ report have been prepared in accordance 
with applicable legal requirements.

In the light of the knowledge and understanding of the Group and the Parent 
Company and their environment obtained in the course of the audit, we have not 
identified any material misstatements in the strategic report or the directors’ report.

13. Corporate Governance Statement
The Listing Rules require us to review the directors’ statement in relation to going 
concern, longer-term viability and that part of the Corporate Governance Statement 
relating to the group’s compliance with the provisions of the UK Corporate 
Governance Code specified for our review. 

Based on the work undertaken as part of our audit, we have concluded that each of the 
following elements of the Corporate Governance Statement is materially consistent 
with the financial statements and our knowledge obtained during the audit:

•	 the directors’ statement with regards to the appropriateness of adopting the 
going concern basis of accounting and any material uncertainties identified set 
out on page 97;

•	 the directors’ explanation as to its assessment of the group’s prospects, 
the period this assessment covers and why the period is appropriate set out 
on page 97;

•	 the directors’ statement on fair, balanced and understandable set out on 
page 61;

•	 the Board’s confirmation that it has carried out a robust assessment of the 
emerging and principal risks set out on page 43;

•	 the section of the annual report that describes the review of effectiveness 
of risk management and internal control systems set out on page 64; and

•	 the section describing the work of the Audit & Risk Committee set out on 
page 60.
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Report on other legal and regulatory requirements 
continued
14. Matters on which we are required to report by exception
14.1. Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required to report to you if, in our opinion: 

•	 we have not received all the information and explanations we require for our audit; or

•	 adequate accounting records have not been kept by the Parent Company, or returns 
adequate for our audit have not been received from branches not visited by us; or

•	 the Parent Company financial statements are not in agreement with the accounting 
records and returns.

We have nothing to report in respect of these matters.

14.2. Directors’ remuneration

Under the Companies Act 2006 we are also required to report if in our opinion 
certain disclosures of directors’ remuneration have not been made or the part of 
the Directors’ Remuneration Report to be audited is not in agreement with the 
accounting records and returns. 

We have nothing to report in respect of these matters.

15. Other matters which we are required to address
15.1. Auditor tenure
Following the recommendation of the Audit & Risk Committee, we were reappointed 
by the shareholders to audit the financial statements for the year ending 29 March 
2025 and subsequent financial periods. The period of total uninterrupted engagement 
including previous renewals and reappointments of the firm is 12 years, covering the 
years ending 28 March 2015 to 28 March 2026. 

15.2. Consistency of the audit report with the additional report to the Audit & Risk 
Committee
Our audit opinion is consistent with the additional report to the Audit & Risk Committee 
we are required to provide in accordance with ISAs (UK). 

16. Use of our report
This report is made solely to the company’s members, as a body, in accordance with 
Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has been undertaken 
so that we might state to the company’s members those matters we are required to 
state to them in an auditor’s report and for no other purpose. To the fullest extent 
permitted by law, we do not accept or assume responsibility to anyone other than the 
company and the company’s members as a body, for our audit work, for this report, 
or for the opinions we have formed. 

As required by the Financial Conduct Authority (FCA) Disclosure Guidance and 
Transparency Rule (DTR) 4.1.15R – DTR 4.1.18R, these financial statements will form 
part of the Electronic Format Annual Financial Report filed on the National Storage 
Mechanism of the FCA in accordance with DTR 4.1.15R – DTR 4.1.18R. This auditor’s 
report provides no assurance over whether the Electronic Format Annual Financial 
Report has been prepared in compliance with DTR 4.1.15R – DTR 4.1.18R. 

Jane Whitlock ACA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor
London, United Kingdom
19 May 2026 
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CONSOLIDATED INCOME STATEMENT

52 weeks
 ended

28 March 2026
Total

£m

52 weeks
 ended

29 March 2025 
Total

£mNotes

Revenue 2, 3 17,273.6 13,816.8

Share of result in associate – Ocado Retail Limited1 3, 29 — (43.6)

Operating profit 3, 5 536.7 624.3

Finance income 5, 6 45.0 64.7

Finance costs 5, 6 (217.1) (177.2)

Profit before tax 2, 4, 5 364.6 511.8

Income tax expense 7 (128.4) (219.9)

Profit for the year 236.2 291.9

Attributable to:

Owners of the parent 259.4 295.7

Non-controlling interests2 (23.2) (3.8)

236.2 291.9

Earnings per share

Basic earnings per share 8 12.7p 14.6p

Diluted earnings per share 8 12.3p 14.0p

Reconciliation of M&S Group adjusted profit before tax3 – non-GAAP measure

Profit before tax 364.6 511.8

Adjusting items 5 292.1 363.7

Adjusted non-controlling interests 14.7 5.6

M&S Group adjusted profit before tax 671.4 881.1

Adjusted earnings per share – non-GAAP measure

Basic 8 23.8p 31.9p

Diluted 8 23.0p 30.6p

1	� On 6 April 2025, in line with expectations, the Group obtained control of Ocado Retail Limited; therefore, it is no longer treated as an associate, with the Group now consolidating the results of Ocado Retail Limited.
2	 Non-controlling interests include the minority share of results in Ocado Retail Limited and other joint ventures in India and the UK.
3	 Refer to the Glossary for a complete definition of M&S Group adjusted profit before tax. 
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

52 weeks
 ended

28 March 2026
£m

52 weeks
 ended

29 March 2025
£mNotes

Profit for the year 236.2 291.9

Other comprehensive income/(expense):

Items that will not be reclassified subsequently to profit or loss

Remeasurements of retirement benefit schemes 11 9.0 (149.2)

Tax on retirement benefit schemes (1.9) 49.7

7.1 (99.5)

Items that may be reclassified subsequently to profit or loss

Foreign currency translation differences

– movements recognised in other comprehensive income (6.6) (8.3)

Cash flow hedges 

– fair value movements recognised in other comprehensive income 21 (42.1) (19.2)

– reclassified and reported in profit or loss 21 5.8 5.7

Tax credit on cash flow hedges 9.1 2.7

(33.8) (19.1)

Other comprehensive expense for the year, net of tax (26.7) (118.6)

Total comprehensive income for the year 209.5 173.3

Attributable to:

Owners of the parent 232.7 177.1

Non-controlling interests (23.2) (3.8)

209.5 173.3
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Notes

As at 
28 March 

2026
£m

As at 
29 March 

2025
(Restated)

£m

As at 
30 March 

2024
(Restated)

£m

Assets
Non-current assets
Intangible assets 14 754.1 187.4 179.5
Property, plant and equipment 15 6,409.3 5,408.5 5,190.1
Investment property 11.0 11.2 11.6
Investments in joint ventures 
and associates 10.9 392.5 684.2
Other financial assets 16 42.2 21.3 12.6
Retirement benefit asset — — 81.8
Trade and other receivables 17 279.0 382.8 356.7
Derivative financial instruments 21 3.5 0.1 0.7
Deferred tax assets 23 13.3 13.9 11.7

7,523.3 6,417.7 6,528.9

Current assets
Inventories 981.4 843.9 776.9
Other financial assets 16 12.9 289.5 12.3
Trade and other receivables 17 526.7 327.5 302.0
Derivative financial instruments 21 14.8 7.2 6.8
Current tax assets 58.5 71.1 32.9
Cash and cash equivalents 18 997.2 864.5 1,022.4

2,591.5 2,403.7 2,153.3

Total assets 10,114.8 8,821.4 8,682.2

Liabilities
Current liabilities
Trade and other payables 19 2,636.0 2,370.3 2,107.9
Partnership liability to the Marks & 
Spencer UK Pension Scheme — — 88.8
Borrowings and other financial liabilities 20 298.7 355.8 250.4
Derivative financial instruments 21 19.1 25.1 20.0
Provisions 22 42.1 25.1 47.6
Current tax liabilities 1.2 1.2 1.5

2,997.1 2,777.5 2,516.2

Notes

As at 
28 March 

2026
£m

As at 
29 March 

2025
(Restated)

£m

As at 
30 March 

2024
(Restated)

£m

Non-current liabilities
Retirement benefit deficit 11 79.2 122.7 4.6

Trade and other payables 19 30.6 18.9 116.7

Borrowings and other financial liabilities 20 3,120.7 2,588.7 2,882.8

Derivative financial instruments 21 24.1 16.6 21.9

Provisions 22 167.7 146.2 104.1

Deferred tax liabilities 23 472.5 318.9 325.3

3,894.8 3,212.0 3,455.4

Total liabilities 6,891.9 5,989.5 5,971.6

Net assets 3,222.9 2,831.9 2,710.6

Equity
Issued share capital 24 20.7 20.6 20.5

Share premium account 994.6 982.7 967.0

Capital redemption reserve 2,680.4 2,680.4 2,680.4

Hedging reserve 21 16.0 (7.5) (8.4)

Cost of hedging reserve 21 (0.2) 7.0 5.4

Other reserve (6,542.2) (6,542.2) (6,542.2)

Foreign exchange reserve (96.0) (89.4) (81.1)

Retained earnings 5,982.8 5,769.0 5,670.1

Equity attributable to owners 
of the parent 3,056.1 2,820.6 2,711.7

Non-controlling interests 166.8 11.3 (1.1)

Total equity 3,222.9 2,831.9 2,710.6

Deferred tax and retained earnings have been restated in the comparative information. 
See note 1 for further details. The financial statements were approved by the Board 
and authorised for issue on 19 May 2026. The financial statements also comprise 
notes 1 to 32.

Stuart Machin			   Alison Dolan
Chief Executive Officer		  Chief Financial Officer
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Ordinary
share 

capital
£m

Share
premium

account
£m

Capital
redemption

reserve
£m

Hedging
reserve

£m

Cost of
hedging

£m

Other
reserve ¹

£m

Foreign
exchange

reserve
£m

Retained
earnings

£m
Total

£m

Non-
controlling

 interest
£m

Total
£m

As at 31 March 2024 20.5 967.0 2,680.4 (8.4) 5.4 (6,542.2) (81.1) 5,789.6 2,831.2 (1.1) 2,830.1

Prior year restatement — — — — — — — (119.5) (119.5) — (119.5)

As at 31 March 2024 (restated) 20.5 967.0 2,680.4 (8.4) 5.4 (6,542.2) (81.1) 5,670.1 2,711.7 (1.1) 2,710.6

Profit/(loss) for the year — — — — — — — 295.7 295.7 (3.8) 291.9

Other comprehensive (expense)/income:

Foreign currency translation

– �movements recognised in other 
comprehensive income — — — — — — (8.3) — (8.3) — (8.3)

Remeasurements of retirement benefit schemes — — — — — — — (149.2) (149.2) — (149.2)

Tax on retirement benefit schemes — — — — — — — 49.7 49.7 — 49.7

Cash flow hedges 

– �fair value movement in other comprehensive 
income — — — (21.4) 2.2 — — — (19.2) — (19.2)

– reclassified and reported in profit or loss — — — 5.7 — — — — 5.7 — 5.7

Tax on cash flow hedges — — — 3.3 (0.6) — — — 2.7 — 2.7

Other comprehensive (expense)/income: — — — (12.4) 1.6 — (8.3) (99.5) (118.6) — (118.6)

Total comprehensive (expense)/income — — — (12.4) 1.6 — (8.3) 196.2 177.1 (3.8) 173.3

Cash flow hedges recognised in inventories — — — 17.7 — — — — 17.7 — 17.7

Tax on cash flow hedges recognised in 
inventories — — — (4.4) — — — — (4.4) — (4.4)

Transactions with owners:

Dividends — — — — — — — (60.5) (60.5) — (60.5)

Transactions with non-controlling shareholders — — — — — — — (15.9) (15.9) 16.2 0.3

Shares issued in respect of employee share options 0.1 15.7 — — — — — — 15.8 — 15.8

Purchase of shares held by employee trusts — — — — — — — (81.3) (81.3) — (81.3)

Credit for share-based payments — — — — — — — 52.4 52.4 — 52.4

Deferred tax on share schemes — — — — — — — 8.0 8.0 — 8.0

As at 29 March 2025 20.6 982.7 2,680.4 (7.5) 7.0 (6,542.2) (89.4) 5,769.0 2,820.6 11.3 2,831.9

1	� The ‘Other reserve’ was originally created as part of the capital restructuring that took place in 2002. It represents the difference between the nominal value of the shares issued prior to the capital 
reduction by the Company (being the carrying value of the investment in Marks and Spencer plc) and the share capital, share premium and capital redemption reserve of Marks and Spencer plc at the date 
of the transaction.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY CONTINUED

Ordinary
share

 capital
£m

Share
premium

account
£m

Capital
redemption

reserve
£m

Hedging
reserve

£m

Cost of
hedging

£m

Other
reserve ¹

£m

Foreign
exchange

reserve
£m

Retained
earnings

£m
Total

£m

Non-
controlling

 interest
£m

Total
£m

As at 30 March 2025 20.6 982.7 2,680.4 (7.5) 7.0 (6,542.2) (89.4) 5,769.0 2,820.6 11.3 2,831.9

Profit/(loss) for the year — — — — — — — 259.4 259.4 (23.2) 236.2

Other comprehensive (expense)/income:

Foreign currency translation

– �movements recognised in other 
comprehensive income — — — — — — (6.6) — (6.6) — (6.6)

Remeasurements of retirement benefit schemes — — — — — — — 9.0 9.0 — 9.0

Tax on retirement benefit schemes — — — — — — — (1.9) (1.9) — (1.9)

Cash flow hedges 

– �fair value movement in other comprehensive 
income — — — (33.0) (9.1) — — — (42.1) — (42.1)

– reclassified and reported in profit or loss — — — 6.3 (0.5) — — — 5.8 — 5.8

Tax on cash flow hedges — — — 6.7 2.4 — — — 9.1 — 9.1

Other comprehensive (expense)/income — — — (20.0) (7.2) — (6.6) 7.1 (26.7) — (26.7)

Total comprehensive (expense)/income — — — (20.0) (7.2) — (6.6) 266.5 232.7 (23.2) 209.5

Cash flow hedges recognised in inventories — — — 58.0 — — — — 58.0 — 58.0

Tax on cash flow hedges recognised in 
inventories — — — (14.5) — — — — (14.5) — (14.5)

Transactions with owners:

Dividends — — — — — — — (77.0) (77.0) — (77.0)

Transactions with non-controlling shareholders — — — — — — — (1.4) (1.4) 178.7 177.3

Shares issued in respect of employee share options 0.1 11.9 — — — — — — 12.0 — 12.0

Purchase of shares held by employee trusts — — — — — — — (21.1) (21.1) — (21.1)

Credit for share-based payments — — — — — — — 37.5 37.5 — 37.5

Tax on share schemes — — — — — — — 9.3 9.3 — 9.3

As at 28 March 2026 20.7 994.6 2,680.4 16.0 (0.2) (6,542.2) (96.0) 5,982.8 3,056.1 166.8 3,222.9

1	� The ‘Other reserve’ was originally created as part of the capital restructuring that took place in 2002. It represents the difference between the nominal value of the shares issued prior to the capital 
reduction by the Company (being the carrying value of the investment in Marks and Spencer plc) and the share capital, share premium and capital redemption reserve of Marks and Spencer plc at the date 
of the transaction. 
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CONSOLIDATED STATEMENT OF CASH FLOWS

Notes

52 weeks
 ended

28 March 2026
£m

52 weeks
 ended

29 March 2025
£m

Cash flows from operating activities
Cash generated from operations 26 1,183.1 1,521.3
Income tax paid (7.1) (208.3)
Net cash inflow from operating activities 1,176.0 1,313.0

Cash flows from investing activities
Proceeds on property disposals 33.1 48.3
Purchase of property, plant and equipment (574.8) (408.4)
Purchase of intangible assets (52.3) (98.5)
Sale/(purchase) of current financial assets 276.6 (277.2)
Purchase of non-current financial assets (21.1) (12.5)
Proceeds on disposal of non-current financial assets — 0.6
Payment of deferred consideration for subsidiary (110.9) —
Consolidation of subsidiary, net of cash acquired1 68.2 —
Interest received 44.5 51.6
Net cash used in investing activities (336.7) (696.1)

Cash flows from financing activities
Interest paid2 (192.3) (158.1)
Redemption of Medium-Term Notes3 (108.0) (187.8)
Repayment of lease liabilities (317.5) (258.6)
Payment of partnership liability to the Marks & Spencer UK Pension Scheme 12 — (40.5)
Equity dividends paid (77.0) (60.5)
Shares issued on exercise of employee share options 24 12.0 15.8
Transactions with non-controlling interest (0.2) (2.6)
Purchase of own shares by employee trust (21.1) (81.3)
Net cash used in financing activities (704.1) (773.6)

Net cash inflow/(outflow) from activities 135.2 (156.7)
Effects of exchange rate changes (2.5) (1.2)
Opening net cash 864.5 1,022.4
Closing net cash 27 997.2 864.5

1	 Includes £68.2m (last year: £nil) relating to the consolidation of Ocado Retail Limited.
2	 Includes interest paid on lease liabilities of £136.0m (last year: £103.4m).
3	� Includes £105.5m of maturing 2025 notes, £193m of outstanding 2027 notes repurchased in February 2026 and £109m of outstanding 2026 notes repurchased in March 2026, resulting in a gain of £1.1m 

recognised within ‘interest payable on Medium-Term Notes’ in net finance costs.
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NOTES TO THE FINANCIAL STATEMENTS

1 Accounting policies
General information 
Marks and Spencer Group plc (the Company) is a public limited company domiciled 
and incorporated in England and Wales under the Companies Act 2006. The address 
of the Company’s registered office is Waterside House, 35 North Wharf Road, London 
W2 1NW, United Kingdom.

The principal activities of the Company and its subsidiaries (the Group) and the 
nature of the Group’s operations are as a Fashion, Home & Beauty and Food retailer.

These financial statements are presented in sterling, which is also the Company’s 
functional currency, and are rounded to the nearest hundred thousand. Foreign 
operations are included in accordance with the policies set out within this note.

Basis of preparation 
The financial statements have been prepared for the 52 weeks ended 28 March 2026 
(last year: 52 weeks ended 29 March 2025) in accordance with UK-adopted International 
Accounting Standards and with the requirements of the Companies Act 2006 as 
applicable to companies reporting under those standards.

The Marks and Spencer Scottish Limited Partnership has taken an exemption under 
paragraph 7 of the Partnership (Accounts) Regulations 2008 from the requirement to 
prepare and deliver financial statements, in accordance with the Companies Act.

The financial statements have been prepared on a going concern basis. In adopting 
the going concern basis, the Board has considered the business activities as set out 
on pages 10 to 14, the financial position of the Group, its cash flows, liquidity position 
and borrowing facilities as set out in the Financial Review on pages 16 to 24, the 
Group’s financial risk management objectives and exposures to liquidity and other 
financial risks as set out in note 21 and the principal risks and uncertainties as set out 
on pages 43 to 47. 

The Group continues to maintain a robust financial position providing it with 
sufficient access to liquidity, through a combination of cash and committed facilities, 
to meet its needs in the short and medium-term. At 28 March 2026, the Group had 
liquidity of £1,872.2m (last year: £1,739.5m), comprising cash and cash equivalents of 
£997.2m, an undrawn committed syndicated bank revolving credit facility (“RCF”) of 
£850.0m (set to mature in December 2030), and undrawn uncommitted facilities 
amounting to £25.0m. 

The RCF contains a financial covenant, being the ratio of earnings before interest, tax, 
depreciation and amortisation to net interest and depreciation on right-of-use assets 
under IFRS 16. The covenant is measured biannually. 

In adopting the going concern basis of preparation, the Board has assessed the 
Group’s cash flow forecasts which incorporate a latest estimate of the ongoing 
impact of current market conditions on the Group (including the impact of the 
current Middle East conflict) and include a number of assumptions including sales 
growth and customer behaviour. While trading continues to be strong, in forming 

their outlook on the future financial performance, the Board considered a variety of 
downsides that the Group might experience, such as a sustained economic recession 
and an inability for the Group to execute the transformation plan. 

Under these latest forecasts, the Group is able to operate without the need to draw 
on its available facilities and without taking any supplementary mitigating actions, 
such as reducing capital expenditure and other discretionary spend. The forecast 
cash flows also indicate that the Group will comply with all relevant banking 
covenants during the forecast period, being at least 12 months from the approval of 
the financial statements. 

The Board has modelled a severe, but plausible, downside scenario. This downside 
scenario assumes that:

•	 There will be a period of economic recession in 2026/27, resulting in a reduction in 
sales growth of 3.0 – 5.0% across all three business units compared to the budget 
and three-year plan.

•	 A delay on transformation benefits results in incremental sales expected from the 
transformation declining by 7.5%, 15% and 30% respectively across the three-year period. 

•	 Ocado Retail Limited experiences limited customer demand, with a 5.0% reduction 
in volume growth each year across the three-year period compared to the budget 
and three-year plan.

Even under this severe but plausible downside scenario, the Group would continue to 
have sufficient liquidity and headroom on its existing facilities and against the RCF 
financial covenant for the forecast period. In addition, should such a scenario arise, 
there are a range of mitigating actions that could be taken to reduce the impact. 
Given current trading and expectations for the business, the Board considers that 
this downside scenario reflects a plausible, but remote, outcome for the Group.

In addition, reverse stress testing has been applied to the model to determine the 
decline in sales that the Group could absorb before exhausting the Group’s total 
liquidity. Such a scenario, and the sequence of events which could lead to it, is 
considered to be extremely remote.

As a result, the Board expects the Group to have adequate resources to continue in 
operation, meet its liabilities as they fall due, retain sufficient available cash and not 
breach the covenant under the revolving credit facility for the foreseeable future, 
being a period of at least 12 months from the approval of the financial statements. 
The Board therefore considers it appropriate for the Group to adopt the going 
concern basis in preparing its financial statements.

New accounting standards adopted by the Group
The Group has applied the following new amendment to the accounting standard for 
the first time for the annual reporting period commencing 30 March 2025:

•	 Amendment to IAS 21: Lack of Exchangeability 
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 Accounting policies continued
New accounting standards adopted by the Group continued
The adoption of the new amendment to the accounting standard listed above has not 
led to any changes to the Group’s accounting policies or had any other material 
impact on the financial position or performance of the Group.

New accounting standards in issue but not yet effective
New standards and interpretations that are in issue but not yet effective are listed below:

•	 Amendments to IFRS 9 and IFRS 7: Classification and Measurement of 
Financial Instruments.

•	 Amendments to IFRS 9 and IFRS 7: Contracts Referencing Nature-Dependent Electricity.

•	 IFRS 18: Presentation and Disclosure in Financial Statements.

•	 IFRS 19: Subsidiaries without Public Accountability. 

With the exception of IFRS 18, the adoption of the above standards and interpretations 
is not expected to lead to any changes to the Group’s accounting policies nor have any 
other material impact on the financial position or performance of the Group. 

IFRS 18 was issued in April 2024 and is effective for periods beginning on or after 
1 January 2027. The Group will apply the standard from its mandatory effective date 
and does not intend to adopt early. IFRS 18 requires retrospective application. Accordingly, 
comparative information for the financial year ended 2 April 2027 will be restated in 
the Group’s 2027/28 financial statements. The standard will replace IAS 1 Presentation 
of Financial Statements and although it will not change how items are recognised and 
measured, the standard brings a focus on the income statement and reporting of 
financial performance. Specifically classifying income and expenses into three new 
defined categories – ‘operating’, ‘investing’ and ‘financing’ and two new subtotals 
‘operating profit and loss’ and ‘profit or loss before financing and income tax’, introducing 
disclosures of management defined performance measures (MPMs) and enhancing 
general requirements on aggregation and disaggregation. The impact of the standard 
on the Group is currently being assessed and it is not yet practicable to quantify the 
effect of IFRS 18 on these consolidated financial statements, however there is no 
impact on presentation for the Group in the current year given the effective date – this 
will be applicable for the Group’s 2027/28 Annual Report.

Prior year restatement
An error has been identified within the Group’s deferred tax calculations in relation to 
historical changes for IFRS 16: Leases. In line with IAS 8, the Group has restated balances 
as at 29 March 2025 and 30 March 2024. Specifically, the impact on the financial results 
as at 29 March 2025 was a £119.5m increase in deferred tax liabilities recognised in 
relation to IFRS 16: Leases. There is no impact on cash flows (or cash flow statements), 
reported pre or post tax profits or tax paid in any of the previous years. The financial 
impact of the errors identified is as follows:

As at 29 March 2025 As at 30 March 2024

Reported
£m

Adjusted
£m

Restated
£m

Reported
£m

Adjusted
£m

Restated
£m

Deferred 
tax liability 199.4 119.5 318.9 205.8 119.5 325.3

Retained 
earnings 5,888.5 (119.5) 5,769.0 5,789.6 (119.5) 5,670.1

Alternative performance measures
In reporting financial information, the Group presents alternative performance 
measures (‘APMs’), which are not defined or specified under the requirements of IFRS.

The Group believes that these APMs, which are not considered to be a substitute for, 
or superior to, IFRS measures, provide stakeholders with additional helpful information 
on the performance of the business. These APMs are consistent with how the business 
performance is planned and reported within the internal management reporting to 
the Board and Executive Committee. Some of these measures are also used for the 
purpose of setting remuneration targets.

The key APMs that the Group uses include: sales; like-for-like sales growth; adjusted 
operating profit; adjusted operating margin; M&S Group adjusted profit before tax; 
adjusted basic earnings per share; net debt; net debt excluding lease liabilities; free 
cash flow; free cash flow from operations; capital expenditure; return on capital 
employed; and adjusted non-controlling interest. Each of these APMs, and others 
used by the Group, are set out in the Glossary, including explanations of how they are 
calculated and how they can be reconciled to a statutory measure where relevant. 

The Group reports some financial measures, primarily International sales, on both a 
reported and constant currency basis. The constant currency basis, which is an APM, 
retranslates the previous year revenues at the average actual periodic exchange rates 
used in the current financial year. This measure is presented as a means of eliminating 
the effects of exchange rate fluctuations on the year-on-year reported results.

The Group makes certain adjustments to the statutory profit measures in order to 
derive many of these APMs. The Group’s policy is to exclude items that are considered 
significant in nature and/or quantum over the total expected life of the programme 
or are consistent with items that were treated as adjusting in prior periods. The 
Group’s definition of adjusting items is consistent with prior periods. Adjusted results 
are consistent with how business performance is measured internally and presented 
to aid comparability of performance. On this basis, the following items were included 
within adjusting items for the 52-week period ended 28 March 2026:

•	 Net charges associated with the strategic programme in relation to the review 
of the store estate.

•	 Significant restructuring costs and other associated costs arising from strategy or 
operational changes that are not considered by the Group to be part of the normal 
operating costs of the business.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 Accounting policies continued
Alternative performance measures continued
•	 Impairment charges and provisions that are considered to be significant in nature 

and/or value to the trading performance of the business. 

•	 Charges and reversals of previous impairments arising from the write-off of assets 
and other property charges that are significant in nature and/or value. Impairment 
charges are recognised in adjusted operating profit where they relate to stores not 
previously impaired or do not otherwise meet the Group’s adjusting items policy.

•	 Adjustments to income from M&S Bank due to a provision recognised by M&S Bank 
for the cost of providing redress to customers in respect of possible mis-selling of 
M&S Bank financial products.

•	 Amortisation and fair value adjustments relating to Ocado Retail Limited.

•	 Net finance costs incurred in relation to Gist Limited deferred and 
contingent consideration.

•	 Share of net charges associated with Ocado Retail Limited’s UK network capacity review.

•	 Net pension finance costs/income in relation to closed scheme not considered part 
of ongoing operating activities of the Group. 

•	 Significant charges relating to the renegotiation of the Group’s Relationship 
Agreement with M&S Bank.

•	 Significant charges in relation to the furniture simplification programme that are 
not considered to be day-to-day operational costs of the business, mainly relating 
to contractual obligations with suppliers.

•	 Net income associated with a significant legal settlement that is not considered to 
be a normal income stream of the business. 

•	 (New) Significant costs in response to the recent cyber incident.

Refer to note 5 for a summary of the adjusting items.

A summary of the Company’s and the Group’s material accounting policies is given below.

Accounting convention
The financial statements are drawn up on the historical cost basis of accounting, 
except for certain financial instruments (including derivative instruments) and plan 
assets of defined benefit pension schemes which are measured at fair value at the 
end of each reporting period, as explained in the accounting policies below.

Basis of consolidation
The Group financial statements incorporate the financial statements of Marks and 
Spencer Group plc and all its subsidiaries made up to the period end date. Where 
necessary, adjustments are made to the financial statements of subsidiaries to bring 
the accounting policies used in line with those used by the Group.

Subsidiaries
Subsidiary undertakings are all entities (including special purpose entities) over 
which the Company has control. Control is achieved when the Company has the power 
over the entity; is exposed, or has rights to, variable returns from its involvement with 
the entity; and has the ability to use its power to affect its returns. The Company 
reassesses whether or not it controls an entity if facts and circumstances indicate that 
there are changes to one or more of these three elements of control. Consolidation of 
a subsidiary begins when the Company obtains control over the subsidiary and ceases 
when the Company loses control of the subsidiary. Subsidiary undertakings acquired 
during the year are recorded using the acquisition method of accounting and their 
results are included from the date of acquisition.

The separable net assets, including property, plant and equipment and intangible 
assets, of the newly acquired subsidiary undertakings are incorporated into the 
consolidated financial statements on the basis of the fair value as at the effective 
date of control.

Intercompany transactions, balances, and unrealised gains on transactions between 
Group companies are eliminated on consolidation.

Associates
An associate is an entity over which the Group has significant influence and that is 
neither a subsidiary nor an interest in a joint venture. Significant influence is the 
power to participate in the financial and operating policy decisions of the investee 
but is not control nor joint control over those policies. The results and assets and 
liabilities of associates are incorporated in these financial statements using the 
equity method of accounting. Under the equity method, an investment in an 
associate is recognised initially in the consolidated statement of financial position at 
cost and adjusted thereafter to recognise the Group’s share of the profit or loss and 
other comprehensive income of the associate. When the Group’s share of losses of an 
associate exceeds the Group’s interest in that associate (which includes any long-term 
interests that, in substance, form part of the Group’s net investment in the associate), 
the Group discontinues recognising its share of further losses. Additional losses are 
recognised only to the extent that the Group has incurred legal or constructive 
obligations or made payments on behalf of the associate. Dividends received or 
receivable from an associate are recognised as a reduction in the carrying amount 
of the investment.

Associated undertakings acquired during the year are recorded using the equity 
method of accounting and their results are included from the date of acquisition. On 
acquisition of the investment in an associate, any excess of the cost of the investment 
over the Group’s share of the net fair value of the identifiable assets and liabilities of 
the investee is recognised as goodwill, which is included within the carrying amount 
of the investment. Any excess of the Group’s share of the net fair value of the 
identifiable assets and liabilities over the cost of the investment, after reassessment, 
is recognised immediately in profit or loss in the period in which the investment is 
acquired. The Group’s share of the net fair value of identified intangible assets is 
amortised over the expected useful economic life of the assets.
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 Accounting policies continued
Associates continued
The requirements of IAS 36 are applied to determine whether it is necessary to 
recognise any impairment loss with respect to the Group’s investment in an associate. 
When necessary, the entire carrying amount of the investment (including goodwill) is 
tested for impairment in accordance with IAS 36 as a single asset by comparing its 
recoverable amount (higher of value in use and fair value less costs of disposal) with 
its carrying amount.

When a Group company transacts with an associate of the Group, profits and losses 
resulting from the transactions with the associate are recognised only to the extent 
of interests in the associate that are not related to the Group.

Revenue
Revenue comprises sales of goods to customers outside the Group less an appropriate 
deduction for actual and expected returns, discounts and loyalty scheme vouchers, 
and is stated net of value added tax and other sales taxes. Revenue is recognised when 
performance obligations are satisfied and goods are delivered to our franchise partners 
or the customer and the control of goods is transferred to the buyer. Online sales are 
recognised when items are delivered, as this is when the performance obligation is 
deemed to have been satisfied. Where third-party branded goods are sold on a 
consignment basis, only the commission receivable is included in statutory revenue.

A right of return is not a separate performance obligation and the Group is required 
to recognise revenue net of estimated returns. A refund liability and a corresponding 
asset in inventory representing the right to recover products from the customer 
are recognised.

The Group enters into agreements which entitle other parties to operate under the 
Marks & Spencer brand name for certain activities and operations, such as M&S Bank. 
These contracts give rise to performance-based variable consideration. Income 
dependent on the performance of the third-party operations is recognised when it is 
highly probable that a significant reversal in the amount of income recognised will 
not occur, and presented as other operating income.

Revenue from the rendering of supply chain services is recognised when a performance 
obligation is satisfied.

Supplier income
In line with industry practice, the Group enters into agreements with suppliers to share 
the costs and benefits of promotional activity and volume growth. As M&S operates a 
predominantly owned-brand Food business, supplier income transactions are of much 
lower volumes compared to others within the industry. Following the consolidation of 
Ocado Retail Limited the supplier income accounting policy has been enhanced with 
specific reference to Ocado Retail Limited. For the period, promotional allowances for 
Ocado Retail Limited are £177.4m or 59% of commercial income, with rebates of £25.4m. 

The Group receives income from its suppliers based on specific agreements in place. 
Supplier income received is recognised as a deduction from cost of sales based on the 
entitlement that has been earned up to the balance sheet date for each relevant 
supplier agreement. 

The types of supplier income recognised by the Group and the associated 
recognition policies are:

A. Promotional income contribution Includes supplier contributions to promotional 
giveaways and pre-agreed contributions to annual ‘spend and save’ activity.

Income is recognised as a deduction to cost of sales over the relevant promotional 
period. Income is calculated and invoiced at the end of the promotional period based 
on actual sales or according to fixed contribution arrangements. Contributions 
earned, but not invoiced, are accrued at the end of the relevant period.

Ocado Retail Limited: The estimates required for this source of income are limited 
because the time periods of promotional activity, in most cases, are less than one 
month and the invoicing for the activity occurs on a regular basis shortly after the 
promotions have ended.

B. Volume-based rebates Includes annual growth incentives, seasonal contributions 
and contributions to share economies of scale resulting from moving product supply.

Annual growth incentives are calculated and invoiced at the end of the financial year, 
once earned, based on fixed percentage growth targets agreed for each supplier at 
the beginning of the year. They are recognised as a reduction in cost of sales in the 
year to which they relate. Other volume-based rebates are agreed with the supplier 
and spread over the relevant season/contract period to which they relate. 
Contributions earned, but not invoiced, are accrued at the end of the relevant period.

Ocado Retail Limited: At the reporting date, the Group is required to estimate 
supplier income due from annual agreements for volume-related rebates that cross 
the reporting date. Estimates are required since confirmation of some amounts due is 
often only received three to six months after the reporting date. Where estimates are 
required, these are based on current performance, historical data for prior periods 
and a review of significant supplier contracts.

Uncollected supplier income at the balance sheet date is classified within the 
financial statements as follows:

A. Trade and other payables The majority of income due from suppliers is net against 
amounts owed to that supplier as the Group has the legal right and intention to 
offset these balances.

B. Trade and other receivables Supplier income that has been earned, but not 
invoiced, at the balance sheet date is recognised in trade and other receivables and 
primarily relates to volume-based rebates that run up to the period end.

In order to provide users of the accounts with greater understanding in this area, 
additional balance sheet disclosure is provided in note 17 to the financial statements.

Marks and Spencer Group plc Annual Report and Financial Statements 2026 121

STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 Accounting policies continued
M&S Bank
The Group has an economic interest in M&S Bank which entitles the Group to a share 
of the profits of M&S Bank after appropriate contractual deductions.

Dividends 
Final dividends are recorded in the financial statements in the period in which they 
are approved by the Company’s shareholders. Interim dividends are recorded in the 
period in which they are approved and paid. 

Pensions 
Funded pension plans are in place for the Group’s UK employees and some 
overseas employees.

For defined benefit (DB) pension schemes, the difference between the fair value of 
the assets and the present value of the DB obligation is recognised as an asset or 
liability in the statement of financial position. The DB obligation is actuarially 
calculated using the projected unit credit method. An asset can be recognised as, in 
the event of a plan wind-up, the pension scheme rules provide the Group with an 
unconditional right to a refund of surplus assets, assuming a full settlement of plan 
liabilities. In the ordinary course of business, the Trustees have no rights to wind up or 
change, the benefits due to the members of the scheme. As a result, any net surplus 
in the UK DB Pension Scheme is recognised in full.

The service cost of providing retirement benefits to employees during the year, 
together with the cost of any curtailment, is charged to operating profit in the year. 
The Group no longer incurs any service cost or curtailment costs related to the UK 
DB Pension Scheme as the scheme is closed to future accrual.

The net interest cost on the net retirement benefit asset/liability is calculated by 
applying the discount rate, measured at the beginning of the year, to the net defined 
benefit asset/liability and is included as a single net amount in finance income.

Remeasurements, being actuarial gains and losses, together with the difference 
between actual investment returns and the return implied by the net interest cost, 
are recognised immediately in other comprehensive income.

Payments to defined contribution retirement benefit schemes are charged as an 
expense on an accruals basis.

For further details on pension schemes and the partnership liability to the Marks & 
Spencer UK Pension Scheme, see notes 11 and 12.

Intangible assets 
A. Goodwill Goodwill arising on consolidation represents the excess of the 
consideration paid and the amount of any non-controlling interest in the acquiree 
over the fair value of the identifiable assets and liabilities (including intangible 
assets) of the acquired entity at the date of the acquisition. Goodwill is recognised as 

an asset and assessed for impairment annually or as triggering events occur. Any 
impairment in value is recognised within the income statement.

B. Acquired intangible assets Acquired intangible assets include trademarks, brands 
or customer relationships. These assets are capitalised on acquisition at cost and 
amortised on a straight-line basis over their estimated useful lives.

Acquired intangible assets are tested for impairment as triggering events occur. 
Any impairment in value is recognised within the income statement. 

C. Software intangibles Where computer software is not an integral part of a related 
item of computer hardware, the software is treated as an intangible asset. Capitalised 
software costs include external direct costs of goods and services, as well as internal 
payroll-related costs for employees who are directly associated with the project. 
When the Group incurs configuration and customisation costs as part of a cloud‑based 
software-as-a-service agreement, and where this does not result in the creation of an 
asset which the Group has control over, then these costs are expensed.

Capitalised software development costs are amortised on a straight-line basis over 
their expected economic lives, normally between three and five years. Computer 
software under development is held at cost less any recognised impairment loss. Any 
impairment in value is recognised within the income statement.

Property, plant and equipment 
The Group’s policy is to state property, plant and equipment at cost less accumulated 
depreciation and any recognised impairment loss. Property is not revalued for 
accounting purposes. Assets in the course of construction are held at cost less any 
recognised impairment loss. Costs include professional fees and, for qualifying 
assets, borrowing costs. Leasehold buildings with lease premiums and ongoing 
peppercorn lease payments are considered in-substance purchases and are 
therefore included within the buildings category of property, plant and equipment.

Depreciation is provided to write off the cost of tangible non-current assets (including 
investment properties), less estimated residual values on a straight-line basis as follows:

•	 Freehold land – not depreciated. 

•	 Buildings – depreciated to their residual value over their estimated remaining 
economic lives of 10-50 years. 

•	 Fixtures, fittings and equipment – 3-25 years, according to the estimated economic 
life of the asset. 

Residual values and useful economic lives are reviewed annually. Depreciation is 
charged on all additions to, or disposals of, depreciating assets in the year of 
purchase or disposal.

Any impairment in value, or reversal of an impairment, is recognised within the 
income statement.

Marks and Spencer Group plc Annual Report and Financial Statements 2026122

STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS

 



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

1 Accounting policies continued
Leasing 
The Group recognises a right-of-use asset and corresponding liability at the date at 
which a leased asset is made available for use by the Group, except for short-term 
leases (defined as leases with a lease term of 12 months or less) and leases of low-
value assets. For these leases, the Group recognises the lease payments as an 
operating expense on a straight-line basis over the term of the lease.

Lease liabilities are measured at the present value of the future lease payments, 
excluding any payments relating to non-lease components. Future lease payments 
include fixed payments, in-substance fixed payments, and variable lease payments 
that are based on an index or a rate, less any lease incentives receivable. 

Lease liabilities also take into account amounts payable under residual value 
guarantees and payments to exercise options to the extent that it is reasonably certain 
that such payments will be made. The payments are discounted at the rate implicit in 
the lease or, where that cannot be readily determined, at an incremental borrowing rate.

Right-of-use assets are measured initially at cost based on the value of the 
associated lease liability, adjusted for any payments made before inception, initial 
direct costs and an estimate of the dismantling, removal and restoration costs 
required in the terms of the lease. The Group presents right-of-use assets in 
‘property, plant and equipment’ in the consolidated statement of financial position.

Subsequent to initial recognition, the lease liability is reduced for payments made and 
increased to reflect interest on the lease liability (using the effective interest method). 
The related right-of-use asset is depreciated over the term of the lease or, if shorter, 
the useful economic life of the leased asset. The lease term shall include the period of 
an extension option where it is reasonably certain that the option will be exercised. 
Where the lease contains a purchase option, the asset is written off over the useful life 
of the asset when it is reasonably certain that the purchase option will be exercised.

The Group remeasures the lease liability (and makes a corresponding adjustment to 
the related right-of-use asset) whenever:

•	 The lease term has changed or there is a change in the assessment of exercise of a 
purchase option, in which case the lease liability is remeasured by discounting the 
revised lease payments using a revised discount rate.

•	 The lease payments change due to changes in an index or rate or a change in 
expected payment under a guaranteed residual value, in which cases the lease 
liability is remeasured by discounting the revised lease payments using the initial 
discount rate (unless the lease payments’ change is due to a change in a floating 
interest rate, in which case a revised discount rate is used).

•	 A lease contract is modified and the lease modification is not accounted for as a 
separate lease, in which case the lease liability is remeasured by discounting the 
revised lease payments using a revised discount rate.

Leases for which the Group is a lessor are classified as finance or operating leases. 

A lease is classified as a finance lease if it transfers substantially all the risks and 
rewards of ownership to the lessee, and classified as an operating lease if it does not. 
When the Group is an intermediate lessor, it accounts for the head lease and the 
sublease as two separate contracts. The sublease is classified as a finance or 
operating lease by reference to the right-of-use asset arising from the head lease.

Amounts due from lessees under finance leases are recognised as receivables at the 
amount of the Group’s net investment in the leases. Finance lease income is allocated 
to accounting periods so as to reflect a constant periodic rate of return on the 
Group’s net investment in the lease. Rental income from operating leases is 
recognised on a straight-line basis over the term of the relevant lease.

Cash and cash equivalents 
Cash and cash equivalents are held for the purpose of meeting short-term cash 
commitments and include short-term deposits with banks and other financial institutions, 
with an initial maturity of three months or less, money market funds and credit card 
payments received within 48 hours. Bank transactions are recorded on their settlement date.

Inventories
Inventories are valued on a weighted average cost basis and carried at the lower 
of cost and net realisable value. Cost includes all direct expenditure and other 
attributable costs incurred in bringing inventories to their present location and 
condition. All inventories are finished goods. Certain purchases of inventories may 
be subject to cash flow hedges for foreign exchange risk. The initial cost of hedged 
inventory is adjusted by the associated hedging gain or loss transferred from the 
cash flow hedge reserve (basis adjustment).

Provisions 
Provisions are recognised when the Group has a present obligation as a result of a past 
event, and it is probable that the Group will be required to settle that obligation. Provisions 
are measured at the best estimate of the expenditure required to settle the obligation at the 
end of the reporting period, and are discounted to present value where the effect is material. 

Share-based payments 
The Group issues equity-settled share-based payments to certain employees. A fair 
value for the equity-settled share awards is measured at the date of grant. The Group 
measures the fair value of each award using the Black-Scholes model where appropriate.

The fair value of each award is recognised as an expense over the vesting period on a 
straight-line basis, after allowing for an estimate of the share awards that will 
eventually vest. The level of vesting is reviewed at each reporting period and the 
charge is adjusted to reflect actual and estimated levels of vesting. 

Foreign currencies 
The financial statements are presented in sterling which is the Company’s 
functional currency. 
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1 Accounting policies continued
Foreign currencies continued
The results of overseas subsidiaries are translated at the weighted average of 
monthly exchange rates for revenue and profits. The statements of financial position 
of overseas subsidiaries are translated at year end exchange rates. The resulting 
exchange differences are booked into reserves and reported in the consolidated 
statement of comprehensive income. On disposal of an overseas subsidiary the 
related cumulative translation differences recognised in reserves are reclassified 
to profit or loss and are recognised as part of the gain or loss on disposal.

Transactions denominated in foreign currencies are translated at the exchange rate 
at the date of the transaction. Foreign currency monetary assets and liabilities held 
at the end of the reporting period are translated at the closing balance sheet rate. 
The resulting exchange gain or loss is recognised within the income statement.

Taxation 
Tax expense comprises current and deferred tax. Tax is recognised in the income 
statement, except to the extent that it relates to items recognised in other 
comprehensive income or directly in equity, in which case the related tax is 
recognised in other comprehensive income or directly in equity.

Provision is made for uncertain tax positions when it is considered probable that 
there will be a future outflow of funds to a tax authority. The provision is calculated 
using the single best estimate where that outcome is more likely than not and a 
weighted average probability in other circumstances. The position is reviewed on 
an ongoing basis, to ensure appropriate provision is made for each known tax risk.

Deferred tax is accounted for using a temporary difference approach, and is the tax 
expected to be payable or recoverable on temporary differences between the 
carrying amount of assets and liabilities in the statement of financial position and 
the corresponding tax bases used in the computation of taxable profit. Deferred tax 
is calculated based on the expected manner of realisation or settlement of the 
carrying amount of assets and liabilities, applying tax rates and laws enacted, or 
substantively enacted, at the end of the reporting period.

Deferred tax liabilities are generally recognised for all taxable temporary differences. 
Deferred tax liabilities are recognised for taxable temporary differences arising on 
investments in subsidiaries, associates and joint ventures, except where the reversal 
of the temporary difference can be controlled by the Group and it is probable that 
the difference will not reverse in the foreseeable future. In addition, deferred tax 
liabilities are not recognised on temporary differences that arise from goodwill which 
is not deductible for tax purposes. 

Deferred tax assets are recognised to the extent that it is probable that taxable profits 
will be available against which the deductible temporary differences can be utilised. 
The carrying amount of deferred tax assets is reviewed at the end of each reporting 
period and reduced to the extent that it is no longer probable that sufficient taxable 
profits will be available to allow all or part of the asset to be recovered. 

Deferred tax assets and liabilities are not recognised in respect of temporary 
differences that arise on initial recognition of assets and liabilities acquired other 
than in a business combination. 

Financial instruments 
Financial assets and liabilities are recognised in the Group’s statement of financial 
position when the Group becomes a party to the contractual provisions of the 
instrument. Financial assets are initially classified as at fair value through profit and 
loss, fair value through other comprehensive income or amortised cost depending 
on the Group’s business model for managing the financial asset and its cash flow 
characteristics. Financial assets that are held for collection of contractual cash flows, 
where those cash flows represent solely payments of principal and interest, are 
measured at amortised cost. 

The table below sets out the Group’s accounting classification of each class of its 
financial assets and liabilities:

Note Measurement

Financial assets:
Other investments 16 FVTPL1

Loans to related parties 17 Amortised cost

Trade receivables 17 Amortised cost

Lease receivables 17 Amortised cost

Other receivables 17 Amortised cost

Cash and cash equivalents 18 Amortised cost2

Derivative financial instruments 21 FVTPL

Financial liabilities:
Borrowings and overdrafts 20 Amortised cost

Trade payables 19 Amortised cost

Other payables 19 Amortised cost

Contingent consideration 19 FVTPL

Accruals 19 Amortised cost

Lease liabilities 20 Amortised cost

Derivative financial instruments 21 FVTPL

1	 Fair value through profit or loss.
2	 Deposits held in low-volatility net asset value money market funds are classified as FVTPL.

A. Trade and other receivables Trade receivables are recorded initially at transaction 
price and subsequently measured at amortised cost, except those which, due to 
factoring arrangements, are held within a ‘hold to collect and sell’ business model 
and are measured at fair value through other comprehensive income (FVOCI). 
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1 Accounting policies continued
Financial instruments continued
Trade receivables measured at amortised cost are carried at nominal value less an 
allowance for any doubtful debts. The allowance for doubtful debts is recognised 
based on management’s expectation of losses without regard to whether an 
impairment trigger happened or not (an expected credit loss model).

B. Other financial assets Other financial assets consist of loans receivable, venture 
capital investments and short-term investments with a maturity date of more than 90 
days. Financial assets that do not meet the criteria for being measured at amortised 
cost are measured at fair value through profit or loss (FVTPL) with gains and losses 
arising from changes in fair value included in the income statement for the period. 

C. Classification of financial liabilities and equity Financial liabilities and equity 
instruments are classified according to the substance of the contractual 
arrangements entered into. An equity instrument is any contract that evidences a 
residual interest in the assets of the Group after deducting all of its liabilities. 

D. Bank borrowings Interest-bearing bank loans and overdrafts are initially recorded 
at fair value, which equals the proceeds received, net of direct issue costs. They are 
subsequently held at amortised cost. Finance charges, including premiums payable 
on settlement or redemption and direct issue costs, are accounted for using an 
effective interest rate method and are added to, or deducted from, the carrying 
amount of the instrument. 

E. Loan notes Long-term loans are initially measured at fair value net of direct issue 
costs and are subsequently held at amortised cost. If the loan is designated in a fair 
value hedge relationship, the carrying value of the loan is adjusted for fair value 
gains or losses attributable to the risk being hedged. 

F. Trade payables Trade payables are recorded initially at fair value and subsequently 
measured at amortised cost. Generally, this results in their recognition at their 
nominal value. 

G. Equity instruments Equity instruments issued by the Group are recorded at the 
consideration received, net of direct issue costs. 

Derivative financial instruments and hedging activities 
The Group primarily uses cross-currency swaps and forward foreign currency contracts 
to manage its exposures to fluctuations in interest rates and foreign exchange rates. 
These instruments are initially recognised at fair value on the trade date and are 
subsequently remeasured at their fair value at the end of the reporting period. The 
method of recognising the resulting gain or loss is dependent on whether the derivative 
is designated as a hedging instrument and the nature of the item being hedged.

The Group designates certain hedging derivatives as either:

•	 A hedge of a highly probable forecast transaction or change in the cash flows of a 
recognised asset or liability (a cash flow hedge); or

•	 A hedge of the exposure to change in the fair value of a recognised asset or liability 
(a fair value hedge). 

At the inception of a hedging relationship, the hedging instrument and the hedged 
item are documented, along with the risk management objectives, and strategy for 
undertaking various hedge transactions and prospective effectiveness testing is 
performed. During the life of the hedging relationship, prospective effectiveness 
testing is performed to ensure that the instrument remains an effective hedge of the 
transaction. Changes in the fair value of derivative financial instruments that do not 
qualify for hedge accounting are recognised in the income statement as they arise. 

A. Cash flow hedges Changes in the fair value of derivative financial instruments that 
are designated and effective as hedges of future cash flows are recognised in other 
comprehensive income. The element of the change in fair value which relates to the 
foreign currency basis spread is recognised in the cost of hedging reserve, with the 
remaining change in fair value recognised in the hedging reserve and any ineffective 
portion is recognised immediately in the income statement in finance costs. 

Cash flow hedges resulting in recognition of an asset or liability:
If the firm commitment or forecast transaction that is the subject of a cash flow hedge 
results in the recognition of a non-financial asset or liability, then, at the time the asset 
or liability is recognised, the associated gains or losses on the derivative that had 
previously been recognised in other comprehensive income and accumulated in the 
cash flow hedge reserve are removed directly from equity and included in the initial 
measurement of the asset or liability. If the hedged item is transaction-related, the 
foreign currency basis spread is reclassified to profit or loss when the hedged item 
affects profit or loss. If the hedged item is time-period related, then the amount 
accumulated in the cost of hedging reserve is reclassified to profit or loss on a 
systematic and rational basis. Those reclassified amounts are recognised in profit or 
loss in the same line as the hedged item. If the hedged item is a non-financial item, 
then the amount accumulated in the cost of hedging reserve is removed directly from 
equity and included in the initial carrying amount of the recognised non‑financial item.

Cash flow hedges not resulting in the recognition of an asset or liability:
For hedges that do not result in the recognition of an asset or a liability, amounts 
deferred in the cash flow hedge reserve are recognised in the income statement in 
the same period in which the hedged items affect net profit or loss.

B. Fair value hedges Changes in the fair value of a derivative instrument designated 
in a fair value hedge are recognised in the income statement. The hedged item is 
adjusted for changes in fair value attributable to the risk being hedged with the 
corresponding entry in the income statement. 

Changes in the fair value of derivative financial instruments that do not qualify for 
hedge accounting are recognised in the income statement as they arise. 

C. Discontinuance of hedge accounting Hedge accounting is discontinued when the 
hedge relationship no longer qualifies for hedge accounting. This includes when the 
hedging instrument expires or is sold, terminated or exercised, or when occurrence of 
the forecast transaction is no longer highly probable. The Group cannot voluntarily 
de-designate a hedging relationship.
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Derivative financial instruments and hedging activities continued
When a cash flow hedge is discontinued, any cumulative gain or loss on the hedging 
instrument accumulated in the cash flow hedge reserve is retained in equity until the 
forecast transaction occurs. Subsequent changes in the fair value are recognised in 
the income statement. If a hedged transaction is no longer expected to occur, the net 
cumulative gain or loss accumulated in the cash flow hedge reserve is transferred to 
the income statement for the period. 

When a fair value hedge is discontinued, the fair value adjustment to the carrying 
amount of the hedged item arising from the hedged risk is amortised to the income 
statement based on the recalculated effective interest rate at that date. 

The Group does not use derivatives to hedge income statement translation exposures. 

Reserves
The following describes the nature and purpose of each reserve within equity:

A. Share premium account Proceeds received in excess of the nominal value of 
shares issued, net of any transaction costs.

B. Capital redemption reserve Amounts transferred from share capital on 
redemption or repurchase of issued shares.

C. Hedging reserve Cumulative gains and losses on hedging instruments deemed 
effective in cash flow hedges.

D. Cost of hedging Cumulative gains and losses on the portion excluded from the 
designated hedging instrument that relates to changes in the foreign currency basis.

E. Other reserve Originally created as part of the capital restructuring that took 
place in 2002. It represents the difference between the nominal value of the shares 
issued prior to the capital reduction by the Company (being the carrying value of the 
investment in Marks and Spencer plc) and the share capital, share premium and 
capital redemption reserve of Marks and Spencer plc at the date of the transaction.

F. Foreign exchange reserve Gains and losses arising on retranslating the net assets 
of overseas operations into sterling.

G. Retained earnings All other net gains and losses and transactions with owners 
(e.g. dividends) not recognised elsewhere.

Critical accounting judgements and key sources of estimation uncertainty 
The preparation of consolidated financial statements requires the Group to make 
estimates and judgements that affect the application of policies and reported amounts. 

Critical judgements represent key decisions made by management in the application 
of the Group accounting policies. Where a significant risk of materially different 
outcomes exists due to management assumptions or sources of estimation 
uncertainty, this will represent a key source of estimation uncertainty. Estimates and 
judgements are continually evaluated and are based on historical experience and 

other factors, including expectations of future events that are believed to be 
reasonable under the circumstances. Actual results may differ from these estimates. 

The estimates which have a significant risk of causing a material adjustment to the 
carrying amount of assets and liabilities within the next 12 months are discussed on 
the following page. 

Critical accounting judgements
Adjusting items
The directors believe that the adjusted profit and earnings per share measures 
provide additional useful information to shareholders on the performance of the 
business. These measures are consistent with how business performance is measured 
internally by the Board and Executive Committee. The profit before tax and adjusting 
items measure is not a recognised profit measure under IFRS and may not be directly 
comparable with adjusted profit measures used by other companies. The classification 
of adjusting items requires significant management judgement after considering the 
nature and intentions of a transaction. The Group’s definitions of adjusting items are 
outlined within both the Group accounting policies and the Glossary. These definitions 
have been applied consistently year on year.

Note 5 provides further details on current year adjusting items and their adherence 
to Group policy. 

UK defined benefit pension (deficit)/surplus
Where a surplus on a defined benefit scheme arises, the rights of the Trustees to 
prevent the Group obtaining a refund of that surplus in the future are considered in 
determining whether it is necessary to restrict the amount of the surplus that is 
recognised, or recognise an additional minimum funding liability. The UK defined 
benefit scheme is in a deficit of £79.2m at 28 March 2026. 

Following consultation with external advisers, the directors have made the 
judgement that if the scheme is in a surplus, these amounts meet the requirements 
of recoverability on the basis that paragraph 11(b) of IFRIC 14 applies, enabling a 
refund of surplus assuming the gradual settlement of the scheme liabilities over time 
until all members have left the scheme.

Assessment of control over Ocado Retail Limited
The Group holds a 50% interest in Ocado Retail Limited, a company incorporated in 
the UK. The remaining 50% interest is held by Ocado Group plc. Ocado Retail Limited 
is an online grocery retailer, operating through the ocado.com and ocadozoom.com 
websites. Upon acquisition, Ocado Group plc held certain rights for an initial period 
of five years, giving Ocado Group plc control of the company. These rights included 
determinative rights held by Ocado Group plc, after agreed dispute resolution 
procedures, in relation to the approval of the Ocado Retail Limited business plan and 
budget and the appointment and removal of Ocado Retail Limited’s Chief Executive 
Officer. As of 6 April 2025, these rights were surrendered by Ocado Group plc and the 
rights were passed to Marks & Spencer. As a result, the Directors have assessed that 
the Group has control over Ocado Retail Limited and it is now consolidated as a 
subsidiary of the Group for FY 2025/26. See note 29 for further details.
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1 Accounting policies continued
Critical accounting judgements continued
Determining the lease term
The Group determines the lease term as the non-cancellable term of the lease, 
together with any periods covered by an option to extend the lease if it is reasonably 
certain to be exercised, or any periods covered by an option to terminate the lease if 
it is reasonably certain not to be exercised.

The Group has several lease contracts for land and buildings that include extension 
and termination options. The Group applies judgement in evaluating whether it is 
reasonably certain whether or not to exercise the option to renew or terminate the 
lease. That is, it considers all relevant factors that create an economic incentive for it 
to exercise either the renewal or termination, including: whether there are significant 
penalties to terminate (or not extend); whether any leasehold improvements are 
expected to have a significant remaining value; historical lease durations; the 
importance of the underlying asset to the Group’s operations; and the costs and 
business disruption required to replace the leased asset.

Most renewal periods and periods covered by termination options are included as 
part of the lease term for leases of land and buildings. The Group typically exercises 
its option to renew (or does not exercise its option to terminate) for these leases 
because there will be a significant negative effect on trading if a replacement 
property is not readily available. 

The lease term is reassessed if a significant event or a significant change in 
circumstances occurs which affects the assessment of reasonable certainty, for example 
if a store is identified to be closed as part of the store estate strategic programme.

Key sources of estimation uncertainty
Store estate programme 
The Group is undertaking a significant strategic programme to review its store estate, 
resulting in a net charge of £84.1m (last year: £84.4m) in the year. A significant level 
of estimation has been used to determine the charges to be recognised in the year. The 
most significant judgement that impacts the charge is that the stores identified as part of 
the programme are more likely than not to close. Further significant closure costs and 
impairment charges may be recorded in future years, depending on decisions made about 
further store closures and the successful delivery of the transformation programme.

Where a store closure has been announced, there is a reduced level of estimation 
uncertainty as the programme actions are to be taken over a shorter and more 
immediate timeframe. Further significant estimation uncertainty arises in respect of 
determining the recoverable amount of assets and the costs to be incurred as part of 
the programme. Significant assumptions have been made including: 

•	 Reassessment of the useful lives of store fixed assets and closure dates.

•	 Estimation in respect of the expected shorter-term trading value in use, including 
assumptions with regard to the period of trading as well as changes to future sales, 
gross margin and operating costs.

•	 Estimation of the sale proceeds for freehold stores which is dependent upon 
location-specific factors, timing of likely exit and future changes to the retail 
property market valuations. 

•	 Estimation of the value of dilapidation payments required for leasehold store exits, 
which is dependent on a number of factors including the extent of modifications of 
the store, the terms of the lease agreement, and the condition of the property.

The assumption most likely to have a material impact is the closure date. See notes 5 
and 15 for further detail.

Ocado Retail Limited goodwill impairment assessment
Following the consolidation of Ocado Retail Limited on 6 April 2025, the Group 
recognised a goodwill balance following completion of a fair valuation of Ocado Retail 
Limited at that date. The Group is required to perform an annual goodwill impairment 
assessment of this balance. This requires management to estimate the recoverable 
amount of Ocado Retail Limited which represents the lowest-level cash-generating 
unit, that is monitored by management and that can be assessed for impairment.

The determination of the recoverable amount requires management to make multiple 
estimates, specifically the estimation of future cash flows, long-term growth rates, and 
post-tax discount rates. The methodology applied in performing the impairment 
assessment, together with the key assumptions and the related sensitivities, are disclosed 
in note 14. Management do not consider this as a key source of estimation uncertainty

Post-retirement benefits 
The determination of pension net interest income and the defined benefit obligation 
of the Group’s defined benefit pension schemes depends on the selection of certain 
assumptions which include the discount rate, inflation rate and mortality rates. 
Differences arising from actual experiences or future changes in assumptions will 
be reflected in subsequent periods. The fair value of unquoted investments within 
total plan assets is estimated with consideration of fair value estimates provided by 
the manager of the investment or fund. See note 11 for further details on the impact 
of changes in the key assumptions and estimates.

Climate change impact
In preparing the consolidated financial statements, the Group has considered the impact 
of climate change, particularly in the context of the TCFD disclosures set out on pages 28 
to 39 and the Group’s sustainability targets. The Group’s existing fixed asset replacement 
programme is phased over several years and any changes in the requirements 
associated with climate change would not have a material impact on the impairment 
assessment in any given year. The costs expected to be incurred in connection with the 
Group’s commitments are included within the Group’s budget and three-year plan which 
have been used to support the impairment reviews of non-current assets and the going 
concern and viability assessments. Further disclosures in relation to the impact of 
climate change on the impairment assessment of intangibles and property, plant and 
equipment are included in notes 14 and 15. Given the identified risks are expected to be 
present in the medium to long term, the impact of climate change on the going concern 
period and viability of the Group over the next three years is not expected to be material 
and is therefore not currently classified as a key source of estimation uncertainty. 
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2 Segmental information
IFRS 8: Operating Segments 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 their performance.

The chief operating decision-maker has been identified as the Executive Committee. 
The Executive Committee reviews the Group’s internal reporting in order to assess 
performance and allocate resources across each operating segment. 

During the period, a review of the Group’s operating segments was performed to 
ensure the operating segments best reflect the current day-to-day operations and 
way the business is managed. As a result of the review, the Channel Islands have been 
removed from the International segment and split between the Fashion, Home & 
Beauty and Food segments. Additionally, sales relating to the US chain Target have 
been removed from the Food segment and allocated to the International segment. 
Reportable segment results below have been updated to reflect this change.

The Group’s reportable operating segments have therefore been identified as follows:

•	 Fashion, Home & Beauty – comprises the retailing of womenswear, menswear, lingerie, 

kidswear, beauty and home products through UK, ROI and Channel Islands retail stores 
and online.

•	 Food – includes the results of the UK, ROI and Channel Islands retail food business, 
UK Food franchise operations and UK supply chain services, with the following main 
categories: Meat, Fish, Protein, Deli and Dairy; Produce & Floral; Meals, Frozen and ‘food on 
the move’; Core Basket; Bakery, Impulse & Events; Beers, Wines & Spirits; and Hospitality. 

•	 International – consists of Marks and Spencer owned businesses in Europe 
(excluding Ireland and the Channel Islands) and Asia and the international and 
wholesale franchise operations.

•	 Ocado – includes the results of the Ocado Retail Limited business.

Other business activities and operating segments, including M&S Bank, are combined 
and presented in ‘All other segments’. Finance income and costs and other operating 
income are not allocated to segments as each is managed on a centralised basis.

The Executive Committee assesses the performance of the operating segments based on 
a measure of Group adjusted operating profit before adjusting items. This measurement 
basis excludes the effects of adjusting items from the operating segments. 

The following is an analysis of the Group’s revenue and results by reportable segment:
52 weeks ended 28 March 2026 52 weeks ended 29 March 2025 (restated)4,5

Fashion, 
Home &
 Beauty Food International Ocado

All other
 segments Group

Fashion, 
Home &
 Beauty 4 Food 4,5 International 4,5 Ocado

All other
 segments Group

£m £m £m £m £m £m £m £m £m £m £m £m

Sales1 3,915.5 9,719.3 543.3 3,193.4 — 17,371.5 4,243.4 9,085.7 585.2 — — 13,914.3

Revenue 3,826.1 9,710.8 543.3 3,193.4 — 17,273.6 4,145.9 9,085.7 585.2 — — 13,816.8

Insurance income2 100.0 —

Group adjusted operating profit/(loss)3 213.4 444.5 39.1 15.2 6.2 818.4 478.0 491.8 35.9 (28.7) 7.5 984.5
Finance income before adjusting items 45.0 60.6
Finance costs before adjusting items (206.7) (169.6)
Less: adjusted non-controlling interests 14.7 5.6

M&S Group adjusted profit/(loss) 
before tax 213.4 444.5 39.1 15.2 6.2 671.4 478.0 491.8 35.9 (28.7) 7.5 881.1
Adjusting items (292.1) (363.7)
Adjusted non-controlling interests (14.7) (5.6)

Profit/(loss) before tax 213.4 444.5 39.1 15.2 6.2 364.6 478.0 491.8 35.9 (28.7) 7.5 511.8

1	� Sales is revenue stated prior to adjustments for Fashion, Home & Beauty brand consignment sales of £89.4m (last year: £97.5m) and Food consignment sales of £8.5m (last year: £nil). 
2	 Insurance income in respect of the cyber incident is recognised within other operating income and is not allocated to segments as it is managed on a centralised basis. 
3	� Group adjusted operating profit/(loss) is stated as gross profit less operating costs prior to adjusting items and non-controlling interest. At reportable segment level costs are allocated where directly 

attributable or based on an appropriate cost driver for the cost.
4	 Fashion, Home & Beauty, Food and International segments have been restated to move revenue related to sales in the Channel Islands from International to Fashion, Home & Beauty and Food.
5	 Food and International segments have been restated to move revenue related to sales in the US chain Target from Food to International.

Marks and Spencer Group plc Annual Report and Financial Statements 2026128

STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

2 Segmental information continued
Other segmental information

52 weeks ended 28 March 2026 52 weeks ended 29 March 2025

Fashion, 
Home &
 Beauty 

£m
Food

£m
International

£m
Ocado

£m

All other
 segments

£m
Group

£m

Fashion, 
Home &
 Beauty

£m
Food

£m
International

£m
Ocado

£m

All other
 segments

£m
Group

£m

Additions to property, 
plant and equipment, 
and intangible assets 
(excluding goodwill and 
right-of-use assets) 229.7 449.2 4.9 12.7 — 696.5 266.7 315.0 7.4 — — 589.1

Depreciation and 
amortisation1,2 (279.2) (312.2) (40.5) (87.8) — (719.7) (200.6) (240.9) (30.7) — — (472.2)

Impairment charges, 
impairment reversals and 
asset disposals1 (5.4) (16.8) (2.1) (5.7) — (30.0) (106.3) (34.6) — — — (140.9)

1	� These costs are allocated to a reportable segment where they are directly attributable. Where costs are not directly attributable, a proportional allocation is made to each segment based on an appropriate cost driver.
2	 Includes £0.2m (last year: £0.4m) depreciation on investment property.

Segment assets and liabilities, including investments in associates and joint ventures, are not disclosed because they are not reported to or reviewed by the Executive Committee.

3 Expense analysis
2026
Total

£m

2025
Total

£m

Revenue 17,273.6 13,816.8

Cost of sales1, 2 (11,721.8) (9,078.7)

Gross profit 5,551.8 4,738.1

Selling and administrative expenses (5,098.3) (4,119.7)

Other operating income 100.9 49.5

Share of results of Ocado Retail Limited — (43.6)

Loss on consolidation of Ocado Retail Limited (17.7) —

Operating profit 536.7 624.3

The figures above include £281.7m (last year: £360.2m) adjusting item charges within operating profit (see note 5). These are further analysed against the categories of selling 
and administrative expenses (£230.7m; last year: £351.8m), other operating costs (£33.3m; last year: income of £6.5m), share of results of Ocado Retail Limited (£nil; last year: 
£14.9m); and loss on acquisition of Ocado Retail Limited (£17.7m; last year: £nil). 
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3 Expense analysis continued
The selling and administrative expenses are further analysed below:

2026
Total

£m

2025
Total

£m

Employee costs1,2 2,113.8 1,886.1

Occupancy costs 507.0 451.6

Repairs, renewals and maintenance of property 238.3 136.0

Depreciation, amortisation and asset impairments 
and disposals3 751.3 865.2

IT costs 400.2 325.1

Marketing costs 318.2 261.2

Ocado Group recharges to Ocado Retail Limited4 440.3 —

Other costs5 329.2 194.5

Selling and administrative expenses 5,098.3 4,119.7

1	� £271.1m of 2024/25 employee costs identified as relating to secondary logistics have been 
reclassified out of cost of sales and into employee costs in selling and administrative expenses. 

2	� There are an additional £16.4m (last year restated: £11.0m) employee costs recorded within cost 
of sales. These costs are included within the aggregate remuneration disclosures in note 10A.

3	 Includes £0.2m (last year: £0.4m) depreciation charged on investment property. 
4	� £440.3m (last year: £nil) of costs relating to Ocado Group recharges are included within selling 

and administrative expenses following the consolidation of Ocado Retail Limited in the year. 
These recharges comprise technology fees, logistics management costs and other charges.

5	� Includes costs such as logistics, professional fees and sundry costs. £141.2m of 2024/25 expenses 
relating to secondary logistics have been reclassified out of cost of sales and into other costs in 
selling and administrative expenses in the year.

Adjusting items categorised as selling and administrative expenses are further 
analysed as employee income of £3.4m (last year: cost of £5.2m); occupancy costs 
of £10.5m (last year: income of £2.1m); repairs, renewals and maintenance of £0.7m 
(last year: £nil); depreciation, amortisation and asset impairments and disposals of 
£100.7m (last year: £316.8m); other costs of £121.7m (last year: £31.9m); and selling and 
administrative expenses relating to Ocado Retail Limited of £0.5m (last year: £nil).

4 Profit before taxation
The following items have been included in arriving at profit before taxation:

2026
£m

2025
£m

Net foreign exchange gains (0.9) (1.8)

Cost of inventories recognised as an expense 10,481.9 7,842.4

Cost of inventories recognised as an expense in respect 
of write-downs of inventory to net realisable value 516.3 325.2

Depreciation of property, plant, and equipment1: 

– owned assets 337.9 265.7

– right-of-use assets 297.4 142.0

Amortisation of intangible assets 84.4 64.5

Impairments of property, plant and equipment 26.1 48.0

Impairment reversals of property, plant and equipment (26.4) (19.4)

Disposals of property, plant and equipment 42.4 63.6

Disposals of intangible assets 1.7 3.3

Impairments of right-of-use assets 33.8 47.0

Impairment reversals of right-of-use assets (30.0) (4.3)

1	 Includes £0.2m (last year: £0.4m) depreciation charged on investment property.

Included in administrative expenses is the auditor’s remuneration, including expenses 
for audit and non-audit services, payable to the Company’s auditor Deloitte LLP and 
its associates as follows:

2026
£m

2025
£m

Annual audit of the Company and the consolidated 
financial statements1,2 3.0 2.6

Audit of subsidiary companies1,2 1.2 0.7

Total audit fees 4.2 3.3

Audit-related assurance services 0.9 0.5

Total non-audit services fees 0.9 0.5

Total audit and non-audit services 5.1 3.8

1	� Additional incremental fees and scope change-related charges are included in this year’s fee relating 
to the cyber incident and Ocado Retail Limited component audit fee following consolidation. 

2	� Additional incremental fees and scope change-related charges are included within the 2025 audit 
fee disclosed; however, they were billed in 2026.
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5 Adjusting items
The total adjusting items reported for the 52-week period ended 28 March 2026 is a 
net charge of £292.1m (last year: net charge of £363.7m). The adjustments made to 
reported profit before tax to arrive at adjusted profit are:

Notes
2026

£m
2025

£m

Included in share of result of associate – 
Ocado Retail Limited
Amortisation and fair value adjustments arising as part of 
the investment in Ocado Retail Limited — (12.9)
Ocado Retail Limited – UK network capacity review — (2.0)

— (14.9)

Included in operating profit
Strategic programmes – Store estate 15, 22 (84.1) (84.4)
Strategic programmes – International reset 22 10.6 (20.6)
Strategic programmes – Digital and Technology transformation (4.1) (10.2)
Strategic programmes – Furniture simplification 22 — 11.1
Costs associated with the cyber incident (131.3) —
Store impairments, impairment reversals and other 
property charges 15 — 2.3
Impairment of investment in Ocado Retail Limited — (248.5)
Amortisation and fair value adjustments relating to 
Ocado Retail Limited (26.0) —
Ocado Retail Limited – UK network capacity review (2.8) —
M&S Bank transformation and insurance mis‑selling provisions (32.4) (15.5)
Legal settlement — 20.5

(270.1) (345.3)

Included in net finance (costs)/income
Pension net finance (costs)/income 11 (5.0) 4.1
Net finance costs incurred in relation to Gist Limited 
deferred and contingent consideration (3.8) (7.6)
Net finance costs relating to amortisation and fair value 
adjustments of Ocado Retail Limited (0.9) —
Net finance costs relating to M&S Bank transformation 
and insurance mis-selling provisions (0.7) —

(10.4) (3.5)

M&S Group Adjusting items (280.5) (363.7)

Adjusting items attributable to non-controlling interests 
included in operating profit1 (11.6) —

Adjustments to profit before tax (292.1) (363.7)

1	� Relates to 50% non-controlling interest share of amortisation and certain fair value adjustments 
following the consolidation of Ocado Retail Limited (£12.1m) and 49% non-controlling interest share 
of India store impairment (£0.5m).

Strategic programmes – Store estate (£84.1m) 
In November 2016, the Group announced a strategic programme to transform and 
rotate the store estate with the overall objective to improve our store estate to better 
meet our customers’ needs. The Group has incurred charges of £1,131.1m in the 
10 years up to March 2026 under this programme primarily relating to closure costs 
associated with stores identified as part of the strategic transformation plans.

The Group has recognised a charge of £84.1m in the period in relation to those stores 
identified as part of the rotation plans. The charge primarily reflects the latest view 
of store closure plans and latest assumptions for estimated store closure costs, as 
well as charges relating to the impairment of buildings and fixtures and fittings, and 
depreciation as a result of shortening the useful economic life of stores based on the 
most recent approved exit routes. 

Further charges relating to the closure and rotation of the store estate are anticipated 
over the next five years as the programme progresses, the quantum of which is 
subject to change throughout the programme period as the Group gets greater 
certainty of circumstances that need to be in place to make closure financially viable. 
Future charges will not include Foodhall closures at a lease event where there is 
opportunity for a better location, as this is not in the scope of the programme. 

The cash flows used within the impairment models for the store estate programme 
are based on assumptions which are sources of estimation uncertainty, and small 
movements in these assumptions could lead to further impairments. Management 
has performed sensitivity analysis on the key assumptions across the store estate 
programme. A delay of 12 months in the probable date of each store exit would result in 
an increase in the impairment reversal recognised in the period by £10.8m, from £11.9m 
to £22.7m. A 5% reduction in planned sales in years 2 and 3 (where relevant) would 
result in an increase in the impairment charge of £0.7m. Neither a 250 basis point 
increase in the discount rate, a 25 basis point reduction in management gross margin 
during the period of trading, nor a 2% increase in the costs associated with exiting a 
store would result in a significant increase to the impairment charge, individually or in 
combination with the other reasonably possible scenarios considered.

As at 28 March 2026, the total closure programme now consists of 215 stores, 145 of 
which have already closed. Further charges of c.£112m are estimated within the next 
five financial years, bringing anticipated total programme costs since 2016 to c.£1.2bn. 
In addition, where store exit routes in the next five years lead to the recognition of 
gains on exit, particularly those relating to asset management, these credits will also 
be recognised within adjusting items as part of the programme. The anticipated total 
programme costs to date do not include any costs that may arise in relation to a 
further c.19 stores currently under consideration for closure within the next five 
years. At this stage these c.19 stores remain commercially supportable and in the 
event of a decision to close the store, the exit routes are not yet certain. 

Marks and Spencer Group plc Annual Report and Financial Statements 2026 131

STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS



NOTES TO THE FINANCIAL STATEMENTS CONTINUED

5 Adjusting items continued
Strategic programmes – Store estate (£84.1m) continued
These costs are reported as adjusting items on the basis that they are significant in 
quantum and relate to a strategic initiative focused on reviewing our store estate and 
to aid comparability from one period to the next. The programme includes all stores 
within the programme to be closed by 2030/31, but charges in the year, and future 
charges, did not include Foodhall closures at a lease event where there is opportunity 
to secure a better location. 

Strategic programmes – International reset (£10.6m credit) 
In September 2024 the Group announced a reset of priorities for the International 
business. This included closures of two European distribution centres, exiting of 
legacy franchise businesses not aligned to the strategy and investing in technology 
relating to the strategy.

During the year a credit of £10.6m has been recognised as a result of both one-off 
charges and gains that are not considered to be day-to-day operations of the business. 
These are primarily as a result of updated assumptions regarding contractual 
obligations in relation to the closure of the European distribution centres.

These costs are adjusting items as they are significant to the International business 
and the business would not have incurred these costs without the strategy reset. 
No further costs are expected in 2026/27 as the International reset programme has 
concluded in the current year.

Strategic programmes – Digital and Technology transformation (£4.1m) 
During 2024/25, to reduce costs and transform our business, the Group confirmed 
our desire to build the Digital and Technology team we need for the future, investing 
in our core foundations and business platforms. In 2025/26, we have been refreshing 
our transformation plans whilst continuing along similar ambitions, including a reset 
of key partnerships. We have been resetting our operating model under the new 
leadership team, bringing more capabilities in house and changing how we are 
structured and how we operate in service of the business. In total we are targeting to 
deliver £100m of structural cost savings over the next five years, with an element of 
these savings coming from the new operating model and resetting our partnerships. 

A charge of £4.1m has occurred in the year as part of our transformation programme, 
the majority of which related to third-party transformation costs. Further charges of 
c.£10m are expected in relation to this programme to 2028/29, taking total 
programme costs to c.£23m. 

These costs are considered to be adjusting items as the costs are part of the strategic 
programme, are significant in value and would distort the year-on-year profitability 
of the business.

Costs associated with the cyber incident (£131.3m) 
As announced in April 2025, the Group was the subject of a sophisticated cyber incident. 
During the period, the Group incurred £131.3m of material system recovery, risk 
management and specialist advisory costs as a direct result of the incident. £109.3m 
of these costs related to immediate incident systems response and recovery. 
Remaining charges incurred relate to third-party costs predominantly for specialist 
legal and professional services support.

These costs are considered to be adjusting items as they relate to incident response 
and recovery activities that would not have been incurred without the cyber incident. 

Amortisation and fair value adjustments relating to Ocado Retail 
Limited (£26.9m)
In April 2025, following the change in accounting control and the consolidation of 
Ocado Retail Limited, the Group recognised intangible assets of £292.0m representing 
the Ocado brand and acquired customer relationships (see note 14). Other fair value 
adjustments for property, plant and equipment of £54.4m were also recognised. 
These assets and fair value adjustments are being amortised and depreciated over 
their remaining useful economic lives of 10–40 years with the Group’s share (50%) of 
charge of £9.2m recognised in the period. The remaining charge of £17.7m relates to 
the recognition of the loss on settlement of the Group’s pre-existing relationship.

The charges are considered to be adjusting items as they are based on judgements 
about their value and economic life and are not related to the Group’s underlying 
trading performance. These charges are reported as adjusting items on the basis that 
they are significant in quantum and to aid comparability from one period to the next.

Ocado Retail Limited – UK network capacity review (£2.8m)
On 25 April 2023, Ocado Retail Limited announced the plan to cease operation at its 
Customer Fulfilment Centre (CFC) in Hatfield as part of the wider review of UK 
network capacity. During H2 2023/24, Ocado Retail Limited also undertook a strategy 
and capacity review for the Zoom network. As a result, Ocado Retail Limited recorded 
impairment charges, restructuring costs and other related costs of closure. During 
the period the Group’s share (50%) of a charge of £2.8m has been recognised (last 
year: £2.0m) reflecting the latest assumptions for estimated closure costs. 

The charges relating to Ocado Retail Limited are considered to be adjusting items 
as they are based on judgements about their value and economic life and are not 
related to the Group’s underlying trading performance. These charges are reported 
as adjusting items on the basis that they are significant in quantum and to aid 
comparability from one period to the next.
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5 Adjusting items continued
M&S Bank transformation and insurance mis-selling provisions (£33.1m)
The Group has an economic interest in Marks and Spencer Financial Services plc 
(trading as M&S Bank), a wholly owned subsidiary of HSBC UK Bank plc (HSBC UK), 
by way of a Relationship Agreement that entitles the Group to a share of the profits 
of M&S Bank after appropriate deductions.

On 9 April 2024, the Group and HSBC UK agreed a new seven-year deal focused on 
enhancing M&S’ credit offering and payment solutions through M&S Bank and 
bringing together digital payments and loyalty for M&S customers.

As previously disclosed, a deficit had accumulated since September 2012, primarily 
relating to liabilities recognised by M&S Bank for redress to customers in respect of 
possible mis-selling of financial products. Under the terms of the renegotiated 
Relationship Agreement, the Group has agreed to settle the deficit by the end of the 
new contract. Other one-off fees are also payable to M&S Bank under the renegotiated 
Relationship Agreement which will be recognised as a reduction to income over the 
term of contract.

Costs of £33.1m have been recognised in the period, predominantly relating to the 
continued settlement of the deficit and a one-off fee in the period. Total programme 
costs to date are £53.6m with future net charges of c.£78.5m expected over the next five 
financial years. The charge in the period and total programme costs reflect the latest 
position of fees payable to M&S Bank under the renegotiated Relationship Agreement.

All of these costs are considered to be adjusting items as they are significant in 
quantum and have crystallised as a result of major business change linked to M&S 
Bank. Recognition of these costs within adjusting items is consistent with the 
disclosure of costs relating to the deficit previously recognised within adjusting 
items. Furthermore these costs are significant in value to the results of both the 
Group and to the ‘all other segments’ segment.

Net pension finance (charge)/income (£5.0m)
In the period a net finance cost of £5.0m was recognised. The net pension finance 
income or expense can fluctuate significantly each year due to changes in external 
market factors that are outside management’s control. Furthermore, as the scheme 
is now closed, it is not considered to be part of the ongoing operating activities of the 
Group. Therefore, consistent with how management assesses the performance of the 
business, the net pension finance income is considered to be an adjusting item.

Net finance costs incurred in relation to Gist Limited deferred and 
contingent consideration (£3.8m)
Deferred consideration, resulting from the acquisition of Gist Limited, is held at 
amortised cost, whilst the contingent consideration is remeasured at fair value 
at each reporting date with the changes in fair value recognised in profit or loss. 
A charge of £3.8m (last year: £7.6m) has been recognised in the period, representing 
the discount unwind of the deferred consideration and revaluation of the contingent 
consideration payable. No further costs are expected in 2026/27 as the final payment 
in relation to the deferred and contingent consideration has been made in H2 2025/26. 
See note 21 for further details. The discount unwind and change in fair value is considered 
to be an adjusting item as it relates to a major transaction and consequently is not 
considered representative of the normal operating performance of the Group. 

6 Finance income/(costs)
2026

£m
2025

£m

Bank and other interest receivable 39.3 54.9

Interest income of subleases 5.7 5.7

Finance income before adjusting items 45.0 60.6

Finance income in adjusting items (see note 5) — 4.1

Finance income 45.0 64.7

Other finance costs (12.2) (4.6)

Interest payable on syndicated bank facility (3.9) (4.6)

Interest payable on Medium-Term Notes (30.6) (36.7)

Interest payable on lease liabilities (150.8) (115.9)

Unwind of discount on provisions (see note 22) (9.2) (6.4)

Unwind of discount on Partnership liability to the 
Marks & Spencer UK Pension Scheme (see note 12) — (1.4)

Finance costs before adjusting items (206.7) (169.6)

Finance costs in adjusting items (see note 5) (10.4) (7.6)

Finance costs (217.1) (177.2)

Net finance costs (172.1) (112.5)
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7 Income tax expense
A. Taxation charge

2026
£m

2025
£m

Current tax

UK corporation tax on profits for the year at 25% (last year: 25%)

– current year 36.6 157.2

– adjustments in respect of prior years 1.1 (0.3)

UK current tax 37.7 156.9

Overseas current taxation

– current year 4.3 6.5

– adjustments in respect of prior years (1.1) (0.5)

Total current taxation 40.9 162.9

Deferred tax 

– origination and reversal of temporary differences 68.2 49.9

– adjustments in respect of prior years 19.3 7.0

– changes in tax rate — 0.1

Total deferred tax (see note 23) 87.5 57.0

Total income tax expense 128.4 219.9

B. Taxation reconciliation
The effective tax rate was 35.2% (last year: 43.0%) and is explained below.

2026
£m

2025
£m

Profit before tax 364.6 511.8

Notional taxation at standard UK corporation tax rate of 25% 
(last year: 25%) 91.2 128.0
Depreciation and other amounts in relation to land and 
buildings that do not qualify for tax relief (13.0) (3.9)
Depreciation and other amounts in relation to other fixed 
assets that do not qualify for tax relief 3.2 13.5
Other income and expenses that are not taxable or 
allowable for tax purposes 2.7 (6.6)
Joint venture results accounted for as profit after tax (0.1) 7.1
Overseas profits taxed at rates different to those of the UK (1.0) (3.0)
Movement in unrecognised deferred tax assets 6.8 0.1
Controlled Foreign Companies charge 1.0 1.3
Pillar Two top-up tax 0.5 0.3
Adjustments to the current and deferred tax charges in 
respect of prior periods 19.3 6.2
Adjusting items:
– �UK store and strategic programme impairments and 

disposals where no tax relief is available 5.6 5.8
– cost incurred on acquisition of Gist 0.9 1.9
– �other strategic programme income and expenses that 

are not taxable or allowable for tax purposes 7.0 6.6
– �amortisation arising as a part of the investment in 

Ocado Retail Limited — 3.2
– derecognition of deferred tax assets on tax losses 1.7 —
– �one-off fair value adjustment relating to Ocado 

Retail Limited 4.4 —
– �joint venture results accounted for as profit after tax/

(Release of Ocado contingent consideration) — 0.5
– impairment of investment in Ocado Retail Limited — 62.1
– �adjustments to the land and buildings deferred tax due 

to adjusting items (1.8) (3.2)
Total income tax expense 128.4 219.9
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7 Income tax expense continued
B. Taxation reconciliation continued
The effective tax rate in respect of the M&S Group adjusted profit was 27.5% 
(last year: 26.7%).

The Group has applied the temporary exemption under IAS 12 in relation to the 
accounting for deferred taxes arising from the implementation of the Pillar Two rules, 
so that the Group neither recognises nor discloses information about deferred tax 
assets and liabilities related to Pillar Two. 

The Group has performed an assessment of the Group’s potential exposure to Pillar 
Two income taxes. The assessment of the potential exposure to Pillar Two income 
taxes is based on the most recent tax filings, country-by-country reporting and 
financial statements for the constituent entities in the Group. Based on the assessment, 
the Pillar Two effective tax rates in most of the jurisdictions in which the Group 
operated are above 15%. However, there are a limited number of jurisdictions where 
the transitional safe harbour relief does not apply and the Pillar Two effective tax rate 
is close to 15%. The Group does not expect a material exposure to Pillar Two income 
taxes in those jurisdictions and a top-up tax liability of £0.5m has been included in 
the total tax balance.

C. Current tax reconciliation
The current tax reconciliation shows the tax effect of the main adjustments made to 
the Group’s accounting profits in order to arrive at its taxable profits. The reconciling 
items differ from those in note 7B as the effects of deferred tax temporary 
differences are ignored below.

2026
£m

2025
£m

Profit before tax 364.6 511.8

Notional taxation at standard UK corporation tax rate of 25% 
(last year: 25%) 91.2 128.0
Disallowable accounting depreciation and other similar items 86.9 68.4
Deductible capital allowances (175.5) (122.9)
Adjustments in relation to employee share schemes (5.5) 8.9
Adjustments in relation to employee pension schemes (1.5) (0.2)
Overseas profits taxed at rates different to those of the UK (1.0) (3.0)
Joint venture results accounted for as profit after tax (0.1) 7.1
Utilisation or increase of unrecognised losses 12.3 0.1
Other income and expenses that are not taxable or allowable 2.8 (3.9)
Controlled Foreign Companies 1.0 1.3
BEPS – Pillar Two top-up tax 0.5 0.3
Adjusting items:
– �UK store and strategic programme impairments and 

disposals where no tax relief is available 11.7 6.3
– employee pension scheme 1.2 (1.0)
– UK store estate lease surrender payments 5.9 4.8
– �other strategic programme income and expenses that are 

not taxable or allowable for tax purposes 1.1 1.8
– cost incurred on acquisition of Gist 0.9 1.9
– �amortisation arising as a part of the investment in 

Ocado Retail Limited — 3.2
– �joint venture results accounted for as profit after tax/

(Release of Ocado contingent consideration) — 0.5
– impairment of investment in Ocado JV — 62.1
– �Ocado acquisition PPA amortisation non-deductible for 

current tax purposes 4.6 —
– �one-off fair value adjustment relating to Ocado Retail 

Limited not deductible for current tax purposes 4.4 —

Current year current tax charge 40.9 163.7

Represented by:
UK current year current tax 36.6 157.2
Overseas current year current tax 4.3 6.5

40.9 163.7
UK adjustments in respect of prior years 1.1 (0.3)
Overseas adjustments in respect of prior years (1.1) (0.5)

Total current taxation (note 7A) 40.9 162.9
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8 Earnings per share
The calculation of earnings per ordinary share is based on earnings after tax and the 
weighted average number of ordinary shares in issue during the year.

The adjusted earnings per share figures have also been calculated based on earnings 
before adjusting items that are significant in nature and/or quantum and are considered 
distortive to underlying results (see note 5). These have been presented to provide 
shareholders with an additional measure of the Group’s year-on-year performance.

For diluted earnings per share, the weighted average number of ordinary shares in 
issue is adjusted to assume conversion of all dilutive potential ordinary shares. The 
Group has four types of dilutive potential ordinary shares, being: those share options 
granted to employees where the exercise price is less than the average market price 
of the Company’s ordinary shares during the year; unvested shares granted under 
the Deferred Share Bonus Plan; unvested shares granted under the Restricted Share 
Plan; and unvested shares within the Performance Share Plan that have met the 
relevant performance conditions at the end of the reporting period. 

Details of the adjusted earnings per share are set out below:
2026

£m
2025

£m

Profit attributable to equity shareholders of the Company 259.4 295.7

Add/(less):

  Adjusting items (see note 5) 280.5 363.7

  Tax on adjusting items (53.2) (14.0)

Profit before adjusting items attributable to equity 
shareholders of the Company 486.7 645.4

Million Million

Weighted average number of ordinary shares in issue 2,041.4 2,021.9

Potentially dilutive share options under Group’s share 
option schemes 73.9 88.8

Weighted average number of diluted ordinary shares 2,115.3 2,110.7

Pence Pence

Basic earnings per share 12.7 14.6

Diluted earnings per share 12.3 14.0

Adjusted basic earnings per share 23.8 31.9

Adjusted diluted earnings per share 23.0 30.6

9 Dividends
2026

per share
2025

per share
2026

£m
2025

£m

Dividends on equity ordinary shares

Paid final dividend 2.6p  2.0p 52.4 40.2

Paid interim dividend 1.2p  1.0p 24.6 20.3

3.8p  3.0p 77.0 60.5

The directors have approved a final dividend of 3.0p per share (last year: 2.6p per share), 
which, in line with the requirements of IAS 10: Events after the Reporting Period, has 
not been recognised within these results. This final dividend of c.£62.0m (last year: 
£52.4m) will be paid on 10 July 2026 to shareholders whose names are on the Register 
of Members at the close of business on 5 June 2026. The ordinary shares will be 
quoted ex-dividend on 4 June 2026.

A dividend reinvestment plan (DRIP) is available to shareholders who would prefer to 
invest their dividends in the shares of the Company. For those shareholders electing 
to receive the DRIP, the last date for receipt of a new election is 19 June 2026.

10 Employees
A. Aggregate remuneration
The aggregate remuneration and associated costs of Group employees (including the 
Executive Committee) were:

2026
Total

£m

2025
Total

£m

Wages and salaries 2,048.6 1,835.8

Social security costs 199.1 151.2

Pension costs 122.9 112.7

Share-based payments (see note 13) 38.8 44.4

Employee welfare and other personnel costs 41.0 51.2

Capitalised staffing costs (5.7) (26.7)

Total aggregate remuneration1 2,444.7 2,168.6

1	� Excludes amounts recognised within adjusting items of £2.1m cost (last year: £5.2m cost) 
(see notes 3 and 5).

Details of key management compensation are given in note 28.
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10 Employees continued
B. Average monthly number of employees

2026 2025

UK stores

– management and supervisory categories 4,672 4,847

– other 50,794 51,520

UK support centre

– management and supervisory categories 4,182 3,725

– other 1,101 898

UK operations

– management and supervisory categories 834 759

– other 6,895 6,544

Overseas 4,823 5,040

Total average number of employees 73,301 73,333

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 51,405 (last 
year: 51,279).

11 Retirement benefits
The Group provides pension arrangements for the benefit of its UK employees through 
the Your M&S Pension Saving Plan (a defined contribution (DC) arrangement) and, 
prior to 2017, through the Marks & Spencer Pension Scheme (UK DB Pension Scheme) 
(a defined benefit (DB) arrangement).

The legacy UK DB Pension Scheme operated on a final pensionable salary basis and is 
governed by a Trustee board which is independent of the Group. The UK DB Pension 
Scheme closed to future accrual on 1 April 2017. There will be no further service charges 
relating to the scheme and no future monthly employer contributions for current service. 
At year end, the UK DB Pension Scheme had no active members (last year: nil), 42,279 
deferred members (last year: 44,327) and 55,014 pensioners (last year: 54,762). 

The DC plan is a pension plan under which the Group pays contributions to an 
independently administered fund. Such contributions are based upon a fixed 
percentage of employees’ pay. The Group has no legal or constructive obligations 
to pay further contributions to the fund once the contributions have been paid. 
Members’ benefits are determined by the amount of contributions paid by the Group 
and the member, together with the investment returns earned on the contributions 
arising from the performance of each individual’s investments and how each member 
chooses to receive their retirement benefits. As a result, actuarial risk (that benefits 
will be lower than expected) and investment risk (that assets invested in will not 

perform in line with expectations) fall on the employee. At the year end, the DC 
arrangement had some 49,182 active members (last year: 50,513) and some 73,029 
deferred members (last year: 68,861). 

The Group also operates a small legacy funded DB Pension Scheme in the Republic 
of Ireland. This scheme closed to future accrual on 31 October 2013. Other retirement 
benefits also include a UK post-retirement healthcare scheme and unfunded 
retirement benefits.

The total Group retirement benefit cost was £96.4m (last year: £71.4m). Of this, costs 
of £10.9m (last year: £1.2m) relates to the UK DB Pension Scheme, costs of £71.9m 
(last year: costs of £67.0m) to the UK DC plan and costs of £13.6m (last year: costs of 
£3.2m) to other retirement benefit schemes.

The Group considers two measures of the pension deficit. The accounting position is 
shown on the Group balance sheet. The funding position, calculated at the triennial 
actuarial valuation, is used to agree contributions made to the schemes. The two 
measures will vary because they are for different purposes, and are calculated at 
different dates and in different ways. The key calculation difference is that the 
funding position considers the expected returns of scheme assets when calculating 
the liability, whereas the accounting position calculated under IAS 19 discounts 
liabilities based on corporate bond yields.

The most recent actuarial valuation of the UK DB Pension Scheme was carried out as at 
31 March 2024 and showed a funding surplus of £288m. This is a reduction compared to 
the previous position at 31 March 2021 (funding surplus of £687m), primarily due to net 
investment experience. The Company and Trustee have confirmed, in line with the 
current funding arrangement, that no further contributions will be required to fund 
past service as a result of this valuation (other than those already contractually 
committed under the existing Marks and Spencer Scottish Limited Partnership 
arrangements – see note 12).

By funding its DB Pension Schemes, the Group is exposed to the risk that the cost of 
meeting its obligations is higher than anticipated. This could occur for several 
reasons, for example:

•	 Investment returns on the schemes’ assets may be lower than anticipated, 
especially if falls in asset values are not matched by similar falls in the value of the 
schemes’ liabilities.

•	 The level of price inflation may be higher than that assumed, resulting in higher 
payments from the schemes.

•	 Scheme members may live longer than assumed, for example, due to advances in 
healthcare. Members may also exercise (or not exercise) options in a way that leads 
to increases in the schemes’ liabilities, for example, through early retirement or 
commutation of pension for cash.

•	 Legislative changes could also lead to an increase in the schemes’ liabilities.
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11 Retirement benefits continued
In addition, the Group is exposed to additional risks through its obligation to the UK DB 
Pension Scheme via its interest in the Scottish Limited Partnership (see note 12). In particular, 
under the legal terms of the Partnership, a default by the Group on the rental payments to 
the Partnership or a future change in legislation could trigger earlier or higher payments 
to the pension scheme, or an increase in the collateral to be provided by the Group.

With the pensioner buy-in policies purchased in September 2020, April 2019 and 
March 2018, the Scheme has now, in total, insured around 69% of the pensioner cash flow 
liabilities for pensions in payment. The buy-in policies cover specific pensioner liabilities 
and pass all risks to an insurer in exchange for a fixed premium payment, thus reducing 
the Group’s exposure to changes in longevity, interest rates, inflation and other factors.

The Group is aware of a UK High Court legal ruling in June 2023 between Virgin Media 
Limited and NTL Pension Trustees II Limited, upheld by the Court of Appeal in July 
2024, which decided that certain historical rule amendments were invalid if they were 
not accompanied by the actuarial certifications. The Group is also aware the UK 
Government has recently passed legislation within the Pensions Schemes Bill, to 
allow pension schemes to obtain actuarial confirmations that will render such rule 
amendments retrospectively valid, where appropriate. The Group has made no 
adjustments to the Group financial statements as at 28 March 2026 in relation to the 
UK High Court ruling because it is currently unclear whether the additional pension 
liabilities will arise and it is unclear how to reliably measure them if they do. The 
Group continues to work with the Trustee and advisers to review historical amendments 
and monitor legislative developments, to decide whether further action is required.

A. Pensions and other post-retirement liabilities
2026

£m
2025

£m

Total market value of assets1 5,142.9 5,327.3

Present value of scheme liabilities1 (5,175.3) (5,409.5)

Scheme Liability (32.4) (82.2)

Asset ceiling adjustment (43.4) (36.7)

Net funded pension plan liability (75.8) (118.9)

Unfunded retirement benefits (1.8) (2.1)

Post-retirement healthcare (1.6) (1.7)

Net retirement benefit deficit (79.2) (122.7)

Analysed in the statement of financial position as:

Retirement benefit deficit (79.2) (122.7)

Net retirement benefit deficit (79.2) (122.7)

1	� Prior year comparative has been re-presented to separately disclosure the impact of the asset 
ceiling adjustment 

In the event of a plan wind-up, the pension scheme rules provide Marks and Spencer plc 
with an unconditional right to a refund of surplus assets assuming the full settlement 
of plan liabilities. In the ordinary course of business, the Trustee has no right to wind 
up or change the benefits due to members of the scheme. As a result, any net surplus 
in the UK DB Pension Scheme would be recognised in full.

B. Scheme assets
Changes in the fair value of the scheme assets are as follows:

2026
£m

2025
£m

Fair value of scheme assets at start of year1 5,327.3 6,149.9

Interest income based on discount rate 294.7 283.4

Actual return on scheme assets excluding amounts included 
in net interest income2 (173.4) (722.9)

Employer contributions3 45.3 (49.3)

Benefits paid (346.7) (327.7)

Administrative costs (5.7) (5.2)

Exchange movement1 1.4 (0.9)

Fair value of scheme assets at end of year1 5,142.9 5,327.3

1	� Prior year comparative has been re-presented to separately disclose the impact of the asset 
ceiling adjustment

2	 The actual return on scheme assets was a loss of £121.3m (last year: £439.5m).
3	 Includes replacement of first Partnership interest of £nil (last year: £49.7m).
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11 Retirement benefits continued
C. Pensions and other post-retirement liabilities
Changes in the present value of retirement benefit obligations are as follows:

2026
£m

2025
£m

Present value of obligation at start of year 5,413.3 6,031.7

Current service cost 0.1 0.1

Interest cost 298.4 279.3

Benefits paid (346.7) (327.7)

Actuarial loss – experience 19.5 111.7

Actuarial loss – demographic assumptions 36.1 5.0

Actuarial gain – financial assumptions (242.8) (684.6)

Exchange movement 0.8 (2.2)

Present value of obligation at end of year 5,178.7 5,413.3

Analysed as:

Present value of pension scheme liabilities 5,175.3 5,409.5

Unfunded pension plans 1.8 2.1

Post-retirement healthcare 1.6 1.7

Present value of obligation at end of year 5,178.7 5,413.3

The average duration of the defined benefit obligation at 28 March 2026 is 11.0 years 
(last year: 12.0 years). 

D. Analysis of assets
The investment strategy of the UK DB Pension Scheme is driven by its liability profile, 
including its inflation-linked pension benefits. In addition to its interest in the 
Scottish Limited Partnership (refer to note 12), the scheme invests in different types 
of bond (including corporate bonds and gilts) and derivative instruments (including 
inflation, interest rate, cross-currency and total return swaps) in order to align 
movements in the value of its assets with movements in its liabilities arising from 
changes in market conditions. Broadly, the scheme has hedging that covers 99% of 
interest rate movements and 99% of inflation movements, as measured on the 
Trustee’s funding assumptions which use a discount rate derived from gilt yields.

The fair value of the total plan assets at the end of the reporting period for each 
category is as follows:

2026 2025 (Restated)2

Quoted
£m

Unquoted
£m

Total
£m

Quoted
£m

Unquoted
£m

Total
£m

Debt investments
– �Government bonds 

net of repurchase 
agreements1 3,137.2 (1,714.8) 1,422.4 3,283.6 (1,855.8) 1,427.8

– Corporate bonds — 213.1 213.1 11.0 87.9 98.9

– �Asset-backed 
securities and 
structured debt 103.5 47.9 151.4 — 220.8 220.8

Equity Investments 
– Developed Markets 12.8 — 12.8 14.2 — 14.2

Growth asset funds
– Global property — 112.9 112.9 — 159.5 159.5

– �Hedge and 
reinsurance 6.2 294.1 300.3 5.8 295.9 301.7

– �Private equity and 
infrastructure — 99.6 99.6 — 128.9 128.9

Derivatives
– �Interest and inflation 

rate swaps 28.9 — 28.9 21.5 — 21.5

– �Foreign exchange 
contracts and other 
derivatives (7.2) — (7.2) 23.3 — 23.3

Cash and cash 
equivalents 175.1 — 175.1 162.7 — 162.7

Other
– Buy-in insurance — 1,704.1 1,704.1 — 1,802.3 1,802.3

– �Secure income 
asset funds — 929.5 929.5 — 965.7 965.7

Total 3,456.5 1,686.4 5,142.9 3,522.1 1,805.2 5,327.3

1	 Repurchase agreements were £1,714.8m (last year: £1,855.8m).
2	 Certain prior year comparative figures have been restated.
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11 Retirement benefits continued
D. Analysis of assets continued
The fair values of the above equity and debt investments are based on publicly available 
market prices wherever available. Unquoted investments, hedge funds and reinsurance 
funds are stated at fair value estimates provided by the manager of the investment 
or fund. Property includes both quoted and unquoted investments. It is the policy of 
the scheme to hedge a proportion of interest rate and inflation risk. The scheme 
reduces its foreign currency exposure using forward foreign exchange contracts.

E. Financial assumptions
The financial assumptions for the UK DB Pension Scheme and the most recent actuarial 
valuations of the other post-retirement schemes have been updated by independent 
qualified actuaries to take account of the requirements of IAS 19 Employee Benefits 
in order to assess the liabilities of the schemes and are as follows:

2026
%

2025
%

Rate of increase in pensions in payment 2.1-3.0 2.0-3.0

Discount rate 6.25 5.75

Inflation rate (RPI) 3.25 3.10

Long-term healthcare cost increases 7.25 7.10

F. Demographic assumptions
The UK demographic assumptions are mainly in line with those adopted for the last 
formal actuarial valuation of the scheme performed as at 31 March 2024. The UK 
post-retirement mortality assumptions are based on an analysis of the pensioner 
mortality trends under the scheme for the period to March 2024. The specific mortality 
rates used are based on the VITA lite tables, with future projections based on up-to-date 
industry models, parametrised to reflect scheme data. The life expectancies 
underlying the valuation are as follows:

2026 2025

Current pensioners (at age 65) – male 22.9 22.5

– female 24.2 23.9

Future pensioners – currently in deferred status 
(at age 65) – male 24.1 23.7

– female 25.6 25.3

G. Sensitivity analysis
The table below summarises the estimated impact of reasonably possible changes in 
the significant actuarial assumptions on the UK DB Pension Scheme surplus:

2026
£m

2025
£m

Decrease in scheme surplus caused by a decrease in the 
discount rate of 0.25% (25.0) (20.0)

Increase in scheme surplus caused by an increase in the 
discount rate of 0.25% 20.0 15.0

Decrease in scheme surplus caused by a decrease in the 
discount rate of 1.0% (90.0) (80.0)

Increase in scheme surplus caused by an increase in the 
discount rate of 1.0% 85.0 70.0

Decrease in scheme surplus caused by a decrease in the 
inflation rate of 0.25% (15.0) (10.0)

Decrease in scheme surplus caused by a decrease in the 
inflation rate of 0.5% (30.0) (20.0)

Increase in scheme surplus caused by decrease in the 
average life expectancy of one year 110.0 110.0

The sensitivity analysis above is based on a change in one assumption while holding 
all others constant. Therefore, interdependencies between the assumptions have not 
been taken into account within the analysis. The sensitivities reflect the range of recent 
assumption movements and illustrate that the financial assumption sensitivities do 
not move in a linear fashion. The sensitivities include the estimated value change of 
both the present value of obligations and the assets. Discount rate sensitivities show 
the combined effect of a change in government bond yields (75% of the change) and 
a change in the credit spreads of corporate bonds (25% of the change).
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H. Analysis of amounts charged against profits
Amounts recognised in comprehensive income in respect of defined benefit 
retirement plans are as follows:

2026
£m

2025
£m

Current service cost 0.1 0.1

Administration costs 5.7 5.2

Net interest income/(expense) 5.1 (4.1)

Total 10.9 1.2

Remeasurement on the net defined benefit deficit:

Actual return on scheme assets excluding amounts 
included in net interest income 173.4 722.9

Actuarial loss – demographic assumptions 36.1 5.0

Actuarial loss – experience 19.5 111.7

Actuarial gain – financial assumptions (242.8) (684.6)

Change in asset ceiling 4.8 (5.8)

Components of defined benefit (income)/expense 
recognised in other comprehensive income (9.0) 149.2

12 Marks and Spencer Scottish Limited Partnership
Marks and Spencer plc is a general partner and the Marks & Spencer UK Pension 
Scheme is a limited partner of the Marks and Spencer Scottish Limited Partnership 
(the “Partnership”). Under the Partnership agreement, the limited partners have no 
involvement in the management of the business and shall not take any part in the 
control of the Partnership. The general partner is responsible for the management 
and control of the Partnership and as such, the Partnership is consolidated into the 
results of the Group.

The Partnership holds £1.2bn (last year: £1.3bn) of properties at book value which 
have been leased back to Marks and Spencer plc. The Group retains control over 
these properties, including the flexibility to substitute alternative properties into 
the Partnership.

In February 2025 the Group and the Pension Scheme Trustees agreed a change to 
the Partners’ entitlements to distributions from the Partnership. The first limited 
Partnership interest and second limited Partnership interest were replaced by a third 
limited Partnership interest.

The Pension Scheme received £45.0m in June 2025 in respect of the third Partnership 
interest and is entitled to receive a further £45.0m in June 2026, £55.0m in June 2027 
and June 2028. From June 2029 to June 2035 the Pension Scheme is entitled to receive 
either £55.0m or £nil, depending on the funding level of the Pension Scheme as at 
the latest reporting date. Under certain circumstances these amounts may be 
retained in the Partnership, with the distribution determined by the future funding 
position of the Pension Scheme. 

During the year to 28 March 2026 an interest charge of £nil (last year: £1.4m) was 
recognised in the income statement representing the unwinding of the discount 
included in the obligation that was previously recognised in respect of the first 
Partnership interest, which was included as a financial liability in the Group’s financial 
statements prior to its replacement as it was a transferable financial instrument and 
measured at amortised cost, being the net present value of the future expected 
distributions from the Partnership.

The third Partnership interest is not a transferable financial instrument as the 
Scheme Trustee does not have the right to transfer it to any party other than a 
successor Trustee. It is therefore not included as a plan asset within the UK DB 
Pension Scheme surplus reported in accordance with IAS 19. Similarly, the associated 
liability is not included on the Group’s statement of financial position, rather the 
annual distribution is recognised as a contribution to the scheme each year. 
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13 Share-based payments 
This year a charge of £38.8m was recognised for share-based payments (last year: 
£44.4m). Of the total share-based payments charge, £9.7m (last year: £8.4m) relates 
to the UK Save As You Earn Share Option scheme, £7.6m (last year: £15.0m) relates to 
Performance Share Plans, £3.6m (last year: £2.8m) relates to Restricted Share Plans 
and £17.9m relates to Deferred Share Bonus Schemes (last year: £18.2m). 

In addition, a charge of £nil was recognised in relation to Annual Bonus Schemes under 
the Deferred Share Bonus Scheme (last year: £8.0m). Further details of the option 
and share schemes that the Group operates are provided in the Remuneration Report.	

A. Save As You Earn scheme – £9.7m
The Save As You Earn (SAYE) scheme was approved by shareholders for a further 
10 years at the 2017 Annual General Meeting (AGM). Under the terms of the scheme, 
the Board may offer options to purchase ordinary shares in the Company once in 
each financial year to those employees who enter into an His Majesty’s Revenue & 
Customs (HMRC) approved SAYE savings contract. The scheme allows participants 
to save up to a maximum of £500 (last year: £500) each month. The price at which 
options may be offered is 80% of the average mid-market price for the three 
consecutive dealing days preceding the offer date. The options may normally be 
exercised during the six-month period after the completion of the SAYE contract.

2026 2025

Number of
 options

Weighted
 average

 exercise price
Number of

 options

Weighted
 average

 exercise price

Outstanding at beginning 
of year 42,432,320 209.3p 46,087,264 143.2p

Granted 7,684,853 310.0p 15,194,241 303.0p

Exercised (10,307,279) 115.1p (14,624,581) 108.0p

Forfeited (3,993,654) 252.0p (3,573,848) 191.7p

Expired (268,013) 191.9p (650,756) 93.2p

Outstanding at end of year 35,548,227 253.7p 42,432,320 209.3p

Exercisable at end of year 2,338,218 114.0p 1,944,316 186.3p

For SAYE share options exercised during the period, the weighted average share price 
at the date of exercise was 376.6p (last year: 299.9p).

The fair values of the options granted during the year have been calculated using the 
Black-Scholes model assuming the inputs shown below:

2026
3-year plan

2025
3-year plan

Grant date Dec 25 Dec 24

Share price at grant date 387p 379p

Exercise price 310p 303p

Option life in years 3 years 3 years

Risk-free rate 3.8% 4.1%

Expected volatility 28.6% 33.5%

Expected dividend yield 0.9% 0.9%

Fair value of option 114p 121p

Volatility has been estimated by taking the historical volatility in the Company’s 
share price over a three-year period.

The resulting fair value is expensed over the service period of three years on the 
assumption that 30% (last year: 30%) of options will lapse over the service period as 
employees leave the Group.

Outstanding options granted under the UK Employee SAYE scheme are as follows:

Number of options
Weighted average remaining 

contractual life (years)

Options granted1 2026 2025 2026 2025 Option price

February 2021 —  32,266  — (0.7) 82p

February 2022  12,379  1,840,721 (0.7)  0.3 189p

February 2023  2,333,389  11,306,393  0.3  1.3 99p

February 2024  13,404,448  14,687,727  1.3  2.3 204p

February 2025  12,479,135  14,565,213  2.3  3.3 303p

February 2026  7,318,876 —  3.3 — 310p

 35,548,227  42,432,320  2.0  2.3 254p

1	 For the purpose of the above table, the option granted date is the contract start date.
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13 Share-based payments continued
B. Performance Share Plan* – £7.6m
The Performance Share Plan (PSP) is the primary long-term incentive plan for 
approximately 150 of the most senior managers within the Group. It was first 
approved by shareholders at the 2005 AGM and most recently at the 2025 AGM. 
Under the plan, annual awards, based on a percentage of salary, may be offered. The 
extent to which an award vests is measured over a three-year period against financial 
targets which for 2025/26 included Earnings Per Share (EPS), Return on Capital 
Employed (ROCE), Total Shareholder Return (TSR) and strategic measures. The value 
of any dividends earned on the vested shares during the three years may also be paid 
on vesting. Further details are set out in the Remuneration Report. Awards under this 
plan have been made in each year since 2005. More information is available in 
relation to this plan within the Remuneration Report. 

During the year, 9,085,398 shares (last year: 9,450,064) were awarded under the plan. 
The weighted average fair value of the shares awarded was 348p (last year: 289p). 
As at 28 March 2026, 24,794,567 shares (last year: 35,353,856) were outstanding under 
the plan.

Movement during the year of share options granted under the PSP Scheme are as follows: 
2026 2025

Number of
 options

Number of
 options

Outstanding at beginning of the year 35,353,856 41,854,500

Granted 9,085,398 9,450,064

Exercised (13,753,253) (12,196,576)

Lapsed (5,891,434) (3,754,132)

Outstanding at end of year 24,794,567 35,353,856

C. Deferred Share Bonus Plan* – £17.9m
The Deferred Share Bonus Plan (DSBP) was first introduced in 2005/06 as part of the 
Annual Bonus Scheme and was most recently approved by shareholders at the 2025 
AGM. It may be operated for approximately 5,245 of the most senior managers within 
the Group. As part of the plan, the managers are required to defer a proportion of 
any bonus paid into shares which will be held for three years. There are no further 
performance conditions on these shares, other than continued employment within 
the Group and the value of any dividends earned on the vested shares during the 
deferred period may also be paid on vesting. More information is available in relation 
to this plan within the Remuneration Report.

During the year, 11,709,110 shares (last year: 13,079,225) have been awarded under the 
plan in relation to the annual bonus. As at 28 March 2026, 34,372,772 shares (last year: 
48,494,977) were outstanding under the plan.

D. Restricted Share Plan* – £3.6m
The Restricted Share Plan (RSP) was established in 2000 as part of the reward 
strategy for retention and recruitment of senior managers who are vital to the 
success of the business and the plan was most recently approved by shareholders at 
the 2025 AGM. The plan operates for the senior management team. Awards vest at 
the end of the restricted period (typically between one and three years) subject to 
the participant still being in employment of the Company on the relevant vesting 
date. The value of any dividends earned on the vested shares during the restricted 
period may also be paid on vesting. More information is available in relation to this 
plan within the Remuneration Report.

During the year, 755,374 shares (last year: 1,713,749) have been awarded under the 
plan. The weighted average fair value of the shares awarded was 346p (last year: 
340p). As at 28 March 2026, 1,382,005 shares (last year: 2,296,945) were outstanding 
under the plan.

E. Marks and Spencer Employee Benefit Trust 
The Marks and Spencer Employee Benefit Trust (the Trust) holds 11,557,288 (last year: 
40,584,818) shares with a book value of £0.1m (last year: £0.4m) and a market value of 
£37.7m (last year: £143.9m). These shares were acquired by the Trust in the market and 
are shown as a reduction in retained earnings in the consolidated statement of 
financial position. Awards are granted to employees at the discretion of Marks and 
Spencer plc and the Trust agrees to satisfy the awards in accordance with the wishes 
of Marks and Spencer plc under senior executive share schemes. Dividends are 
waived on all of these shares.

F. ShareBuy
ShareBuy, the Company’s Share Incentive Plan, enables the participants to buy 
shares directly from their gross salary. This scheme does not attract an IFRS 2 charge. 
*	� All awards both this year and last year were conditional shares. For the purposes of calculating the 

number of shares awarded, the share price used is the average of the mid-market price for the five 
consecutive dealing days preceding the grant date.
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14 Intangible assets

Goodwill
£m

Brands
£m

Customer 
relationships

£m

Computer
 software

£m

Computer
 software 

under
 development

£m
Total

£m

At 30 March 2024
Cost 140.6 118.7 — 1,702.5 78.8 2,040.6

Accumulated amortisation, impairments and disposals (112.2) (114.4) — (1,602.4) (32.1) (1,861.1)

Net book value 28.4 4.3 — 100.1 46.7 179.5

Year ended 29 March 2025
Opening net book value 28.4 4.3 — 100.1 46.7 179.5

Additions — — — 2.0 96.5 98.5

Transfers and reclassifications — — — 103.4 (125.9) (22.5)

Disposals — — — (3.3) — (3.3)

Amortisation charge — (0.7) — (63.8) — (64.5)

Exchange difference — — — (0.3) — (0.3)

Closing net book value 28.4 3.6 — 138.1 17.3 187.4

At 29 March 2025
Cost 140.6 118.7 — 1,807.9 49.4 2,116.6

Accumulated amortisation, impairments and disposals (112.2) (115.1) — (1,669.8) (32.1) (1,929.2)

Net book value 28.4 3.6 — 138.1 17.3 187.4

Year ended 28 March 2026
Opening net book value 28.4 3.6 — 138.1 17.3 187.4
Additions — — — 1.0 51.3 52.3
Acquired through business combinations1 284.5 228.7 50.4 12.5 0.4 576.5
Transfers and reclassifications — — — 27.8 (2.6) 25.2
Disposals — — — (1.7) — (1.7)
Amortisation charge — (6.4) (5.1) (72.9) — (84.4)
Exchange difference (1.1) — — (0.1) — (1.2)

Closing net book value 311.8 225.9 45.3 104.7 66.4 754.1

At 28 March 2026
Cost 424.0 347.4 50.4 1,849.1 98.5 2,769.4
Accumulated amortisation, impairments and disposals (112.2) (121.5) (5.1) (1,744.4) (32.1) (2,015.3)

Net book value 311.8 225.9 45.3 104.7 66.4 754.1
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14 Intangible assets continued
Goodwill related to the following assets and groups of cash generating units (CGUs):

per una
£m

Ocado
Retail

Limited
£m

India
£m

Sports 
Edit

£m
Other

£m

Total 
Goodwill

£m

Net book value at 29 March 2025 16.5 — 6.4 4.8 0.7 28.4

Acquired through business combinations1 — 284.5 — — — 284.5

Exchange difference — — (1.1) — — (1.1)

Net book value at 28 March 2026 16.5 284.5 5.3 4.8 0.7 311.8

1	 During the year, the Company obtained control of Ocado Retail Limited and it is now consolidated as a subsidiary of the Group, see note 29.

Goodwill impairment testing
Goodwill is not amortised but is tested annually for impairment with the recoverable 
amount being determined from value in use calculations.

The goodwill balance relates to the goodwill recognised on consolidation of Ocado 
Retail Limited £284.5m (last year: £nil), per una £16.5m (last year: £16.5m), India £5.3m 
(last year: £6.4m), Sports Edit £4.8m (last year: £4.8m) and other £0.7m (last year: £0.7m).

The Group holds a 50% interest in Ocado Retail Limited, a company incorporated in 
the UK. The remaining 50% interest is held by Ocado Group plc. Upon acquisition, 
Ocado Group plc held certain rights for an initial period of five years, giving Ocado 
Group plc control of the company. As of 6 April 2025, these rights were surrendered 
by Ocado Group plc and the rights were passed to Marks & Spencer. As a result, the 
Directors have assessed that the Group has control over Ocado Retail Limited and it 
is now consolidated as a subsidiary of the Group. Goodwill for Ocado Retail Limited has 
been recognised for the first time in the current year based on this change in control. 
Goodwill is monitored by the Group on a total Ocado segment, for which Ocado 
Retail Limited accounts for one hundred percent of the recognised goodwill balance. 

Goodwill for India is monitored by management at a country level, including the 
combined retail and wholesale businesses, and has been tested for impairment on 
that basis.

The cash flows used for the goodwill impairment testing are based on Ocado Retail 
Limited’s latest budget and forecasts covering a five-year period, which have regard 
to historical performance and knowledge of the current market, together with the 
Group’s views on the future achievable growth and the impact of committed cash 
flows. The cash flows include ongoing capital expenditure required to maintain the 
current operating model but exclude any growth capital initiatives not committed.

The cash flows used for impairment testing are based on the Group’s latest budget 
and forecast cash flows, with the exception of Ocado Retail Limited, cover a three-year 
period, which have regard to historical performance and knowledge of the current 
market, together with the Group’s views on the future achievable growth and the impact 
of committed cash flows. The cash flows include ongoing capital expenditure required 
to maintain the store network, but exclude any growth capital initiatives not committed.

Cash flows beyond this three-year period are extrapolated using a long-term growth 
rate based on the Group’s current view of achievable long-term growth. The Group’s 
current view of achievable long-term growth for Ocado Retail Limited and per una is 
2.0% (last year: 2.0%), which is the same as the overall Group long-term growth rate of 
2.0% (last year: 2.0%). The Group’s current view of achievable long-term growth for 
India is 6.5% (last year: 5.5%). Long-term growth rates are consistent with external 
sources of information.

Management estimates discount rates that reflect the current market assessment 
of the time value of money and the risks specific to each asset or CGU. The pre-tax 
discount rates are derived from the Group’s post-tax weighted average cost of capital 
(“WACC”) which has been calculated using the capital asset pricing model, the inputs 
of which include a country risk-free rate, equity risk premium, Group size premium 
and a risk adjustment (beta). The post-tax WACC is subsequently grossed up to a 
pre-tax rate and was 12.1% for Ocado Retail Limited, 13.3% for per una (last year: 14.5%) 
and 17.6% for India (last year: 16.7%).

The immediately quantifiable impacts of climate change and costs expected to be 
incurred in connection with our net zero commitments, are included within the 
Group’s budget and three-year plan, as well as within the Ocado Retail Limited 
budget, which have been used to support the impairment reviews, with no material 
impact on cash flows.
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14 Intangible assets continued
Goodwill impairment testing continued
Management has performed sensitivity analysis on the key assumptions in the 
impairment model using reasonably possible changes in these key assumptions, both 
individually and in combination. Management has considered reasonably possible 
changes in key assumptions that would cause the carrying amounts of goodwill to 
exceed the value in use for each asset. For per una and India respectively, there are 
no reasonably possible changes in key assumptions that would lead to an impairment 
and the assumptions do not give rise to a key source of estimation uncertainty.

For Ocado Retail Limited, no impairment would be recognised based on reasonably 
possible changes in key assumptions. Sensitivity analysis has been performed over 
the following key assumptions cash flow, long-term growth rate, and discount rate 
assumptions. The following changes, applied individually, would not result in an 
impairment: a reduction in the forecast gross profit margin of 410 basis points over 
the five-year forecast period; a reduction in the long-term growth rate of 690 basis 
points; and an increase in the discount rate of 330 basis points.

Brands
The per una brand is a definite life intangible asset amortised on a straight-line basis 
over a period of 15 years. The brand intangible was acquired for a cost of £80.0m and 
has been fully amortised. It is held at a net book value of £nil (last year: £nil). 

15 Property, plant and equipment
The Group’s property, plant and equipment of £6,409.3m (last year: £5,408.5m) 
consists of owned assets of £4,389.9m (last year: £3,910.9m) and right-of-use assets 
of £2,019.4m (last year: £1,497.6m).

Property, plant and equipment – owned

Land and
 buildings

£m

Fixtures,
 fittings and
 equipment

£m

Assets in the
 course of

 construction
£m

Total
£m

At 30 March 2024

Cost 2,852.7 5,709.5 148.8 8,711.0

Accumulated depreciation, 
impairments and disposals (843.8) (4,088.1) (18.3) (4,950.2)

Net book value 2,008.9 1,621.4 130.5 3,760.8

Year ended 29 March 2025

Opening net book value 2,008.9 1,621.4 130.5 3,760.8

Additions 5.1 27.7 457.8 490.6

Transfers and reclassifications 33.9 302.3 (315.1) 21.1

Disposals (33.8) (29.8) — (63.6)

Impairment reversals 8.5 10.9 — 19.4

Impairment charge (33.3) (14.7) — (48.0)

Depreciation charge (7.9) (257.4) — (265.3)

Exchange difference (2.5) (1.6) — (4.1)

Closing net book value 1,978.9 1,658.8 273.2 3,910.9

At 29 March 2025

Cost 2,786.4 5,746.8 291.5 8,824.7

Accumulated depreciation, 
impairments and disposals (807.5) (4,088.0) (18.3) (4,913.8)

Net book value 1,978.9 1,658.8 273.2 3,910.9
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15 Property, plant and equipment continued
Property, plant and equipment – owned continued

Land and
 buildings

£m

Fixtures,
 fittings and
 equipment

£m

Assets in the
 course of

 construction
£m

Total
£m

Year ended 28 March 2026

Opening net book value 1,978.9 1,658.8 273.2 3,910.9

Additions 4.8 36.3 610.1 651.2

Acquired through business 
combinations 167.0 67.6 0.2 234.8

Transfers and reclassifications 49.7 480.0 (561.9) (32.2)

Disposals (27.1) (15.3) — (42.4)

Impairment reversals 16.1 10.3 — 26.4

Impairment charge (14.7) (11.4) — (26.1)

Depreciation charge (55.8) (281.7) (0.2) (337.7)

Exchange difference 4.3 0.1 0.6 5.0

Closing net book value 2,123.2 1,944.7 322.0 4,389.9

At 28 March 2026

Cost 2,984.1 4,933.1 322.0 8,239.2

Accumulated depreciation, 
impairments and disposals (860.9) (2,988.4) — (3,849.3)

Net book value 2,123.2 1,944.7 322.0 4,389.9

Right-of-use assets
Set out below are the carrying amounts of right-of-use assets recognised and the 
movements during the period:

Right-of-use assets

Land and 
buildings

£m

Fixtures,
 fittings and
 equipment

£m
Total

£m

At 31 March 2024 1,371.5 57.8 1,429.3

Additions 215.3 44.7 260.0

Transfers and reclassifications 1.5 — 1.5

Disposals (2.7) — (2.7)

Impairment reversals 1.2 3.1 4.3

Impairment charge (14.9) (32.1) (47.0)

Depreciation charge (141.0) (1.0) (142.0)

Exchange difference (5.8) — (5.8)

At 29 March 2025 1,425.1 72.5 1,497.6
Additions 364.7 139.7 504.4
Acquired through business combinations 243.0 89.9 332.9
Transfers and reclassifications 7.0 — 7.0
Disposals (15.5) — (15.5)
Impairment reversals 30.0 — 30.0
Impairment charge (33.8)  — (33.8)
Depreciation charge (230.8) (66.6) (297.4)
Exchange difference (5.8) — (5.8)

At 28 March 2026 1,783.9 235.5 2,019.4
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15 Property, plant and equipment continued
Impairment of property, plant and equipment and right-of-use assets
For impairment testing purposes, the Group has determined that each store is a 
separate cash generating unit (CGU), with the exception of Outlets stores, which are 
considered together as one CGU, and Ocado Retail Limited which is considered to be 
its own CGU. Click & Collect sales are included in the cash flows of the relevant CGU. 

Each CGU is tested for impairment at the balance sheet date if any indicators of 
impairment and impairment reversal have been identified. Stores identified within the 
Group’s store estate programme are automatically tested for impairment (see note 5). 

The value in use of each CGU is calculated based on the Group’s latest budget and 
forecast cash flows, covering a three-year period, which have regard to historical 
performance and knowledge of the current market, together with the Group’s views 
on the future achievable growth and the impact of committed initiatives. The cash 
flows include ongoing capital expenditure required to maintain the store network, but 
exclude any growth capital initiatives not committed. Cash flows beyond this three-year 
period are extrapolated using a long-term growth rate based on management’s future 
expectations, with reference to forecast GDP growth. These growth rates do not 
exceed the long-term growth rate for the Group’s retail businesses in the relevant 
territory. If the CGU relates to a store which the Group has identified as part of the 
store estate programme, the value in use calculated has been modified by estimation 
of the future cash flows up to the point where it is estimated that trade will cease and 
then estimation of the timing and amount of costs associated with closure detailed 
fully in note 5. 

The immediately quantifiable impacts of climate change and costs expected to be 
incurred in connection with our net zero commitments are included within the 
Group’s budget and three-year plan which have been used to support the impairment 
reviews, with no material impact on cash flows. We also expect any potential store 
refurbishments to be phased over multiple years and therefore any changes required 
due to climate change would not have a material impact in any given year and the 
warehouse and support centres are located in areas which we would not expect to be 
physically impacted by climate change. As a consequence there has been no material 
impact in the forecast cash flows used for impairment testing.

The key assumptions in the value in use calculations are the growth rates of sales and 
gross profit margins, changes in the operating cost base, long-term growth rates and 
the risk-adjusted pre-tax discount rate. The pre-tax discount rates are derived from 
the Group’s weighted average cost of capital, which has been calculated using the 
capital asset pricing model, the inputs of which include a country risk-free rate, 
equity risk premium, Group size premium and a risk adjustment (beta). The pre-tax 
discount rates range from 8.6% to 17.1% (last year: 8.0% to 19.3%). If the CGU relates to 
a store which the Group has identified as part of the UK store estate programme, the 
additional key assumptions in the value-in-use calculations are costs associated with 
closure, the disposal proceeds from store exits and the timing of the store exits.

Impairments – UK stores excluding the store estate programme
During the year, the Group has recognised an impairment charge of £1.0m and 
impairment reversals of £1.9m in property, plant and equipment as a result of UK 
store impairment testing unrelated to the store estate programme (last year: 
impairment charge of £4.5m and impairment reversals of £2.5m). £1.0m (last year: 
£4.3m) of the impairment charge was included in underlying expenses, with a £nil 
impairment charge and a £nil impairment reversal (last year: £0.2m impairment 
charge and £2.5m impairment reversal) included in adjusting items.

For UK stores, when considering both impairment charges and reversals, cash flows 
beyond the three-year period are extrapolated using the Group’s current view of 
achievable long-term growth of 2.0%. The rate used to discount the forecast cash 
flows for UK stores is 12.1% (last year: 13.6%). 

The cash flows used within the impairment model are based on assumptions which 
are sources of estimation uncertainty and small movements in these assumptions 
could lead to further impairments. Management has performed sensitivity analysis 
on the key assumptions in the impairment model using reasonably possible changes 
in these key assumptions across the UK store portfolio. 

Neither an increase or reduction in sales of 5% from the three-year plan in year 3, 
a 250 basis point increase in the discount rate, a 25 basis point increase or reduction 
in gross profit margin from year 3 onwards result in a significant change to the 
impairment charge or impairment reversal, individually or in combination with the 
other reasonably possible scenarios considered.
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15 Property, plant and equipment continued
Impairments – store estate programme
During the year, the Group has recognised an impairment charge of £52.0m and 
impairment reversals of £54.0m relating to the ongoing store estate programme 
(last year: impairment charge of £90.5m and impairment reversals of £21.1m). 
These stores were impaired to their value in use recoverable amount of £266.6m, 
which is their carrying value at year end. The impairment charge relates to the store 
closure programme and has been recognised within adjusting items (see note 5). 
Impairment reversals predominantly reflect changes to expected store closure dates 
and improved trading expectations compared to those assumed at the end of the 
prior year end. 

Where the planned closure date for a store is outside the three-year plan period, no 
growth rate is applied. The rate used to discount the forecast cash flows for UK stores 
is 5.85% (last year: 8.0%). 

As disclosed in the accounting policies (note 1), the cash flows used within the 
impairment models for the store estate programme are based on assumptions which 
are sources of estimation uncertainty and small movements in these assumptions 
could lead to further impairments. Management has performed sensitivity analysis 
on the key assumptions in the impairment model using reasonably possible changes 
in these key assumptions across the store estate programme. 

A delay of 12 months in the date of each store exit would result in a decrease in the 
impairment charge of £22.7m.

Neither an increase or decrease of 5% in planned sales in years 2 and 3 (where relevant), 
a 250 basis point increase in the discount rate, a 25 basis point reduction in gross 
profit margin during the period of trading nor a 2% increase in the costs associated 
with exiting a store would result in a significant increase to the impairment charge, 
individually or in combination with the other reasonably possible scenarios considered.

Impairments – International stores 
During the year the Group recognised an impairment charge of £1.8m (last year: £nil) 
and impairment reversals of £0.5m (last year: £nil) in International stores as a result 
of store impairment testing. 

Impairments – Ocado Retail Limited
As part of the wider Ocado Retailed Limited review of the UK network capacity, 
an impairment charge of £5.1m (last year: £nil) has been recognised in the year. 

16 Other financial assets
2026

£m
2025

£m

Non-current

Other investments¹ 42.2 21.3

42.2 21.3

Current

Other investments2, 3 12.9 286.5

Unlisted investments — 3.0

12.9 289.5

1	� Includes £16.1m (last year: £11.5m) of venture capital investments managed by True Capital Limited 
and £26.1m (last year: £9.8m) of Eurochange RCF figure. 

2	� Includes £5.9m (last year: £5.3m) of money market deposits held by Marks and Spencer plc in an 
escrow account.

3	 Includes £nil (last year: £274.5m) of money market funds due to mature in >90 days.
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17 Trade and other receivables
2026

£m
2025

£m

Non-current 

Lease receivables – net of provision for impairment 61.5 63.7

Other receivables 25.7 27.1

Loans to related parties (see note 28) — 100.7

Prepayments 191.8 191.3

279.0 382.8

Current

Trade receivables 192.8 140.6

Less: provision for impairment of receivables (6.2) (0.9)

Trade receivables – net 186.6 139.7

Lease receivables – net of provision for impairment 2.2 0.4

Other receivables 55.3 39.1

Prepayments 185.6 127.1

Accrued income 97.0 21.2

526.7 327.5

The directors consider that the carrying amount of trade and other receivables 
approximates their fair value. The Group’s assessment of any expected credit losses 
is included in note 21(b). Included in accrued income is £24.5m (last year: £9.2m) of 
accrued supplier income relating to rebates that have been earned but not yet 
invoiced and £32.7m (last year: £nil) of promotional activity. £41.1m of Ocado Retail 
Limited supplier income that has been invoiced but not yet settled against future 
trade creditor balances is included within trade creditors, as there is a right to offset. 

The Group entered into finance leasing arrangements as a lessor for surplus office 
space in the Merchant Square building in London, which is sub-let for the remaining 
duration of the lease. 

The maturity analysis of the Group’s lease receivables is as follows:
2026

£m
2025

£m

Timing of cash flows

Within one year 7.8 6.1

Between one and two years 7.8 7.8

Between two and three years 7.8 7.8

Between three to four years 9.4 7.8

Between four to five years 9.4 9.4

More than five years 86.7 96.1

Total undiscounted cash flows 128.9 135.0

Effect of discounting (51.0) (56.7)

Present value of lease payments receivable 77.9 78.3

Less: provision for impairment of receivables (14.2) (14.2)

Net investment in the lease 63.7 64.1

Included within trade and other receivables is £nil (last year: £1.6m) which, due to 
non-recourse factoring arrangements in place, are held within a ‘hold to collect and 
sell’ business model and are measured at FVOCI. 

18 Cash and cash equivalents
Cash and cash equivalents are £997.2m (last year: £864.5m). The carrying amount 
of these assets approximates their fair value.

The effective interest rate on short-term bank deposits is 3.9% (last year: 4.6%). 
These deposits have an average maturity of 24 days (last year: 23 days).
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19 Trade and other payables
2026

£m
2025

£m

Current

Trade payables 1,051.9 796.3

Other payables 519.4 579.3

Social security and other taxes 95.9 83.6

Contract liabilities from gift card sales 234.8 215.1

Accruals 676.6 653.1

Deferred income 57.4 42.9

2,636.0 2,370.3

Non-current

Other payables 17.6 1.1

Deferred income 13.0 17.8

30.6 18.9

Included within current other payables is £nil (last year: £110.1m) of deferred and 
contingent consideration relating to the acquisition of Gist Limited. 

A contract liability arises in respect of gift cards and voucher schemes as payment 
has been received for a performance obligation which will be performed at a later 
point in time.

2026
£m

2025
£m

Opening balance 215.1 203.2

Issues 509.0 461.1

Released to the income statement in respect of gift cards 
and vouchers issued before 29 March 2025 (122.4) (128.2)

Released to the income statement in respect of gift cards 
and vouchers issued after 29 March 2025 (366.9) (321.0)

Closing balance 234.8 215.1

The Group has entered supplier finance arrangements that permit the suppliers to 
obtain payment from the banks for the amounts billed up to 75 days before the 
invoice due date subject to a discount dependent upon market interest rates and the 
outstanding period until the invoice falls due. 

The Group repays the banks the full invoice amount on the scheduled payment date 
as required by the invoice. As the arrangements do not permit the Group to extend 
finance from the banks by paying them later than the Group would have paid its 
suppliers, the Group considers amounts payable to the banks should be presented as 
part of trade and other payables.

As at 28 March 2026, £395.8m (last year: £360.3m) of trade payables were amounts 
owed under these arrangements. During the year, the maximum facility available at 
any one time under the arrangements was £598.5m (last year: £533.5m).

2026
£m

2025
£m

% of trade payables that were amounts owed under supplier 
finance arrangements 37% 45%

Carrying amount of the financial liabilities that are subject 
to supplier finance arrangements

Presented as part of ‘Trade payables’, including: 395.8 360.3

Trade payables for which suppliers have already received 
payment from the finance provider 350.5 313.5

Range of payment due dates Days Days

For liabilities presented as part of ‘Trade payables’:

Liabilities that are part of supplier finance arrangements 28-75 28-75

Comparable trade payables that are not part of supplier 
finance arrangements 28-75 28-75

Changes in liabilities that are subject to supplier finance arrangements are 
primarily attributable to additions resulting from purchases of goods and services 
and subsequent cash settlements. There were no material non-cash changes in 
these liabilities. 

The Group does not face a significant liquidity risk as a result of its supplier finance 
arrangements as the arrangements do not result in a change in payment terms 
for suppliers. 
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20 Borrowings and other financial liabilities
2026

£m
2025

£m

Current

Lease liabilities 290.5 228.0

4.75% £400m Medium-Term Notes 20251,2 — 105.7

Interest accrued on Medium-Term Notes 8.2 22.1

298.7 355.8

Non-current

Other loans 90.0 —

3.75% £300m Medium-Term Notes 20261 — 109.2

3.25% £250m Medium-Term Notes 20271 56.8 249.3

5.125% £300m Medium-Term Notes 2032 298.4 —

7.125% US$300m Medium-Term Notes 20373,4 252.1 252.0

Revaluation of Medium-Term Notes5 (36.1) (21.2)

Lease liabilities 2,459.5 1,999.4

3,120.7 2,588.7

Total 3,419.4 2,944.5

1	� These notes are issued under Marks and Spencer plc’s £3bn Euro Medium-Term Note programme 
and all pay interest annually.

2	� The Group occasionally enters into interest rate swaps to manage interest rate exposure. At year 
end, £nil (last year: £0.2m) of fair value adjustment for terminated hedges remains to be amortised 
over the remaining debt maturity.

3	 Interest on these bonds is payable biannually.
4	� US$300m Medium-Term Note exposure swapped to sterling (fixed-to-fixed cross-currency interest 

rate swaps). Refer to note 21 for further details.
5	� Revaluation consists of cumulative foreign exchange gain on revaluation of the 7.125% US$300m 

Medium-Term Notes 2037 of £27.5m (last year: £21.2m) and fair value adjustment on the 5.125% 
£300m Medium-Term Notes 2032 of £8.6m (last year: £nil).

Leases 
The Group leases various stores, offices, warehouses and equipment with varying 
terms, escalation clauses and renewal rights.

The Group has certain leases with lease terms of 12 months or less and leases of assets 
with low values. The Group applies the ‘short-term lease’ and ‘lease of low‑value assets’ 
recognition exemptions for these leases.

Set out below are the carrying amounts of lease liabilities and the movements 
during the period. 

2026
£m

2025
£m

Opening lease liabilities 2,227.4 2,211.5

Acquired on consolidation of Ocado Retail Limited 333.8 —

Additions 489.3 261.0

Interest expense relating to lease liabilities 150.8 120.1

Payments (430.0) (343.0)

Disposals (13.5) (14.6)

Exchange difference (7.8) (7.6)

2,750.0 2,227.4

Current 290.5 228.0

Non-current 2,459.5 1,999.4

The maturity analysis of lease liabilities is disclosed in note 21(a).

Future cash outflows related to the post-break clause period included 
in the lease liability
The Group holds certain leases that contain break clause options to provide 
operational flexibility. In accordance with IFRS 16, the Group has calculated the full 
lease term, beyond break, to represent the reasonably certain lease term (except for 
those stores identified as part of the store estate programme) within the total 
£2,750.0m of lease liabilities held on the balance sheet.

The following amounts were recognised in profit or loss:
2026

£m
2025

£m

Expenses relating to short-term leases 14.5 13.4

Expenses relating to low-value assets 0.1 0.1

Expenses relating to variable consideration 6.1 5.9
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21 Financial instruments 
Treasury policy
With the exception of Ocado Retail Limited, which operates independently, the Group 
operates a centralised treasury function to manage the Group’s funding requirements 
and financial risks in line with the Board-approved treasury policies and procedures, 
and their delegated authorities. 

The Group’s financial instruments, other than derivatives, comprise borrowings, cash 
and liquid resources and various items such as trade receivables and trade payables 
that arise directly from its operations. The main purpose of these financial 
instruments is to finance the Group’s operations.

The Group treasury function also enters into derivative transactions, principally 
cross-currency swaps, interest rate swaps and forward currency contracts. The 
purpose of these transactions is to manage the interest rate and foreign currency 
risks arising from the Group’s operations and financing.

It remains the Group’s policy not to hold or issue financial instruments for trading 
purposes, except where financial constraints necessitate the need to liquidate any 
outstanding investments. The treasury function is managed as a cost centre and 
does not engage in speculative trading.

Financial risk management 
The principal financial risks faced by the Group are liquidity and funding, 
counterparty, foreign currency and interest rate risks. The policies and strategies 
for managing these risks are summarised on the following pages.

(a) Liquidity & funding risk 
The risk that the Group could be unable to settle or meet its obligations as they fall due: 

•	 The Group’s funding strategy ensures a mix of funding sources offering sufficient 
headroom, maturity and flexibility, and cost-effectiveness to match the 
requirements of the Group. 

•	 Marks and Spencer plc is financed by a combination of retained profits, bank 
borrowings, Medium-Term Notes and committed syndicated bank facilities.

•	 Operating subsidiaries are financed by a combination of retained profits, bank 
borrowings and intercompany loans.

The Group has a committed syndicated bank revolving credit facility of £850.0m with a 
current maturity date of 12 December 2030. The facility contains a financial covenant, 
being the ratio of earnings before interest, tax, depreciation and amortisation; to net 
interest and depreciation on right-of-use assets under IFRS 16 for the Marks & Spencer 
plc Group, excluding Ocado Retail Limited. The covenant is measured biannually. The 
Group was not in breach of this metric at the reporting date.

The Group also has a number of uncommitted facilities available to it. At year end, 
these amounted to £25.0m (last year: £25.0m), 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 committed facilities and £nil (last year: £nil) was drawn under 
the uncommitted facilities.

In addition to the existing borrowings, the Group has a Euro Medium-Term Note 
programme of £3bn, of which £0.4bn (last year: £0.5bn) was in issuance as at the 
balance sheet date. The initial rate of interest is fixed at the date of issue and the 
Notes are referred to as fixed rate borrowings throughout the Annual Report as the 
coupon does not change with movements in benchmark interest rates. 

Ocado Retail Limited, a subsidiary of the Group (50% owned by Ocado Group plc), 
entered into a committed £100m revolving credit facility on 19 February 2026, of 
which £nil was drawn at 28 March 2026. This replaced the £30m facility entered into 
on 9 May 2024. 
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NOTES TO THE FINANCIAL STATEMENTS CONTINUED

21 Financial instruments continued
(a) Liquidity & funding risk continued
The table below summarises the contractual maturity of the Group’s non-derivative financial liabilities and derivatives translated at the year end spot rate, excluding trade 
payables, other payables and accruals. The carrying value of all trade payables, other payables (excluding contingent consideration payable) and accruals of £2,265.6m (last 
year: £1,919.7m) is equal to their contractual undiscounted cash flows (see note 19). Contingent consideration (see the fair value hierarchy section within note 21) and deferred 
consideration of £nil (last year: £110.1m) is expected to become payable within one year and £nil (last year: £nil) between two and five years.

Other
loans

£m

Medium-Term
Notes

£m

Lease
liabilities 1

£m

Total
borrowings

and other
financial

liabilities
£m

Cash 
inflow on 

derivatives 2
£m

Cash 
outflow on 
derivatives 2

£m

Total
 derivative
 liabilities

£m

Timing of cash flows

Within one year — (143.7) (291.7) (435.4) 1,449.1 (1,464.5) (15.4)

Between one and two years — (141.2) (286.6) (427.8) 254.3 (261.4) (7.1)

Between two and five years — (310.8) (614.7) (925.5) 49.5 (51.1) (1.6)

More than five years — (363.9) (2,689.7) (3,053.6) 363.8 (389.2) (25.4)

Total undiscounted cash flows — (959.6) (3,882.7) (4,842.3) 2,116.7 (2,166.2) (49.5)

Effect of discounting — 242.5 1,655.3 1,897.8

At 29 March 2025 — (717.1) (2,227.4) (2,944.5)

Timing of cash flows

Within one year — (25.5) (365.3) (390.8) 738.6 (769.1) (30.5)

Between one and two years — (90.2) (317.7) (407.9) 66.2 (70.1) (3.9)

Between two and five years — (94.3) (781.1) (875.4) 94.3 (100.6) (6.3)

More than five years (199.4) (668.5) (3,008.1) (3,876.0) 368.5 (397.8) (29.3)

Total undiscounted cash flows (199.4) (878.5) (4,472.2) (5,550.1) 1,267.6 (1,337.6) (70.0)

Effect of discounting 109.4 299.1 1,722.2 2,130.7

At 28 March 2026 (90.0) (579.4) (2,750.0) (3,419.4)

1	� Total undiscounted lease payments of £733.2m relating to the period post-break clause, and the earliest contractual lease exit point, are included in lease liabilities. These undiscounted lease payments 
should be excluded when determining the Group’s contractual indebtedness under these leases, where there is a contractual right to break. Furthermore, £76.8m of these payments relate to leases where, 
following the break clause, the Group will have the ability to exit the lease at any point before the lease expiry with a maximum of six months’ notice.

2	� Cash inflows and outflows on derivative instruments that require gross settlement (such as cross currency swaps and forward foreign exchange contracts) are disclosed gross. Cash inflows and outflows on 
derivative instruments that settle on a net basis are disclosed net.
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21 Financial instruments continued
(b) Counterparty risk 
Counterparty risk exists where the Group can suffer financial loss through the default or non-performance of the counterparties with whom it transacts. 

Exposures are managed in accordance with the Group treasury policy which limits the value that can be placed with each approved counterparty to minimise the risk of loss. 
The minimum long-term rating for all counterparties is long-term Standard & Poor’s (S&P)/Moody’s A-/A3 (BBB+/Baa1 for committed lending banks). In the event of a rating by 
one agency being different from the other, the lower rating is used. Limits are reviewed regularly by senior management. The credit risk of these financial instruments is 
estimated as the fair value of the assets resulting from the contracts.

The table below analyses the Group’s short-term investments and derivative assets by credit exposure, excluding bank balances, store cash and cash in transit.
Credit rating of counterparty

AAA
£m

AA+
£m

AA
£m

AA-
£m

A+
£m

A
£m

A-
£m

BBB
£m

Total
£m

Cash and cash equivalents1 98.0 — — 111.6 203.2 240.6 0.8 — 654.2

Other investments2 — — — 146.9 49.7 89.9 — — 286.5

Derivative assets3 — — — 2.4 3.3 1.2 — 0.4 7.3

At 29 March 2025 98.0 — — 260.9 256.2 331.7 0.8 0.4 948.0

AAA
£m

AA+
£m

AA
£m

AA-
£m

A+
£m

A
£m

AA-
£m

BBB
£m

Total
£m

Cash and cash equivalents1 129.7 — 0.1 130.1 290.2 225.7 — — 775.8

Other investments2 — — — 4.3 5.3 — 3.3 — 12.9

Derivative assets3 — — — 2.6 10.1 3.9 — 1.7 18.3

At 28 March 2026 129.7 — 0.1 137.0 305.6 229.6 3.3 1.7 807.0

1	� Includes cash on deposit and money market funds held by various Group entities. Excludes cash in hand and in transit of £221.4m (last year: £210.3m).
2	 Relates to money market deposits held by various Group entities. 
3	 Standard & Poor’s equivalent rating shown as reference to the majority credit rating of the counterparty from either Standard & Poor’s, Moody’s or Fitch where applicable.

The Group has a very low retail credit risk due to transactions principally being of high volume, low value and short maturity. 

The maximum exposure to credit risk at the balance sheet date was as follows: trade receivables £192.8m (last year: £140.6m), lease receivables £63.7m (last year: £64.1m), other 
receivables (including loans to related parties) £81.0m (last year: £166.9m), cash and cash equivalents £997.2m (last year: £864.5m) and derivatives £18.3m (last year: £7.3m).
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21 Financial instruments continued
Impairment of financial assets
The credit risk management practices of the Group include internal review and reporting of the ageing of trade and other receivables by days past due by a centralised 
accounts receivable function, and grouped by respective contractual revenue stream, along with liaison with the debtors by the credit control function.

The Group applies the IFRS 9 simplified approach in measuring expected credit losses which use a lifetime expected credit loss allowance for all trade receivables and 
lease receivables.

To measure expected credit losses, trade receivables have been grouped by shared credit risk characteristics along the lines of differing revenue streams such as international 
franchise, UK franchise, food, corporate and sundry, as well as by geographical location and days past due. In addition to the expected credit losses calculated using a provision 
matrix, the Group may provide additional provision for the receivables of particular customers if the deterioration of financial position was observed. The Group’s trade 
receivables are of very low credit risk due to transactions being principally of high volume, low value and short maturity. Therefore, it also has very low concentration risk.

The expected loss rates are determined based on the average write-offs as a proportion of average debt over a period of 36 months prior to the reporting date. The historical 
loss rates are adjusted for current and forward-looking information where significant. The Group considers GDP growth, unemployment, sales growth and bankruptcy rates of 
the countries in which goods are sold to be the most relevant factors and, where the impact of these is significant, adjusts the historical loss rates based on expected changes 
in these factors.

Historical experience has indicated that debts aged 180 days or over are generally not recoverable. The Group has incorporated this into the expected loss model through a 
uniform loss rate for ageing buckets below 180 days dependent on the revenue stream and country and providing for 100% of debt aged more than 180 days past due. Where 
the Group specifically holds insurance or holds the legal right of offset with debtors which are also creditors, the loss provision is applied only to the extent of the uninsured 
or net exposure.

Trade receivables are written off when there is no reasonable expectation of recovery. Indicators that there may be no reasonable expectation of recovery include the failure 
of the debtor to engage in a payment plan, and failure to make contractual payments within 180 days past due.

Impairment losses on trade receivables are presented as net impairment losses within operating profit and subsequent recoveries are credited to the same line item.

29 March 2025
Current

£m

Up to 30 days
 past due

£m

31-60 days
 past due

£m

61-90 days
 past due

£m

91-180 days 
past due

£m

181 days or 
more past due

£m
Total

£m

Gross carrying amount – trade receivables 127.8 5.2 3.3 3.3 1.0 — 140.6

Expected loss rate 0.7% 0.6% 0.1% 0.2% 0.2% 100.0% 0.6%

Lifetime expected credit loss 0.9 — — — — — 0.9

Net carrying amount 126.9 5.2 3.3 3.3 1.0 — 139.7

28 March 2026
Current

£m

Up to 30 days
 past due

£m

31-60 days
 past due

£m

61-90 days
 past due

£m

91-180 days
 past due

£m

181 days or 
more past due

£m
Total

£m

Gross carrying amount – trade receivables 183.3 5.3 2.3 1.6 0.1 0.2 192.8

Expected loss rate 3.1% 3.2% 4.6% 2.8% 4.7% 100.0% 3.2%

Lifetime expected credit loss 5.6 0.2 0.2 — — 0.2 6.2

Net carrying amount 177.7 5.1 2.1 1.6 0.1 — 186.6
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21 Financial instruments continued
Impairment of financial assets continued
The closing loss allowances for trade receivables reconciles to the opening loss 
allowances as follows:

Trade receivables expected loss provision
2026

£m
2025

£m

Opening loss allowance 0.9 1.3

Increase in loss allowance recognised in profit and loss 
during the year 5.6 —

Receivables written off during the year as uncollectable (0.3) (0.4)

Closing loss allowance 6.2 0.9

The closing loss allowances for lease receivables reconciles to the opening loss 
allowances as follows:

Lease receivables expected loss provision
2026

£m
2025

£m

Opening loss allowance 14.2 14.2

Increase in loss allowance recognised in profit and loss 
during the year — —

Closing loss allowance1 14.2 14.2

1	� Relates to the sub-let of previously closed offices associated with the strategic programme to 
centralise the Group’s London Head Office functions.

The provision for other receivables is highly immaterial (it can be quantified) and 
therefore no disclosure is provided. 

(c) Foreign currency risk 
Transactional foreign currency exposure arises primarily from the import of goods 
sourced from overseas suppliers and also from the export of goods from the UK to 
overseas subsidiaries. The most significant exposure is to the US dollar, incurred in 
the sourcing of Fashion, Home & Beauty products from Asia.

Group Treasury hedges these Fashion, Home & Beauty foreign currency exposures 
principally using forward foreign exchange contracts progressively based on dynamic 
forecasts from the business. Hedging is generally carried out in the six months before 
the period when purchase orders are entered into.

Other exposures arising from the export of goods to overseas subsidiaries are also 
hedged progressively over the course of the year before they are incurred. As at the 
balance sheet date, the gross notional value in sterling terms of forward foreign 
exchange sell or buy contracts amounted to £2,145.9m (last year: £2,210.6m) with a 
weighted average maturity date of seven months (last year: seven months).

Gains and losses in equity on forward foreign exchange contracts designated in cash 
flow hedge relationships related to stock purchases and sales as at 28 March 2026 will 
ultimately be reclassified to the income statement at various dates over the following 
14 months (last year: 14 months) from the balance sheet date.

The foreign exchange forwards are designated as cash flow hedges of highly probable 
forecast transactions. Both spot and forward points are designated in the hedge 
relationship; under IFRS 9 the currency basis spread may be excluded from the hedge 
relationship and recognised in other comprehensive income – cost of hedging 
reserve. The Group has considered and elected not to recognise the currency basis 
spread element in the cost of hedging reserve, owing to the relatively short-dated 
nature of the hedging instruments. The change in the fair value of the hedging 
instrument, to the degree effective, is deferred in equity and subsequently either 
reclassified to profit or loss or removed from equity and included in the initial 
measurement of the asset or liability. This will be realised in the income statement 
once the hedged item is sold. 

The Group regularly reviews the foreign exchange hedging portfolio to confirm whether 
the underlying transactions remain highly probable. Any identified instance of 
over-hedging or ineffectiveness would result in immediate recycling to the 
income statement. 

A change in the timing of a forecast item does not disqualify a hedge relationship nor 
the assertion of “highly probable” as there remains an economic relationship between 
the underlying transaction and the derivative. 

The foreign exchange forwards are recognised at fair value. The Group has considered 
and elected to apply credit/debit valuation adjustments. The risks at the reporting 
date are representative of the financial year.

The Group also holds a number of cross-currency swaps to designate its fixed rate 
US dollar debt to fixed rate sterling debt. These are reported as cash flow hedges. 
The change in the fair value of the hedging instrument, to the degree effective, is 
retained in other comprehensive income, segregated by cost and effect of hedging. 
Under IFRS 9, the currency basis on the cross-currency swaps is excluded from the 
hedge designation and recognised in other comprehensive income – cost of hedging 
reserve. Effectiveness is measured using the hypothetical derivative approach. The 
contractual terms of the cross-currency swaps include break clauses every five years 
which allow for the interest rates to be reset (last reset November 2022).

The cross-currency swaps are recognised at fair value. The inclusion of credit risk on 
cross-currency swaps will cause ineffectiveness of the hedge relationship. The Group 
has considered and elected to apply credit/debit valuation adjustments, owing to the 
swaps’ relative materiality and longer-dated nature. 
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21 Financial instruments continued
(c) Foreign currency risk continued
The Group also hedges foreign currency intercompany loans where these exist. 
Forward foreign exchange contracts in relation to the hedging of the Group’s foreign 
currency intercompany loans are classified as fair value through profit and loss. 
The corresponding foreign exchange movement of the intercompany loan balance 
resulted in a £1.4m gain (last year: £0.6m loss) in the income statement. As at the 
balance sheet date, the gross notional value of intercompany loan hedges was 
£131.4m (last year: £114.5m).

After taking into account the hedging derivatives entered into by the Group, the 
currency and interest rate exposure of the Group’s borrowings and other financial 
liabilities, is set out below:

2026 2025

Fixed rate
£m

Floating rate
£m

Total
£m

Fixed rate
£m

Floating rate
£m

Total
£m

Currency

Sterling 2,824.7 388.4 3,213.1 2,725.3 — 2,725.3

Euro 137.6 — 137.6 117.7 — 117.7

Rupee 68.4 — 68.4 100.9 — 100.9

Other 0.3 — 0.3 0.6 — 0.6

3,031.0 388.4 3,419.4 2,944.5 — 2,944.5

As at the balance sheet date and excluding lease liabilities, post-hedging, the GBP 
and USD fixed rate borrowings are at an average rate of 6.0% (last year: 5.4%) and the 
weighted average time for which the rate is fixed is ten years (last year: five years).

(d) Interest rate risk
The Group is exposed to interest rate risk in relation to sterling, US dollar and euro 
variable rate financial assets and liabilities. 

The Group’s policy is to use derivative contracts where necessary to maintain a mix of 
fixed and floating rate instruments to manage this interest rate risk. The structure 
and maturity of these derivatives correspond to the underlying instruments and are 
accounted for as fair value or cash flow hedges as appropriate.

At the balance sheet date, fixed rate borrowings amounted to £3,031.0m (last year: 
£2,944.5m) representing the public bond issues and lease liabilities, amounting to 
89% (last year: 100%) of the Group’s gross borrowings.

The effective interest rates at the balance sheet date were as follows:
2026

%
2025

%

Committed and uncommitted borrowings N/A N/A

Medium-Term Notes 5.5% 5.4%

Other Loans 8.2% N/A

Leases 4.5% 5.7%
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21 Financial instruments continued
Derivative financial instruments
The below table illustrates the effects of hedge accounting on the consolidated statement of financial position and consolidated income statement through detailing 
separately by risk category and each type of hedge the details of the associated hedging instrument and hedged item.

29 March 2025

Current Non Current

Forward foreign
 exchange
 contracts

£m

Forward foreign
 exchange
 contracts

£m

Cross-currency
 swaps

£m

Forward foreign
 exchange
 contracts

£m

Interest 
rate swaps

£m

Hedging risk strategy Cash flow 
hedges

FVTPL Cash flow 
hedges

Cash flow 
hedges

Fair value 
hedges

Notional/currency legs 1,791.6 113.8 252.9 305.2 —

Carrying amount assets 7.2 — — 0.1 —

Carrying amount (liabilities) (24.6) (0.5) (10.5) (6.1) —

Maturity date to Oct 2025 to Dec 2025 to Dec 2037 to May 2026 —

Hedge ratio 100% N/A 100% 100% N/A

Description of hedged item Highly 
probable 

transactional 
FX exposures

Inter-
company 

loans/
deposits

USD fixed 
rate 

borrowing

Highly 
probable 

transactional 
FX exposures

GBP fixed 
rate 

borrowing

Change in fair value of hedging instrument 23.5 1.1 (8.5) 6.4 —

Change in fair value of hedged item used to determine hedge effectiveness (23.5) (1.7) 8.5 (6.4) —

Weighted average hedge rate for the year GBP/USD 
1.26; GBP/

EUR 1.15

— GBP/USD 
1.19

GBP/USD 
1.28; GBP/

EUR 1.16

—

Net amounts recognised within finance costs in profit and loss — (0.6) — — —

Balance on cash flow hedge reserve at 29 March 2025 11.6 — (8.1) 6.0 —

Balance on cost of hedging reserve at 29 March 2025 — — (9.6) — —
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21 Financial instruments continued
Derivative financial instruments continued

28 March 2026

Current Non Current

Forward foreign
 exchange
 contracts

£m

Forward foreign
 exchange
 contracts

£m

Cross-currency
 swaps

£m

Forward foreign
 exchange
 contracts

£m

Interest 
rate swaps

£m

Hedging risk strategy Cash flow 
hedges

FVTPL Cash flow 
hedges

Cash flow 
hedges

Fair value 
hedges

Notional/currency legs 1,744.3 131.4 252.9 270.1 300.0

Carrying amount assets 14.1 0.7 — 3.5 —

Carrying amount (liabilities) (19.0) (0.1) (15.2) (0.5) (8.4)

Maturity date to Sep 2026 to Jul 2026 to Dec 2037 to Jun 2027 to Aug 2032

Hedge ratio 100% N/A 100% 100% 100%

Description of hedged item Highly 
probable 

transactional 
FX exposures

Inter-
company 

loans/
deposits

USD fixed 
rate 

borrowing

Highly 
probable 

transactional 
FX exposures

GBP fixed 
rate 

borrowing

Change in fair value of hedging instrument 28.3 1.1 (4.5) 9.0 (8.4)

Change in fair value of hedged item used to determine hedge effectiveness (28.3) 0.3 4.5 (9.0) 8.5

Weighted average hedge rate for the year GBP/USD 
1.32; GBP/

EUR 1.13

— GBP/USD 
1.19

 GBP/USD 
1.35; GBP/

EUR 1.13

—

Amounts recognised within finance costs in profit and loss — 1.4 — — 0.1

Balance on cash flow hedge reserve at 28 March 2026 (27.3) — (18.9) 24.4 —

Balance on cost of hedging reserve at 28 March 2026 — — — — —
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21 Financial instruments continued
Derivative financial instruments continued

28 March 2026 29 March 2025

Notional Value Fair Value Notional Value Fair Value

Assets
£m

Liabilities
£m

Assets
£m

Liabilities
£m

Assets
£m

Liabilities
£m

Assets
£m

Liabilities
£m

Current
Forward foreign exchange contracts – cash flow hedges 1,093.5 650.8 14.1 (19.0) 596.6 1,195.0 7.2 (24.6)

– FVTPL 124.9 6.6 0.7 (0.1) 1.0 112.8 — (0.5)

1,218.4 657.4 14.8 (19.1) 597.6 1,307.8 7.2 (25.1)

Non-current
Cross-currency swaps – cash flow hedges — 252.9 — (15.2) — 252.9 — (10.5)

Forward foreign exchange contracts – cash flow hedges 235.3 34.8 3.5 (0.5) 67.5 237.7 0.1 (6.1)

Interest rate swaps – fair value hedges — 300.0 — (8.4) — — — —

235.3 587.7 3.5 (24.1) 67.5 490.6 0.1 (16.6)

The Group’s hedging reserves disclosed in the consolidated statement of changes in equity, relate to the following hedging instruments:
Cost of

 hedging
 CCIRS 1

£m

Deferred
 tax
£m

Total cost of
 hedging

£m

Hedge 
reserve FX

 derivatives
£m

Hedge 
reserve 

CCIRS
£m

Hedge 
reserve 

gilt locks
£m

Deferred 
 tax
£m

Total hedge 
reserve

£m

Opening balance at 31 March 2024 (7.4) 2.0 (5.4) 5.4 6.1 0.1 (3.2) 8.4

Add: Change in fair value of hedging instrument recognised in OCI2 — — — 29.9 (8.5) — — 21.4

Add: Costs of hedging deferred and recognised in OCI (2.2) — (2.2) — — — — —

Less: Reclassified to the cost of inventory and property, plant and equipment — — — (17.7) — — — (17.7)

Less: Reclassified from OCI to profit or loss — — — — (5.7) — — (5.7)

Less: Deferred tax — 0.6 0.6 — — — 1.1 1.1

Closing balance at 29 March 2025 (9.6) 2.6 (7.0) 17.6 (8.1) 0.1 (2.1) 7.5

Opening balance at 30 March 2025 (9.6) 2.6 (7.0) 17.6 (8.1) 0.1 (2.1) 7.5
Add: Change in fair value of hedging instrument recognised in OCI — — — 37.5 (4.5) — — 33.0
Add: Costs of hedging deferred and recognised in OCI 9.1 — 9.1 — — — — —
Less: Reclassified to the cost of inventory and property, plant and equipment — — — (58.0) — — — (58.0)
Less: Reclassified from OCI to profit or loss 0.5 — 0.5 — (6.3) — — (6.3)
Less: Deferred tax — (2.4) (2.4) — — — 7.8 7.8

Closing balance at 28 March 2026 — 0.2 0.2 (2.9) (18.9) 0.1 5.7 (16.0)

1	 Cross-currency interest rate swaps.
2	 Other comprehensive income.
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21 Financial instruments continued
Derivative financial instruments continued
The Group holds a number of cross-currency interest rate swaps to designate its USD 
to GBP fixed debt. These are reported as cash flow hedges. The ineffective portion 
recognised in profit or loss that arises from the cash flow hedge amounts to a £nil 
gain (last year: £nil gain) as the gain on the hedged items was £4.5m (last year: £8.5m 
loss) and the movement on the hedging instruments was a £4.5m loss (last year: 
£8.5m gain). 

The Group also holds a number of interest rate swaps to designate its GBP fixed debt to 
floating. These are reported as fair value hedges. The ineffective portion recognised 
in profit or loss that arises from the fair value hedge amounts to a £0.1m gain 
(last year: £nil) as the gain on the hedged item was £8.5m (last year: £nil) and the 
movement on the hedging instruments was a £8.4m loss (last year: £nil).

Movement in hedged items and hedging instruments
2026

£m
2025

£m

Net (loss)/gain in fair value of cross-currency interest rate swap (4.5) 8.5

Net gain/(loss) on hedged items – cash flow hedges 4.5 (8.5)

Net loss in fair value of interest rate swap (8.4) —

Net gain on hedged items – fair value hedges 8.5 —

Ineffectiveness 0.1 —

Sensitivity analysis 
The table below illustrates the estimated impact on the income statement and equity 
as a result of market movements in foreign exchange and interest rates in relation to 
the Group’s financial instruments. The directors consider that a 2% +/- (last year: 2%) 
movement in interest and a 20% +/- (last year: 20%) movement in sterling against the 
relevant currency represent reasonably possible changes. However, this analysis is 
for illustrative purposes only. The directors believe that these illustrative assumed 
movements continue to provide sufficient guidance.

The table excludes financial instruments that expose the Group to interest rate and 
foreign exchange risk where such a risk is fully hedged with another financial 
instrument. Also excluded are trade receivables and payables as these are either 
sterling denominated or the foreign exchange risk is hedged.

Interest rates The impact in the income statement due to changes in interest rates 
reflects the effect on the Group’s floating rate debt and cash balances as at the 
balance sheet date. The impact in equity reflects the fair value movement in relation 
to the Group’s cross-currency swaps.

Foreign exchange The impact from foreign exchange movements reflects the 
change in the fair value of the Group’s transactional foreign exchange cash flow 
hedges at the balance sheet date. The equity impact shown for foreign exchange 
sensitivity relates to derivatives. This value is expected to be materially offset by the 
re-translation of the related transactional exposures.

2% decrease in
 interest rates

£m

2% increase in
 interest rates

£m

20% weakening 
in sterling

£m

20% 
strengthening

 in sterling
£m

At 29 March 2025

Impact on income 
statement: (loss)/gain (18.1) 18.1 — —

Impact on other 
comprehensive income: 
(loss)/gain 0.2 (4.9) 337.7 (337.7)

At 28 March 2026

Impact on income 
statement: (loss)/gain (9.3) 9.3 — —

Impact on other 
comprehensive income: 
(loss)/gain 2.4 (2.0) 328.7 (328.7)

Offsetting of financial assets and liabilities
The following tables set out the financial assets and financial liabilities which are 
subject to offsetting, enforceable master netting arrangements and similar 
agreements. Amounts which are set off against financial assets and liabilities in the 
Group’s balance sheet are set out below. For trade and other receivables and trade 
and other payables, amounts not offset in the balance sheet, but which could be 
offset under certain circumstances, are also set out. To reconcile the amount shown 
in the tables below to the Statement of Financial Position, items which are not subject 
to offsetting should be included.
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21 Financial instruments continued
Offsetting of financial assets and liabilities continued

Gross 
financial 

assets/ 
(liabilities)

£m

Gross
 financial

 (liabilities)/
 assets set off

£m

Net financial
 assets/ 

(liabilities) 
per statement

 of financial
 position

£m

Related 
amounts not
 set off in the
 statement of

 financial 
position

£m
Net
£m

At 29 March 2025

Trade and other receivables 27.0 (24.3) 2.7 — 2.7

Derivative financial assets 7.3 — 7.3 (6.8) 0.5

34.3 (24.3) 10.0 (6.8) 3.2

Trade and other payables (416.3) 24.3 (392.0) — (392.0)

Derivative financial liabilities (41.7) — (41.7) 6.8 (34.9)

(458.0) 24.3 (433.7) 6.8 (426.9)

Gross 
financial 

assets/ 
(liabilities)

£m

Gross 
financial

 (liabilities)/ 
assets set off

£m

Net financial 
assets/ 

(liabilities) 
per statement 

of financial
 position

£m

Related 
amounts not
 set off in the
 statement of

 financial 
position

£m
Net
£m

At 28 March 2026

Trade and other receivables 38.8 (32.0) 6.8 — 6.8

Derivative financial assets 18.3 — 18.3 (15.8) 2.5

57.1 (32.0) 25.1 (15.8) 9.3

Trade and other payables (462.3) 32.0 (430.3) — (430.3)

Derivative financial liabilities (43.2) — (43.2) 15.8 (27.4)

(505.5) 32.0 (473.5) 15.8 (457.7)

Amounts which do not meet the criteria for offsetting on the balance sheet, but could be settled net in certain circumstances, principally relate to derivative transactions 
under International Swaps and Derivatives Association agreements where each party has the option to settle amounts on a net basis in the event of default of the other party.
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21 Financial instruments continued
Fair value hierarchy
The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation technique:

•	 Level 1: quoted (unadjusted) prices in active markets for identical assets and liabilities.

•	 Level 2: not traded in an active market but the fair values are based on quoted market prices or alternative pricing sources with reasonable levels of price transparency. The 
Group’s level 2 financial instruments include interest rate and foreign exchange derivatives. Fair value is calculated using discounted cash flow methodology, future cash 
flows are estimated based on forward exchange rates and interest rates (from observable market curves) and contract rates, discounted at a rate that reflects the credit risk 
of the various counterparties for those with a long maturity.

•	 Level 3: techniques that use inputs which have a significant effect on the recorded fair value that are not based on observable market data. 

At the end of the reporting period, the Group held the following financial instruments at fair value:
2026 2025

Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Level 1
£m

Level 2
£m

Level 3
£m

Total
£m

Assets measured at fair value

Financial assets at fair value through profit or loss (FVTPL)

– derivatives held at FVTPL — 0.7 — 0.7 — — — —

– other investments1 — 39.0 16.1 55.1 274.5 21.7 14.6 310.8

Derivatives used for hedging — 17.6 — 17.6 — 7.3 — 7.3

Liabilities measured at fair value

Financial liabilities at fair value through profit or loss

– derivatives held at FVTPL — (0.1) — (0.1) — (0.5) — (0.5)

– Gist contingent consideration2 — — — — — — (25.6) (25.6)

Derivatives used for hedging — (43.1) — (43.1) — (41.2) — (41.2)

There were no transfers between the levels of the fair value hierarchy during the period. There were also no changes made to any of the valuation techniques during the period.
1	� Within level 1 other investments is £nil (last year: £274.5m) of money market deposits held by various Group entities. Within Level 2 other investments the Group holds £26.1m of funding provided to 

Eurochange in respect of foreign exchange services (last year: £9.8m), and £12.9m of cash held in escrow and other short-term investments (last year: £12.0m). Within Level 3 other investments, the Group 
holds £16.1m of venture capital investments, managed by True Capital Limited, measured at FVTPL (last year: £11.6m) (see note 16) which are Level 3 instruments. The fair value of these investments has been 
determined in accordance with the International Private Equity and Venture Capital (IPEV) Valuation Guidelines. Where investments are either recently acquired or there have been recent funding rounds with 
third parties, the primary input when determining the valuation is the latest transaction price. 

2	� As part of the investment in Gist Limited, the Group agreed to pay the former owners of Gist Limited additional consideration of up to £25.0m plus interest when freehold properties were disposed of under 
certain conditions. There was no minimum amount payable. The Group had the ability to retain the properties should it wish to do so, in which case the full amount of £25.0m plus interest would be payable 
on the third anniversary of completion. The full amount was paid during the year and there is no further balance due.

The Marks & Spencer UK Pension Scheme holds a number of financial instruments which make up the pension asset of £5,142.9m (last year: £5,327.3m). Level 1 and Level 2 
financial assets measured at fair value through other comprehensive income amounted to £1,800.3m (last year: £1,789.2m). Additionally, the scheme assets include £3,342.6m 
(last year: £3,538.1m) of Level 3 financial assets. See note 11 for information on the Group’s retirement benefits.
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21 Financial instruments continued
Fair value hierarchy continued
The following table represents the changes in Level 3 instruments held by the 
Pension Schemes:

2026
£m

2025
£m

Opening balance 3,538.1 4,034.6

Fair value gain/(loss) recognised in other comprehensive income 183.9 53.8

Other movements recognised in profit or loss — (48.5)

Cash withdrawals (379.4) (501.8)

Closing balance 3,342.6 3,538.1

Fair value of financial instruments
With the exception of the Group’s fixed rate bond debt and the Partnership liability to 
the Marks & Spencer UK Pension Scheme (note 12), there were no material differences 
between the carrying value of non-derivative financial assets and financial liabilities 
and their fair values as at the balance sheet date.

The carrying value of the Group’s fixed rate bond debt (Level 1 equivalent) was £579.4m 
(last year: £717.1m); the fair value of this debt was £598.6m (last year: £727.7m) which 
has been calculated using quoted market prices and includes accrued interest. The 
carrying value of the Partnership liability to the Marks & Spencer UK Pension Scheme 
(Level 2 equivalent) is £nil (last year: £nil) and the fair value of this liability is £nil (last 
year: £nil).

Capital policy
The Group’s objectives when managing capital are to fund investment in the 
transformation and deliver financial performance at an investment grade level, to 
safeguard its ability to continue as a going concern in order to provide optimal 
returns for shareholders and to maintain an efficient capital structure to reduce the 
cost of capital.

In doing so, the Group’s strategy is to sustain a capital structure that supports an 
investment grade credit rating and to retain appropriate levels of liquidity headroom 
to ensure financial stability and flexibility. To achieve this strategy, the Group 
regularly monitors key credit metrics such as the gearing ratio, cash flow to net debt 
and fixed charge cover to maintain this position. In addition, the Group ensures a 
combination of appropriate committed short-term liquidity headroom with a diverse 
and balanced long-term debt maturity profile which avoids creating a significant 
re-financing risk in any one financial period. As at the balance sheet date, the Group’s 
average debt maturity profile was eight years (last year: five years). During the year 
Moody’s maintained its credit rating for M&S at Baa3. Standard and Poor’s maintained 
its rating at BBB-. Both agencies have a stable outlook for the rating.

To manage its capital structure, the Group considers the appropriate level of 
dividends paid to shareholders and options to return capital to shareholders, issue 
new shares or sell assets to reduce debt.

22 Provisions
Property

£m
Restructuring

£m
Other

£m
Total

£m

At 31 March 2024 110.0 30.5 11.2 151.7

Provided in the year – charged to 
profit or loss 22.0 16.8 8.4 47.2

Provided in the year – charged to 
property, plant & equipment 46.1 — — 46.1

Released in the year (38.6) (13.3) (5.5) (57.4)

Utilised during the year (6.5) (14.6) (1.6) (22.7)

Discount rate unwind 6.4 — — 6.4

At 29 March 2025 139.4 19.4 12.5 171.3

Analysed as:

Current 25.1

Non-current 146.2

Property
£m

Restructuring
£m

Other
£m

Total
£m

At 30 March 2025 139.4 19.4 12.5 171.3
Acquired through business 
combinations 20.7 — 13.0 33.7
Provided in the year – charged to 
profit or loss 43.4 5.8 15.7 64.9
Provided in the year – charged to 
property, plant & equipment 19.8 — — 19.8
Released in the year (39.0) (13.0) (8.9) (60.9)
Utilised during the year (6.2) (8.9) (5.5) (20.6)
Discount rate unwind 9.2 — — 9.2
Transfer — — (7.6) (7.6)

At 28 March 2026 187.3 3.3 19.2 209.8

Analysed as:

Current 42.1
Non-current 167.7
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22 Provisions continued
Property provisions relate primarily to obligations such as dilapidations, arising as a result of the closure of stores as part of the store estate strategic programme. 
These provisions are expected to be utilised over the period to the end of each specific lease (up to 10 years).

Restructuring provisions relate primarily to the retail store restructuring costs announced pre-year end. 

Other provisions relate primarily to corporate provisions in the normal course of business. 

Provisions related to adjusting items were £147.9m at 28 March 2026 (last year: £141.6m), with a net release in the year of £7.3m (last year: £12.8m release) (see note 5).

23 Deferred tax
Deferred tax is provided under the balance sheet liability method using the tax rate at which the balances are expected to unwind of 25% (last year: 25%) for UK differences 
and local tax rates for overseas differences. Details of the changes to the UK corporation tax rate and the impact on the Group are described in note 7.

The movements in deferred tax assets and liabilities (after the offsetting of balances within the same jurisdiction as permitted by IAS 12 – ‘Income Taxes’) during the year are 
shown below.

Deferred tax assets/(liabilities)
Land and

 buildings
 temporary

 differences
£m

Capital
 allowances in

 excess of
 depreciation

£m

Pension
 temporary

 differences
£m

IFRS 16
 adjustment

£m

Intangible 
fixed assets

£m
Losses

£m

Other
 short-term
 temporary

 differences
£m

Total UK
 deferred tax

£m

Overseas
 deferred tax

£m
Total

£m

At 31 March 2024 (Restated) (228.7) (80.1) (39.7) (14.8) — — 44.0 (319.3) 5.7 (313.6)

(Charged)/credited to income statement 5.5 (63.8) 0.3 (7.1) — — 5.2 (59.9) 2.9 (57.0)

(Charged)/credited to equity/other 
comprehensive income — — 70.2 — — — (4.1) 66.1 (0.5) 65.6

At 29 March 2025 (Restated) (223.2) (143.9) 30.8 (21.9) — — 45.1 (313.1) 8.1 (305.0)

Credited/(charged) to income statement 14.8 (93.9) 0.1 (3.6) 2.7 (1.6) (6.9) (88.4) 0.9 (87.5)
Credited/(charged) to equity/other 
comprehensive income — — (2.2) — — — (16.8) (19.0) (1.7) (20.7)
Movement arising from the acquisition 
of business combinations — (38.3) — (12.2) (69.8) 72.0 2.3 (46.0) — (46.0)

At 28 March 2026 (208.4) (276.1) 28.7 (37.7) (67.1) 70.4 23.7 (466.5) 7.3 (459.2)

Deferred tax has been restated in the comparative information. See Note 1 for further details.
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23 Deferred tax continued
Deferred tax assets/(liabilities) continued
The following is the analysis of the deferred tax balances after offset:

2026
£m

2025
(Restated)

£m

2024
(Restated)

£m

Deferred tax assets 13.3 13.9 11.7

Deferred tax liabilities (472.5) (318.9) (325.3)

Other short-term temporary differences included a deferred tax asset of £24.1m (last 
year: £40.9m) in respect of employee share options and a deferred tax liability £5.0m 
(last year: deferred tax asset £0.4m) in relation to financial instruments. 

The deferred tax liability on land and buildings temporary differences is reduced by 
the benefit of capital losses with a gross value of £154.8m (last year: £189.2m) and a 
tax value of £38.7m (last year: £47.3m). The gross carried forward capital losses are 
£396.1m (last year: £394.0m) with a tax value of £99.0m (last year: £98.5m) and are 
inclusive of the gross £154.8m of losses used to reduce the deferred tax liability on 
land and buildings.

Due to uncertainty over their future use, no benefit has been recognised in respect of 
trading losses carried forward in overseas jurisdictions with a gross value of £6.1m 
(last year: £5.6m) and a tax value of £1.6m (last year: £1.5m).

No deferred tax is recognised in respect of undistributed earnings of overseas 
subsidiaries and joint ventures with a gross value of £51.1m (last year: £50.0m) unless 
a material liability is expected to arise on distribution of these earnings under 
applicable tax legislation. There is a potential tax liability in respect of undistributed 
earnings of £4.7m (last year: £4.7m); however, this has not been recognised on the 
basis the distribution can be controlled by the Group, and it is probable that the 
temporary difference will not reverse in the foreseeable future.

24 Ordinary share capital
2026 2025

Ordinary shares 
of £0.01 each

Ordinary shares
of £0.01 each

Shares £m Shares £m

Issued and fully paid

At start of year 2,055,200,170 20.6 2,040,355,823 20.5

Shares issued in 
respect of employee 
share option schemes 10,308,429 0.1 14,844,347 0.1

At end of year 2,065,508,599 20.7 2,055,200,170 20.6

Issue of new shares
A total of 10,308,429 (last year: 14,844,347) ordinary shares having a nominal value of 
£0.1m (last year: £0.1m) were allotted during the year under the terms of the Company’s 
share schemes which are described in note 13 of the Group financial statements. 
The aggregate consideration received was £12.0m (last year: £15.8m).

25 Contingencies and commitments
A. Capital commitments

2026
£m

2025
£m

Commitments in respect of properties in the course 
of construction 495.7 359.7

Software capital commitments 17.5 9.2

513.2 368.9

During 2021/22, the Group committed to invest up to £25.0m, over a three-year 
period to 2024/25, in an innovation and consumer growth fund managed by True 
Capital Limited. This period was extended to 2026/27 during the year 2023/24. The 
fund can drawdown amounts at any time over the five-year period to make specific 
investments. At 28 March 2026, the Group had invested £17.7m (last year: £12.9m) of 
this commitment, which is held as a non-current other investment and measured at 
fair value through profit or loss (see note 16).

B. Other material contracts 
See note 12 for details on the Partnership arrangement with the Marks & Spencer UK 
Pension Scheme.
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26 Analysis of cash flows given in the statement of cash flows
Cash flows from operating activities

2026
£m

2025
£m

Profit on ordinary activities after taxation 236.2 291.9

Income tax expense 128.4 219.9

Finance costs 217.1 177.2

Finance income (45.0) (64.7)

Operating profit 536.7 624.3

Share of results of Ocado Retail Limited — 28.7

Share of results in other joint ventures (0.4) (0.5)

Increase in inventories (79.3) (73.3)

Decrease/(Increase) in receivables 39.0 (33.7)

(Decrease)/Increase in payables (113.6) 68.4

Depreciation, amortisation, impairments and disposals 650.7 542.6

Non-cash share-based payment expense 38.8 52.4

Non-cash pension expense 5.5 5.6

Defined benefit pension funding (45.3) (0.4)

Adjusting items net cash outflows1,2 (130.7) (25.6)

Adjusting items M&S Bank3 — (27.4)

Adjusting items within operating profit 281.7 360.2

Cash generated from operations 1,183.1 1,521.3

1	 Excludes £23.5m (last year: £19.0m) of surrender payments included within repayment of lease liabilities in the consolidated statement of cash flows relating to leases within the store estate programme.
2	� Adjusting items net cash outflows relate to costs associated with the cyber incident, to strategic programme costs associated with the Store estate, Digital and Technology transformation, and UK logistics.
3	 Last year end adjusting items M&S Bank relates to one-off fees paid to M&S Bank under the new Relationship Agreement which will be recognised as a reduction to income over the term of the contract.
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27 Analysis of net debt
A. Reconciliation of movement in net debt

At 
31 March 

2024 
£m

 Cash flows
 excluding

 interest
£m

Cash flows
relating to

interest 
£m

Changes 
in fair

values
£m

Acquired 
through 

business 
combination

£m

Lease
 additions and

 remeasure-
ments 

£m

Exchange 
and other
 non-cash 

movements
£m

At 
29 March

2025
(Restated) 1

£m

Net debt

Cash and cash equivalents (see note 18) 1,022.4 (50.2) (106.5) — — — (1.2) 864.5

Net cash per statement of cash flows 1,022.4 (50.2) (106.5) — — — (1.2) 864.5

Other financial assets (see note 16) 12.3 287.0 — — — — — 299.3

Liabilities from financing activities

Medium-Term Notes (see note 20) (921.7) 187.8 45.6 — — — (28.8) (717.1)

Lease liabilities (see note 20) (2,211.5) 258.6 103.4 — — (261.0) (116.9) (2,227.4)

Partnership liability to the Marks & Spencer UK Pension Scheme (see note 12) (81.9) 40.0 0.5 — — — 41.4 —

Derivatives held to hedge Medium-Term Notes (21.6) — — 11.1 — — — (10.5)

Liabilities from financing activities (3,236.7) 486.4 149.5 11.1 — (261.0) (104.3) (2,955.0)

Less: Cash flows related to interest and derivative instruments 36.2 — (43.0) (11.1) — — 29.3 11.4

Net debt (2,165.8) 723.2 — — — (261.0) (76.2) (1,779.8)

1	 Due to a change in the Group’s definition of net debt, the comparative amounts have been restated. See the Glossary for more information.
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27 Analysis of net debt continued 
A. Reconciliation of movement in net debt continued

At 
30 March 

2025 
(Restated)

£m

 Cash flows
 excluding

 interest
£m

Cash flows
relating to

interest 1
£m

Changes 
in fair 

values
£m

Acquired 
through 

business 
combination

£m

Lease
 additions and

 remeasure-
ments 

£m

Exchange 
and other
 non-cash 

movements
£m

At 
28 March

2026
£m

Net debt

Cash and cash equivalents (see note 18) 864.5 214.8 (147.8) — 68.2 — (2.5) 997.2

Net cash per statement of cash flows 864.5 214.8 (147.8) — 68.2 — (2.5) 997.2

Other financial assets (see note 16)1 299.3 (260.3) — — — — — 39.0

Liabilities from financing activities

Medium-Term Notes (see note 20) (717.1) 108.0 45.7 — — — (16.0) (579.4)

Other loans (see note 20) — — — — (90.0) — — (90.0)

Lease liabilities (see note 20) (2,227.4) 317.5 136.0 — (333.8) (489.3) (153.0) (2,750.0)

Derivatives held to hedge Medium-Term Notes (10.5) — — 4.5 — — (9.2) (15.2)

Liabilities from financing activities (2,955.0) 425.5 181.7 4.5 (423.8) (489.3) (178.2) (3,434.6)

Less: Cash flows related to interest and derivative instruments 11.4 — (33.9) (4.5) — — 13.6 (13.4)

Net debt (1,779.8) 380.0 — — (355.6) (489.3) (167.1) (2,411.8)

1	� Includes other financial assets that contractually mature within 12 months of £26.1m (last year £9.8m).

B. Reconciliation of net debt to statement of financial position

2026
£m

2025
(Restated) 1

£m

Statement of financial position and related notes

Cash and cash equivalents (see note 18) 997.2 864.5

Other financial assets (see note 16) 39.0 299.3

Medium-Term Notes – excluding impact of foreign exchange (see note 20) (616.2) (738.3)

Lease liabilities (see note 20) (2,750.0) (2,227.4)

Other loans (90.0) —

 (2,420.0) (1,801.9)

Interest payable included within related borrowing and the Partnership liability to the Marks & Spencer UK Pension Scheme 8.2 22.1

Net debt (2,411.8) (1,779.8)

1	 Due to a change in the Group’s definition of net debt, the comparative amounts have been restated. See the Glossary for more information.
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28 Related party transactions
A. Subsidiaries
Transactions between the Company and its subsidiaries, which are related parties, 
have been eliminated on consolidation and are not disclosed in this note. Transactions 
between the Company and its subsidiaries are disclosed in the Company’s separate 
financial statements. All transactions are made on an arm’s length basis.

B. Joint ventures and associates
Ocado Group
The following transactions were carried out with Ocado Group on behalf of Ocado 
Retail limited, a subsidiary of the group:

Loan from Ocado Group to Ocado Retail Limited
2026

£m
2025

£m

Opening balance — —

Loan acquired on consolidation of Ocado Retail Limited 100.9 —

Interest charged 7.6 —

Closing balance 108.5 —

The loan matures during 2039/40 and accrues interest at Sterling Overnight Index 
Average (SONIA) plus an applicable margin.

Management fees 
2026

£m
2025

£m

Management fees 203.3 —

Included within trade and other receivables is a balance of £14.0m (last year: £nil) 
owed by Ocado Group. Included within trade and other payables is a balance of 
£65.0m (last year: £nil) owed to Ocado Group.

Ocado Retail Limited
The following transactions were carried out with Ocado Retail Limited in prior periods 
when the company was an associate of the Group:

Loan to Ocado Retail Limited
2026

£m
2025

£m

Opening balance — 92.2

Interest charged — 8.5

Closing balance — 100.7

The loan matures during 2039/40 and accrues interest at Sterling Overnight Index 
Average (SONIA) plus an applicable margin.

Sales and purchases of goods and services
2026

£m
2025

£m

Sales of goods and services — 62.2

Nobody’s Child Limited
Nobody’s Child Limited became an associate of the Group in November 2021.

During the year, the Group made purchases of goods amounting to £8.9m (last year: £9.7m)

At 28 March 2026, there was a balance of £nil included within other financial assets 
(last year: £3.0m) owed from Nobody’s Child Limited, since the conversion of the 
convertible loan note in April 2025.

C. Marks & Spencer UK Pension Scheme
Details of other transactions and balances held with the Marks & Spencer UK Pension 
Scheme are set out in notes 11 and 12.

D. Key management compensation
The Group has determined that the key management personnel constitute the Board 
and the members of the Executive Committee.

2026
£m

2025
£m

Salaries and short-term benefits 8.5 14.9

Pension costs 0.5 0.4

Share-based payments 9.7 20.9

Total 18.7 36.2
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29 Business combination
On 6 April 2025, in line with expectations, the Group obtained control of Ocado Retail 
Limited. There was no change in economic interest of both shareholders in Ocado 
Retail Limited, nor any consideration paid by the Group, as a result of this change. 

The Group has gained control of an investment previously accounted for as an 
associate, which has been accounted for as a business combination using the 
acquisition method of accounting, at the ‘consolidation date’, in accordance with 
IFRS 3: Business Combinations and consequently the Ocado Retail Limited assets 
acquired, and liabilities assumed, have been recorded by the Group at fair value.

As at
6 April 2025

£m

Fair value of identifiable net assets
Intangible assets: brand 228.7
Intangible assets: customer relationships 50.4
Intangible assets: other 12.9
Property, plant and equipment – owned 234.8
Property, plant and equipment – right-of-use assets1 333.0
Inventories 85.7
Trade and other receivables2 116.7
Cash and cash equivalents 68.2
Trade and other payables (261.6)
Borrowings and other financial liabilities1 (422.8)
Provisions (33.8)
Deferred tax liabilities (46.0)

366.2

Goodwill
Fair value of pre-existing interest in Ocado Retail Limited 385.0
Fair value of identifiable net assets (366.2)
Non-controlling interest, based on their proportionate share of the 
acquired net assets 177.3
Loss on settlement of pre-existing relationship (17.7)
Settlement of pre-existing relationship 106.1

284.5

1	� The Group measured the acquired lease liabilities using the present value of the remaining lease 
payments at the date of acquisition. The right-of-use assets were measured at an amount equal to 
the lease liabilities and adjusted to reflect the favourable or unfavourable terms of the lease 
relative to market terms.

2	� The fair value of trade and other receivables is considered equivalent to the gross contractual 
amount and the Group expects to collect substantially all of these.

Net cash inflow arising on acquisition relates to cash and cash equivalents acquired.

The goodwill primarily reflects the value of future new customers. None of the 
goodwill is expected to be deductible for tax purposes.

See note 2 for the contribution Ocado Retail Limited has made to the Group since the 
acquisition date. If the acquisition had occurred on 30 March 2025, Group revenue 
and profit would not be materially different.

Settlement of pre-existing relationships
At the consolidation date, the Group and Ocado Retail Limited had two pre-existing 
relationships: a long-term supply contract under which the Group supplied Ocado 
Retail Limited with certain products at agreed contract rates; and a shareholder loan 
provided by the Group to Ocado Retail Limited (see note 28).

These pre-existing relationships were effectively settled at the consolidation date 
and were accounted for separately from the business combination under IFRS 3. 
Any pre-existing balances were eliminated on consolidation, with the balances 
derecognised from the Group’s balance sheet and excluded from the fair value of 
Ocado Retail Limited’s net assets acquired. 

The long-term supply contract was effectively terminated at the consolidation date. 
The Group has attributed £17.7m of the notional consideration to the settlement of 
that pre-existing relationship. The fair value of the settlement has been determined 
based on an assessment of the difference between current market rates and the 
rates previously agreed in the lower cost legacy supply contract. The charge has been 
recognised within adjusting items (see note 5).

30 Contingent assets 
As at 28 March 2026, the Company has no contingent assets. Previously, the Group 
was seeking damages from an independent third party following their involvement in 
anti-competitive behaviour that adversely impacted the Group. The Group expected to 
receive an amount from the claim (either in settlement or from the legal proceedings), 
a position that was reinforced by court judgements in similar claims. Last year, net 
income of £20.5m was recognised in settlement of the damages action (see note 5).
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31 Contingent liabilities
The Group is, from time to time, subject to various claims, legal proceedings or fines. 
We would not, ordinarily, expect any such matter to have a material adverse effect on 
the Group’s financial position or performance and, accordingly, no provision has been 
made as at year end.

On 22 April 2025, M&S announced it had been managing a cyber incident. The Group 
engaged external cyber security experts and the relevant authorities, including 
reporting to the National Cyber Security Centre and the UK’s Information Commissioner’s 
Office. As at 19 May 2026 M&S continues to cooperate with the investigations of the 
ICO and other relevant regulators.

32 Subsequent events
Subsequent to the balance sheet date, the Group has monitored trade performance, 
internal actions, as well as other relevant external factors (such as changes in any of 
the Government restrictions). No material changes in key estimates and judgements 
have been identified as adjusting post balance sheet events. There have been no 
material non-adjusting events since 28 March 2026.
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COMPANY STATEMENT OF FINANCIAL POSITION

Notes

As at 
28 March 

2026
£m

As at 
29 March 

2025
£m

Assets

Non-current assets

Investments in subsidiary undertakings C6 9,870.6 9,830.7

Total assets 9,870.6 9,830.7

Liabilities

Current liabilities

Amounts owed to subsidiary undertakings 2,447.9 2,462.7

Total liabilities 2,447.9 2,462.7

Net assets 7,422.7 7,368.0

Equity

Ordinary share capital C7 20.7 20.6

Share premium account C7 994.6 982.7

Capital redemption reserve 2,680.4 2,680.4

Merger reserve C7 1,397.3 1,397.3

Retained earnings 2,329.7 2,287.0

Total equity 7,422.7 7,368.0

The Company’s profit for the year was £79.8m (last year: loss of £151.3m).

The financial statements were approved by the Board and authorised for issue on 19 May 2026. The financial statements also comprise the notes C1 to C7.

Stuart Machin 			   Alison Dolan
Chief Executive Officer 		  Chief Financial Officer

Registered number: 04256886
Marks and Spencer Group plc
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COMPANY STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Ordinary
share

capital
£m

Share
premium

account
£m

Capital
redemption

reserve
£m

Merger
reserve

£m

Retained
earnings

£m
Total

£m

At 31 March 2024 20.5 967.0 2,680.4 1,397.3 2,455.8 7,521.0

Loss for the year — — — — (151.3) (151.3)

Dividends — — — — (60.5) (60.5)

Capital contribution for share-based payments — — — — 43.0 43.0

Shares issued on exercise of employee share options 0.1 15.7 — — — 15.8

At 29 March 2025 20.6 982.7 2,680.4 1,397.3 2,287.0 7,368.0

At 30 March 2025 20.6 982.7 2,680.4 1,397.3 2,287.0 7,368.0

Profit for the year — — — — 79.8 79.8

Dividends — — — — (77.0) (77.0)

Capital contribution for share-based payments — — — — 39.9 39.9

Shares issued on exercise of employee share options 0.1 11.9 — — — 12.0

At 28 March 2026 20.7 994.6 2,680.4 1,397.3 2,329.7 7,422.7

COMPANY STATEMENT OF CASH FLOWS

52 weeks
 ended 

28 March 
2026

£m

52 weeks
 ended 

29 March 
2025

£m

Cash flow from investing activities

Dividends received 79.8 65.6

Net cash generated from investing activities 79.8 65.6

Cash flows from financing activities

Shares issued on exercise of employee share options 12.0 15.8

Repayment of intercompany loan (14.8) (20.9)

Equity dividends paid (77.0) (60.5)

Net cash used in financing activities (79.8) (65.6)

Net cash inflow from activities — —

Cash and cash equivalents at beginning and end of year — —
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

C1 Accounting policies
General information 
Marks and Spencer Group plc (the Company) is a public limited company domiciled 
and incorporated in England and Wales under the Companies Act 2006. The address 
of the Company’s registered office is Waterside House, 35 North Wharf Road, London 
W2 1NW, United Kingdom.

The principal activities of the Company and the nature of the Company’s operations 
is as a holding entity.

These financial statements are presented in sterling, which is the Company’s 
functional currency, and are rounded to the nearest hundred thousand. 

The Company’s accounting policies are the same as those set out in note 1 of the 
Group financial statements, except as noted below.

Investments in subsidiaries are stated at cost less provisions for impairment, where 
appropriate. The Company grants share-based payments to the employees of 
subsidiary companies. Each period, the fair value of the employee services received 
by the subsidiary as a capital contribution from the Company is reflected as an 
addition to investments in subsidiaries.

Loans from other Group undertakings and all other payables are initially recorded at 
fair value, which is generally the proceeds received. They are then subsequently carried 
at amortised cost. The loans are non-interest bearing and repayable on demand.

In accordance with the exemption allowed by Section 408(3) of the Companies Act 
2006, the Company has not presented its own income statement or statement of 
comprehensive income.

Key sources of estimation uncertainty
Impairment of investments in subsidiary undertakings 
The carrying value of the investment in subsidiary undertakings is reviewed for 
impairment or impairment reversal on an annual basis. The recoverable amount is 
determined based on value in use which requires the determination of appropriate 
assumptions (which are sources of estimation uncertainty) in relation to the cash 
flows over the three-year strategic plan period, the long-term growth rate to be 
applied beyond this three-year period and the risk-adjusted pre-tax discount rate 
used to discount the assumed cash flows to present value.

Estimation uncertainty arises due to changing economic and market factors, the 
channel shift from stores to online, increasing technological advancement and the 
Group’s ongoing strategic transformation programmes. See note C6 for further 
details on the assumptions and associated sensitivities.

The Company’s financial risk is managed as part of the Group’s strategy and policies 
as discussed in note 21 of the Group financial statements.

C2 Employees
The Company had no employees during the current or prior year. Directors received 
emoluments in respect of their services to the Company during the year of £1,353,063 
(last year: £1,341,240). The Company did not operate any pension schemes during the 
current or preceding year. For further information see the Remuneration Report.

C3 Auditor’s remuneration
Auditor’s remuneration in respect of the Company’s annual audit has been borne by 
its subsidiary Marks and Spencer plc and has been disclosed on a consolidated basis 
in the Company’s consolidated financial statements as required by Section 494(4)(a) 
of the Companies Act 2006.

C4 Dividends
2026 

per share
2025

per share
2026 

£m
2025 

£m

Dividends on equity ordinary shares

Paid final dividend 2.6p 2.0p 52.4 40.2

Paid interim dividend 1.2p 1.0p 24.6 20.3

3.8p 3.0p 77.0 60.5

The directors have approved a final dividend of 3.0p per share (last year: 2.6p per 
share), which, in line with the requirements of IAS 10 Events after the Reporting Period, 
has not been recognised within these results. This final dividend of c.£62.0m (last 
year: £52.4m) will be paid on 10 July 2026 to shareholders whose names are on the 
Register of Members at the close of business on 5 June 2026. The ordinary shares will 
be quoted ex dividend on 4 June 2026.

A dividend reinvestment plan (DRIP) is available to shareholders who would prefer to 
invest their dividends in the shares of the Company. For those shareholders electing 
to receive the DRIP, the last date for receipt of a new election is 19 June 2026.

C5 Related party transactions
During the year, the Company received a dividend of £79.8m (last year: £65.6m) and 
decreased its loan from Marks and Spencer plc by £14.8m (last year: £20.9m). The 
outstanding balance was £2,447.9m (last year: £2,462.7m) and is non-interest bearing. 
There were no other related party transactions.

Marks and Spencer Group plc Annual Report and Financial Statements 2026176

STRATEGIC REPORT GOVERNANCE FINANCIAL STATEMENTS



NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C6 Investments
A. Investments in subsidiary undertakings

2026 2025
£m £m

Beginning of the year 9,830.7 10,004.6

Contributions to subsidiary undertakings relating to 
share‑based payments 39.9 43.0

Impairment charge — (216.9)

End of year 9,870.6 9,830.7

Shares in subsidiary undertakings represent the Company’s investment in Marks and 
Spencer plc, Marks and Spencer Holdings Limited and Marks and Spencer (A2B) Limited.

Impairment of investments in subsidiary undertakings
Investment in Marks and Spencer plc
The Company evaluates its investments in subsidiary undertakings annually for any 
indicators of impairment or impairment reversal. The Company considers the relationship 
between its market capitalisation and the carrying value of its investments, among 
other factors, when reviewing for indicators of impairment. As at 28 March 2026, the 
market capitalisation of the Group was below the carrying value of its investment in 
Marks and Spencer plc of £9,478.4m, indicating a potential impairment, despite 
strong Group performance. 

The recoverable amount of the investment in Marks and Spencer plc has been 
determined based on a value in use calculation. The Company has updated its 
assumptions as at 28 March 2026, reflecting the latest budget and forecast cash 
flows covering a three-year period. The pre-tax discount rate of 12.1% (last year: 13.5%) 
was derived from the Group’s weighted average cost of capital, the inputs of which 
include a country risk-free rate, equity risk premium, Group size premium and a risk 
adjustment (beta). The long-term growth rate of 2.0% (last year: 2.0%), was based on 
inflation forecasts by recognised bodies with reference to rates used within the 
retail industry. 

The outcome of the value in use calculation supports the carrying value of the 
investment in subsidiary undertakings, with a headroom of £5,213.3m. The Company 
has determined that the recoverable amount of its investment in Marks and Spencer plc 
is £12,241.7m and as a result no impairment has been recognised. 

Sensitivity analysis 
As disclosed in the accounting policies note C1, the cash flows used within the value in 
use model, the long-term growth rate and the discount rate are sources of estimation 
uncertainty. Management has performed a sensitivity analysis on the key assumptions 
and using reasonably possible changes would result in the following impacts: 

Sensitivity area Sensitivity tested Headroom Reduction in headroom

Cash flows 10% reduction £3,806.8m £1,406.5m

Long-term growth rate 50 basis point decrease £4,651.1m £562.2m

Discount rate 250 basis point increase £2,498.8m £2,714.5m

In the event that all three were to happen simultaneously, the resulting headroom 
would be £1,048.2m. 
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C6 Investments continued
A. Investments in subsidiary undertakings continued
Investment in Marks and Spencer Holdings Limited 
Marks and Spencer Holdings Limited holds the investment in Ocado Retail Limited. 
In the prior year, the impairment of Ocado Retail Limited recognised in the Group 
financial statements (see note 5) was considered to be an indicator of impairment for 
the Company’s investment in Marks and Spencer Holdings Limited.

Accordingly, in the prior year the recoverable amount of the investment in Marks and 
Spencer Holdings Limited was assessed based on the fair value of the subsidiary, 
determined with reference to its net asset value and adjusted to reflect the impairment 
recognised in respect of its investment in Ocado Retail Limited. The recoverable 
amount was determined to be £389.4m and, as a result, an impairment of £216.9m 
was recognised in the prior year. 

In the current year, no indicators of impairment have been identified in respect of the 
investment in Marks and Spencer Holdings Limited and, accordingly, no further 
impairment has been recognised.

B. Related undertakings
In accordance with Section 409 of the Companies Act 2006, a full list of related 
undertakings, the country of incorporation and the effective percentage of equity 
owned, as at 28 March 2026 is disclosed below. All undertakings are indirectly owned 
by the Company unless otherwise stated and are consolidated within the financial 
statements of the Group.

Subsidiary and other related undertakings registered in the UK(i)

Name Share class

Proportion of
 shares held

(%)

Founders Factory Retail Limited

Registered office: Founders Factory 
(Level 7) Arundel Street Building, 
180 Strand, 2 Arundel Street, London 
WC2R 3DA

£0.0001 ordinary

(25.001% of total capital)
0.004

£0.0001 preferred 

(74.999% of total capital)
100

Hedge End Park Limited 

Registered office: 33 Charterhouse 
Street, London EC1M 6HA

£1 ordinary A

(50% of total capital)
—

£1 ordinary B

(50% of total capital)
100

Marks and Spencer Pension Trust 
Limited(ii)(iii)

£1 ordinary A 100

£1 ordinary B —

£1 ordinary C —

Name Share class

Proportion of
 shares held

(%)

Marks and Spencer plc(iii) £0.25 ordinary 100

Marks and Spencer Scottish Limited 
Partnership(iv)

Registered office: 75-85 High Street, 
Perth PH1 5TJ

Partnership interest 100

Ocado Retail Limited

Registered office: Apollo Court 2 Bishop 
Square, Hatfield Business Park, Hatfield, 
Hertfordshire AL10 9NE

£0.01 ordinary 50

Amethyst Leasing (Holdings) Limited(v) £1 ordinary 100

M & S Limited(v) £1 ordinary 100

Marks and Spencer Pearl (1) Limited(v) £1 ordinary 100

Manford (Textiles) Limited(v) £1 ordinary 100

Marks and Sparks Limited(v) £1 ordinary 100

Marks and Spencer (Northern Ireland) 
Limited(v)

Registered office: Merchant Square, 
20-22 Wellington Place, Belfast BT1 6GE

£1 ordinary 100

Marks and Spencer Property 
Developments Limited £1 ordinary 100

Nobody’s Child Limited

Registered office: Ground Floor, 10-14 
White Lion Street, London N1 9PD

£0.01 ordinary

(65.987% of total capital)
—

£0.01 Preference

(34.013% of total capital) 
100

St. Michael (Textiles) Limited(v) £1 ordinary 100

Marks & Spencer Outlet Limited(v) £1 ordinary 100
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C6 Investments continued
B. Related undertakings continued
UK registered subsidiaries exempt from audit
The following UK subsidiaries will take advantage of the audit exemption set out 
within Section 479A of the Companies Act 2006 for the year ended 28 March 2026. 
Unless otherwise stated, the undertakings listed below are registered at Waterside 
House, 35 North Wharf Road, London, W2 1NW, United Kingdom, and have a single 
class of ordinary share with a nominal value of £1. All undertakings are indirectly 
owned by the Company unless otherwise stated.

Name

Proportion of 
shares held 
(%)

Company 
Number

Amethyst Leasing (Properties) Limited 100 4246934

Busyexport Limited 100 4411320

Marks and Spencer (Initial LP) Limited(iii)

Registered office: 2 Semple Street, Edinburgh EH3 8BL 
100 SC315365

Marks and Spencer (Property Ventures) Limited 100 5502513

Marks and Spencer 2005 (Brooklands Store) Limited 100 5502608

Marks and Spencer 2005 (Chester Store) Limited 100 5502542

Marks and Spencer 2005 (Fife Road Kingston Store) 
Limited 100 5502598

Marks and Spencer 2005 (Glasgow Sauchiehall Store) 
Limited 100 5502546

Marks and Spencer 2005 (Hedge End Store) Limited 100 5502538

Marks and Spencer 2005 (Kensington Store) Limited 100 5502478

Marks and Spencer 2005 (Kingston-on-Thames Satellite 
Store) Limited 100 5502523

Marks and Spencer 2005 (Kingston-on-Thames Store) 
Limited 100 5502520

Marks & Spencer Simply Foods Limited 100 4739922

Marks and Spencer (Property Investments) Limited 100 5502582

Marks and Spencer Chester Limited 100 5174129

Marks and Spencer France Limited 100 5502548

Marks and Spencer International Holdings Limited 100 2615081

Marks and Spencer (Investment Holdings) Limited 100 13587353

Marks and Spencer (A2B) Limited(iii) 100 14228803

Name

Proportion of 
shares held 
(%)

Company 
Number

Marks & Spencer Company Archive CIC(vi) N/A 7377510

Marks and Spencer 2005 (Parman House Kingston Store) 
Limited 100 5502588

Marks and Spencer 2005 (Pudsey Store) Limited 100 5502544

Marks and Spencer 2005 (Warrington Gemini Store) 
Limited 100 5502502

Marks and Spencer Holdings Limited(iii) 100 11845975

Marks and Spencer Investments 100 4903061

Marks and Spencer Property Holdings Limited 100 2100781

Ruby Properties (Cumbernauld) Limited 100 4922798

Ruby Properties (Thorncliffe) Limited 100 4716110

Ruby Properties (Tunbridge) Limited 100 4716032

Simply Food (Property Investments) 100 5502543

Simply Food (Property Ventures) Limited 100 2239799

Marks and Spencer (Bradford) Limited 100 10011863

Marks and Spencer (Jaeger) Limited 100 13098074

Marks and Spencer Pearl (Daventry) Limited 100 14267865

Gist Limited 100 502669

St. Michael Finance Limited 100 1339700

The Sports Edit Limited(vii) 100 9331295

The Company will guarantee the debts and liabilities of the above UK subsidiary 
undertakings at the balance sheet date of £123.8m in accordance with Section 479C 
of the Companies Act 2006. The Company has assessed the probability of loss under 
the guarantee as remote.
(i)	� All companies registered at Waterside House, 35 North Wharf Road, London, W2 1NW, 

United Kingdom, unless otherwise stated.
(ii)	� In accordance with the Articles of Association of Marks and Spencer Pension Trust Limited, 

the holders of B and C ordinary shares are both directors of that company.
(iii)	 Interest held directly by Marks and Spencer Group plc.
(iv)	� Marks and Spencer (Initial LP) Limited and Marks and Spencer Pension Trust Limited are the limited 

partners; Marks and Spencer plc is the General Partner.
(v)	 Dormant entities.
(vi)	� No share capital, as the company is limited by guarantee. Marks and Spencer plc is the sole member.
(vii)	Share capital made up of £0.01 ordinary shares.
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C6 Investments continued
B. Related undertakings continued
International subsidiary undertakings(i)

Name Registered address Country Share class

Proportion
 of shares 

held by
 subsidiary

 (%)

Marks and Spencer 
(Australia) Pty 
Limited(ii)

Minter Ellison,
Governor Macquarie 
Tower, Level 40,
1 Farrer Place,
Sydney NSW 2000,
Australia

Australia AUD 2 
ordinary 100

Marks and Spencer 
(Shanghai) Limited

Unit 03-05A 16/F, 
Eco City 1788,
1788 West Nan Jing 
Road, Shanghai, China

China USD NPV 100

Marks and Spencer 
Czech Republic a.s.

Václavské náměstí 
793/36
Nové Město, 110 00 
Prague 1, Czech 
Republic

Czech 
Republic

CZK 1,000 
ordinary

CZK 100,000 
ordinary

CZK 1,000,000 
ordinary

100

 
100

 
100

Marks and Spencer 
Services S.R.O.

Václavské náměstí 
793/36
Nové Město, 110 00 
Prague 1, Czech 
Republic

Czech 
Republic CZK NPV 100

Marks and Spencer 
Greece Single 
Member SA(iii)

33-35 Ermou Street, 
Athens 10563, Greece Greece

€3 ordinary

€3 preference

100

100

Ignazia Limited 

Heritage Hall, 
Le Marchant Street, 
St Peter Port GY1 4JH, 
Guernsey

Guernsey £1 ordinary 100

Teranis Limited

Heritage Hall, 
Le Marchant Street, 
St Peter Port GY1 4JH, 
Guernsey

Guernsey £1 ordinary 100

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

Name Registered address Country Share class

Proportion
 of shares 

held by
 subsidiary

 (%)

M.S. General 
Insurance L.P.

Heritage Hall, 
Le Marchant Street, 
St Peter Port GY1 4JH, 
Guernsey

Guernsey Partnership 
interest 100

Marks and Spencer 
(Hong Kong) 
Investments Limited

Suites 807-13, 8/F, 
South Tower, World 
Finance Centre, 
Harbour City, 
Kowloon, Hong Kong

Hong Kong No Par Value 
ordinary 100

Marks and Spencer 
(India) pvt Limited

Plot No 64, 2nd Floor, 
Holly Hocks, Sector 
44, Gurgaon – 122 002, 
Haryana, India 

India INR 10 
ordinary 100

Marks and Spencer 
Reliance India pvt Ltd

4th Floor, Court 
House, Lokmanya 
Tilak Marg, Dhobi 
Talao, Mumbai, 
400 002, India

India

INR 10 Class A
(14.619% of 
total capital)

INR 10 Class B
(43.544% of 
total capital)

INR 5 Class C(iv)

(41.837% of 
total capital)

51

 
100

 
—

Marks and Spencer 
(Ireland) Limited

24/27 Mary Street, 
Co. Dublin, Dublin 1 
D01 YE83, Ireland

Ireland €1.25 ordinary 100

Marks and Spencer 
Pensions Trust 
(Ireland) Company 
Limited By Guarantee

24/27 Mary St., Dublin 
1, Dublin D01 YE83, 
Ireland

Ireland N/A(v) —

Marks and Spencer 
(Nederland) B.V.

Basisweg 10, 
1043 AP,
Amsterdam,
Netherlands

Netherlands €450 ordinary 100

Marks and Spencer 
B.V.

Basisweg 10, 
1043 AP,
Amsterdam,
Netherlands

Netherlands €100 ordinary 100
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Name Registered address Country Share class

Proportion
 of shares 

held by
 subsidiary

 (%)

Marks & Spencer 
(Portugal) Lda.

Avenida da Liberdade 
249, 8º, 1250-143, 
Lisbon, Portugal

Portugal €1 ordinary 100

Marks and Spencer 
(Singapore) 
Investments Pte. Ltd.

77 Robinson Road, 
#13-00 Robinson 77, 
Singapore 068896, 
Singapore

Singapore SGD NPV 100

Marks and Spencer 
(SA) (Pty) Limited(ii)

Woolworths House, 
93 Longmarket Street, 
Cape Town 8001, 
South Africa

South Africa ZAR 2 
ordinary 100

Marks and Spencer 
Clothing Textile 
Trading J.S.C.

Havalani Karsisi 
Istanbul Dunya Ticaret 
Merkezi
A3 Blok, Kat:11 
Yesilkoy, Bakirkoy,
Istanbul
Turkey

Turkey TRL 25.00 
ordinary 100

Gist Distribution 
Limited

24-27 Mary Street, 
Dublin 1, Dublin, 
Ireland

Ireland €1 ordinary 100

NOTE: A number of the companies listed are legacy companies which no longer serve any 
operational purpose.
(i)	� The shares of all international subsidiary undertakings are held by companies within the Group 

other than the Company (Marks and Spencer Group plc).
(ii)	 Dormant entities.
(iii)	� On 31 March 2025, Marks and Spencer Marinopoulos Greece SA changed name to Marks and Spencer 

Greece Single Member SA.
(iv)	 INR 5 class C shares 100% owned by JV partner.
(v)	 No share capital as the company is limited by guarantee.

C6 Investments continued
B. Related undertakings continued
International subsidiary undertakings(i) continued

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

C7 Share capital and other reserves
Issue of new shares
A total of 10,308,429 (last year: 14,844,347) ordinary shares having a nominal value 
of £0.1m (last year: £0.1m) were allotted during the year under the terms of the 
Company’s share schemes which are described in note 13 of the Group financial 
statements. The aggregate consideration received was £12.0m (last year: £15.8m).

Merger reserve
The Company’s merger reserve was created as part of a Group reorganisation that 
occurred in 2001/02 and has an economic relationship to the Company’s investment in 
Marks and Spencer plc. Between 2019/20 and 2022/23 an amount equal to the original 
merger reserve balance of £1,397.3m was transferred from the merger reserve to 
retained earnings as that amount had become a realised profit in accordance with 
TECH 02/17. Following the reversal of impairment recognised in 2023/24, an amount 
equal to the original merger reserve balance of £1,397.3m was transferred from 
retained earnings to the merger reserve, in accordance with TECH 02/17.
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GROUP FINANCIAL RECORD

2026
52 weeks

£m

2025
52 weeks

£m

2024
52 weeks 

£m

2023
52 weeks 

£m

2022
52 weeks 

£m

Income statement

Revenue1,2

Fashion, Home & Beauty 3,826.1 4,145.9 4,022.2 3,842.2 3,308.3

Food 9,710.8 9,085.7 8,298.8 7,348.1 6,639.6

International 543.3 585.2 719.1 741.0 937.2

Ocado 3,193.4 — — — —

Revenue 17,273.6 13,816.8 13,040.1 11,931.3 10,885.1

Adjusted operating profit/(loss)1,3

Fashion, Home & Beauty 213.4 478.0 437.5 365.9 330.7

Food 444.5 491.8 388.4 222.9 277.8

Ocado 15.2 (28.7) (37.3) (29.5) 13.9

Other 106.2 7.5 2.2 (0.5) 13.0

International 39.1 35.9 47.8 67.8 73.6

Total adjusted operating profit 818.4 984.5 838.6 626.6 709.0

Adjusting items included in operating profit (281.7) (360.2) (124.4) (111.5) (136.8)

Total operating profit 536.7 624.3 714.2 515.1 572.2

Net interest payable (161.7) (109.0) (122.2) (173.3) (199.3)

Adjusting items included in net finance costs (10.4) (3.5) 80.5 133.9 18.8

Net finance costs (172.1) (112.5) (41.7) (39.4) (180.5)

Adjusted non-controlling interests 14.7 5.6 — — —

M&S Group adjusted profit before tax4 671.4 881.1 716.4 626.6 509.7

Profit/(loss) on ordinary activities before taxation 364.6 511.8 672.5 475.7 391.7

Income tax expense (128.4) (219.9) (247.3) (111.2) (180.3)

Profit after taxation 236.2 291.9 425.2 364.5 211.4
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GROUP FINANCIAL RECORD CONTINUED

2026
52 weeks

£m

2025
52 weeks

£m

2024
52 weeks 

£m

2023
52 weeks

£m

2022
52 weeks 

£m

Basic earnings per share¹ Basic earnings/Weighted average ordinary shares in issue 12.7p 14.6p 21.9p 18.5p 10.7p

Adjusted basic earnings per share1 Adjusted basic earnings/Weighted average ordinary 
shares in issue

23.8p 31.9p 24.6p 16.9p 16.2p

Dividend per share declared in respect of the year 4.2p 3.6p 3.0p — —

Dividend cover Adjusted earnings per share/Dividend per share 5.7x 8.9x 8.2x — —

Retail fixed charge cover Operating profit before depreciation/Fixed charges 3.7x 6.7x 5.1x 3.7x 3.5x

Statement of financial position

Net assets5 (£m) 3,222.9 2,831.9 2,710.6 2,561.3 2,664.3

Net debt6,7 (£m) 2,411.8 1,779.8 2,165.8 2,637.2 2,698.8

Capital expenditure (£m) 624.0 578.2 396.1 402.8 300.2

Stores and space

UK & ROI stores2,3 1,119 1,101 1,084 1,087 1,035

UK & ROI selling space (m sq ft)2,3 17.20 17.19 17.30 17.30 16.70

International stores2,3 345 381 408 380 452

International selling space (m sq ft)2,3 3.44 3.82 3.90 3.80 5.00

Staffing (full-time equivalent)

UK & ROI 48,207 47,863 49,023 48,657 42,550

International 3,197 3,392 3,616 3,435 4,558

1	 Based on continuing operations.
2	 FY 2024/25 revenue has been restated to move Channel Islands from International to Fashion, Home & Beauty and Food and US chain Target sales from Food to International.
3	 FY 2024/25 operating profit has been restated to move Channel Islands from International to Fashion, Home & Beauty and Food and US chain Target sales from Food to International.
4	 FY 2024/25 has been restated to reflect the M&S Group adjusted profit before tax. Refer to the Glossary for a complete definition.
5	 Deferred tax has been restated in the comparative information. See note 1 for further details.
6	 Excludes accrued interest.
7	 FY 2024/25 net debt has been restated to include the Eurochange revolving credit facility (RCF) in line with our revised definition of net debt – see the Glossary for details.
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GLOSSARY AND ALTERNATIVE PERFORMANCE MEASURES

The Group tracks a number of alternative performance measures in managing its business, which are not defined or specified under the requirements of IFRS because they 
exclude amounts that are included in, or include amounts that are excluded from, the most directly comparable measure calculated and presented in accordance with IFRS, 
or are calculated using financial measures that are not calculated in accordance with IFRS.

The Group believes that these alternative performance measures, which are not considered to be a substitute for or superior to IFRS measures, provide stakeholders with additional 
helpful information on the performance of the business. These alternative performance measures are consistent with how the business performance is planned and reported 
within the internal management reporting to the Board. Some of these alternative performance measures are also used for the purpose of setting remuneration targets.

These alternative performance measures should be viewed as supplemental to, but not as a substitute for, measures presented in the consolidated financial information 
relating to the Group, which are prepared in accordance with IFRS. The Group believes that these alternative performance measures are useful indicators of its performance. 
However, they may not be comparable with similarly titled measures reported by other companies due to differences in the way they are calculated.
Alternative performance 
measure (APM)

Closest equivalent 
statutory measure

Reconciling items to 
statutory measure Definition and purpose

Income statement measures

Sales1,2 Revenue Consignment 
sales

Sales include the gross value of consignment sales (excluding VAT). Where third-party branded goods are sold on a 
consignment basis, only the commission receivable is included in statutory revenue. This measure has been 
introduced given the Group’s focus on launching and growing third-party brands and is consistent with how the 
business performance is reported and assessed by the Board and the Executive Committee.

Fashion, Home & 
Beauty store/ 
Fashion, Home & 
Beauty online sales1

None Not applicable The growth in revenues on a year-on-year basis is a good indicator of the performance of the stores and online channels.
2025/26

£m
2024/25 1

£m %

Fashion, Home & Beauty

Store sales2 2,749.8 2,813.9 (2.3)

Consignment sales (18.1) (16.9)

Store revenue 2,731.7 2,797.0 (2.3)

Online sales2 1,165.7 1,429.5 (18.4)

Consignment sales (71.3) (80.6)

Online revenue 1,094.4 1,348.9  (18.9)

Fashion, Home & Beauty sales 3,915.5 4,243.4 (7.7)

Consignment sales (89.4) (97.5)

Total Fashion, Home & Beauty revenue 3,826.1 4,145.9 (7.7)

1	� 2024/25 sales have been restated to move the Channel Islands from International to Fashion, Home & Beauty and Food.
2	� Fashion, Home & Beauty store sales excludes revenue from ‘shop your way’ and Click & Collect, which are included in Fashion, 

Home & Beauty online sales.
There is no material difference between sales and revenue for International.
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GLOSSARY AND ALTERNATIVE PERFORMANCE MEASURES CONTINUED

Alternative performance 
measure (APM)

Closest equivalent 
statutory measure

Reconciling items to 
statutory measure Definition and purpose

Food sales1 None Not applicable The growth in revenues on a year-on-year basis is a good indicator of the performance of the segment. From FY26, 
Food sales are adjusted for consignment sales to calculate food revenue.

2025/26
£m

2024/25 1
£m %

Food

Sales 9,719.3 9,085.7 7.0

Consignment sale (8.5) — —

Total Food revenue 9,710.8 9,085.7 6.9

1	� 2024/25 sales have been restated to move the Channel Islands from International to Fashion, Home & Beauty and Food and Target sales 
from Food to International.

Like-for-like sales 
growth1

Movement in 
revenue per 
the income 
statement

Revenue from 
non-retail 
businesses

Revenue from 
non-like-for-
like stores

Consignment 
sales

The period-on-period change in sales (excluding VAT) from stores which have been trading and where there has 
been no significant change (greater than 10%) in footage for at least 52 weeks and online sales. The measure is used 
widely in the retail industry as an indicator of sales performance. It excludes the impact of new stores, closed stores, 
stores with significant footage change and non-retail businesses such as supply chain services.

2025/26
£m

2024/25 1
£m %

Food

Like-for-like 9,260.8 8,682.9 6.7

Net new space2 458.5 402.8

Total Food sales 9,719.3 9,085.7 7.0

Fashion, Home & Beauty

Like-for-like 3,813.3 4,123.4 (7.5)

Net new space 102.2 120.0

Total Fashion, Home & Beauty sales 3,915.5 4,243.4 (7.7)

1	� 2024/25 sales have been restated to move the Channel Islands from International to Fashion, Home & Beauty and Food and Target sales 
from Food to International.

2	 Food net new space includes Gist third party revenue.

M&S.com sales/ 
online sales1

None Not applicable Total sales through the Group’s online platforms. These sales are reported within the relevant Fashion, Home & 
Beauty, Food and International segment results. The growth in sales on a year-on-year basis is a good indicator of 
the performance of the online channel and is a measure used within the Group’s incentive plans. Refer to the 
Remuneration Report for an explanation of why this measure is used within incentive plans.

Fashion, Home & 
Beauty online sales 
excluding furniture1

None Not applicable Total online sales for Fashion, Home & Beauty excluding the furniture categories’ sales. This measure has been 
introduced to enable a comparable indicator of the performance of the online channel as it excludes the impact of 
furniture sales following the Group’s withdrawal from its two-person furniture delivery operation (see note 5).
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GLOSSARY AND ALTERNATIVE PERFORMANCE MEASURES CONTINUED

Alternative performance 
measure (APM)

Closest equivalent 
statutory measure

Reconciling items to 
statutory measure Definition and purpose

Sales growth 
at constant 
currency1

None Not applicable The period-on-period change in sales retranslating the previous year sales at the average actual periodic exchange 
rates used in the current financial year. This measure is presented as a means of eliminating the effects of exchange 
rate fluctuations on the period-on-period reported results. 

2025/26
£m

2024/25 1
£m %

International sales

At constant currency 543.3 576.3 (5.7)

Impact of FX retranslation — 8.9

At reported currency 543.3 585.2 (7.2)

1	� 2024/25 sales have been restated to move Channel Islands from International to Fashion, Home & Beauty and Food and Target sales 
from Food to International.

Sales excluding 
Ocado Retail

Revenue Ocado sales 
(see note 2)

Consignment 
sales

Sales excluding Ocado Retail excludes any sales attributable to Ocado in the year. This measure has been introduced 
following the consolidation of Ocado Retail Limited and provides alternative relevant information to allow greater 
comparability in the first year of consolidating Ocado Retail Limited.

Adjusting items None Not applicable Those items which the Group excludes from its adjusted profit metrics in order to present a further measure of the 
Group’s performance. Each of these items, costs or incomes, is considered to be significant in nature and/or quantum 
or are consistent with items treated as adjusting in prior periods. Excluding these items from profit metrics provides 
readers with helpful additional information on the performance of the business across periods because it is consistent 
with how the business performance is planned by, and reported to, the Board and the Executive Committee.

M&S Group adjusted 
profit before tax

Profit before 
tax

Adjusting items 
(see note 5)

Adjusted 
Non-
Controlling 
Interest

M&S Group adjusted profit before tax includes only the Group’s share of the profits before tax and adjusting items of 
companies in which the Group has a controlling interest. This measure has been introduced following the consolidation 
of Ocado Retail Limited and replaces the previous ‘Profit before tax and adjusting items’ measure. This excludes 
non-controlling interests in Ocado Retail Limited, India and The Sports Edit. The Group considers this presentation 
provides alternative relevant information and allows greater comparability in the first year of consolidating Ocado 
Retail Limited. The Group considers this to be an important measure of Group performance and is consistent with how 
the business performance is reported and assessed by the Board and the Executive Committee.

Numbers presented for 2025/26 and 2024/25 represent the new APM measure ‘M&S Group adjusted profit before tax’, 
where 2023/24 or 2022/23 numbers are shown these are on the old Profit before tax and adjusting items performance 
measure relevant to those years.

Adjusted non-
controlling interest

Profit 
attributable to 
non-
controlling 
interests

Adjusting items 
attributable to 
non-controlling 
interests (see 
note 5)

Tax charge 
attributable to 
non-controlling 
interests

Adjusted non-controlling interest is calculated as the profit before tax and adjusting items attributable to 
non‑controlling interests. This enables the Group to calculate M&S Group adjusted profit before tax.

2025/26
£m

2024/25
£m

Total NCI (23.2) (3.8)

NCI Adjusting Items 11.6 —

Tax credit (3.1) (1.8)

Adjusted non-controlling interest (before tax) (14.7) (5.6)
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GLOSSARY AND ALTERNATIVE PERFORMANCE MEASURES CONTINUED

Alternative performance 
measure (APM)

Closest equivalent 
statutory measure

Reconciling items to 
statutory measure Definition and purpose

Adjusted operating 
profit

Operating profit 
before adjusting 
items

Operating 
profit

Adjusting items

(See note 5)

Operating profit before the impact of adjusting items. The Group considers this to be an important measure of 
Group performance and is consistent with how the business performance is reported and assessed by the Board and 
the Executive Committee.

Adjusted operating 
margin

Operating margin 
before adjusting 
items

None Not applicable Adjusted operating profit as a percentage of sales.

Finance income 
before adjusting 
items

Finance 
income

Adjusting items

(See note 5)

Finance income before the impact of adjusting items. The Group considers this to be an important measure of Group 
performance and is consistent with how the business performance is reported and assessed by the Board and the 
Executive Committee.

Finance costs before 
adjusting items

Finance costs Adjusting items

(See note 5)

Finance costs before the impact of adjusting items. The Group considers this to be an important measure of Group 
performance and is consistent with how the business performance is reported and assessed by the Board and the 
Executive Committee.

Net interest payable 
on leases

Finance 
income/costs

Finance 
income/costs

(See note 6)

The net of interest income on subleases and interest payable on lease liabilities. This measure has been introduced 
as it allows the Board and Executive Committee to assess the impact of IFRS 16: Leases.

Net financial 
interest

Finance 
income/costs

Finance 
income/costs

(See note 6)

Calculated as net finance costs, excluding interest on leases and adjusting items. The Group considers this to be an 
important measure of Group performance and is consistent with how the business performance is reported and 
assessed by the Board and the Executive Committee.

EBIT before 
adjusting items

EBIT3 Adjusting items

(See note 5)

Calculated as profit before the impact of adjusting items, net finance costs and tax as disclosed on the face of the 
consolidated income statement. This measure is used in calculating the return on capital employed for the Group.

Ocado Retail 
Limited Adjusted 
EBITDA 

EBIT3 Not applicable Calculated as Ocado Retail Limited earnings before interest, taxation, depreciation, amortisation, impairment and 
adjusting items.

Adjusted basic 
earnings per share

Earnings per 
share

Adjusting items

(See note 5)

Profit after tax attributable to owners of the parent and before the impact of adjusting items, divided by the 
weighted average number of ordinary shares in issue during the financial year. 

This is a measure used within the Group’s incentive plans. Refer to the Remuneration Report for an explanation of 
why this measure is used.

Adjusted diluted 
earnings per share

Diluted 
earnings per 
share

Adjusting items

(See note 5)

Profit after tax attributable to owners of the parent and before the impact of adjusting items, divided by the 
weighted average number of ordinary shares in issue during the financial year adjusted for the effects of any 
potentially dilutive options.
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GLOSSARY AND ALTERNATIVE PERFORMANCE MEASURES CONTINUED

Alternative performance 
measure (APM)

Closest equivalent 
statutory measure

Reconciling items to 
statutory measure Definition and purpose

Effective tax rate 
before adjusting 
items

Effective tax 
rate

Adjusting items 
and their tax 
impact

(See note 5 and 
note 7)

Total income tax charge for the Group excluding the tax impact of adjusting items divided by the profit before tax 
and adjusting items. This measure is an indicator of the ongoing tax rate for the Group. 

Balance sheet measures

Net debt None Reconciliation 
of net debt 
(see note 27)

Net debt comprises total borrowings (bank and bonds net of accrued interest and lease liabilities), the spot foreign 
exchange component of net derivative financial instruments that hedge the debt and the Scottish Limited Partnership 
liability to the Marks and Spencer UK Pension Scheme less cash, cash equivalents and other financial assets that 
contractually mature in less than 12 months. Net debt does not include contingent consideration as it is conditional 
upon future events which are not yet certain at the balance sheet date. 

During the period, the Group revised its definition of net debt to provide a more accurate measure of its financial 
position. Previously, net debt comprised total borrowings (bank and bonds net of accrued interest and lease 
liabilities), the spot foreign exchange component of net derivative financial instruments that hedge the debt, and 
the Scottish Limited Partnership liability to the Marks and Spencer UK Pension Scheme, less cash, cash equivalents, 
and unlisted and short-term investments.

Under the new definition, net debt comprises the same components but deducts other financial assets that 
contractually mature in less than 12 months. This change reflects the Group’s view that such assets are readily 
available to offset debt obligations.

As a result of this change, the Eurochange revolving credit facility (RCF) is now included within net debt. This facility 
circulates weekly and is considered continuously available, providing a more reliable representation of the Group’s 
net debt position. The restatement reduced reported net debt for the year ended 29 March 2025 from £1,789.6m 
to £1,779.8m.

This measure is a good indication of the strength of the Group’s balance sheet position and is widely used by credit 
rating agencies.

Net funds/(debt) 
excluding lease 
liabilities

None Reconciliation 
of net debt 
(see note 27)

Lease liabilities 
(see note 20)

Calculated as net debt less lease liabilities. This measure is a good indication of the strength of the Group’s balance 
sheet position and is widely used by credit rating agencies.

Cash flow measures

Free cash flow from 
operations

Operating 
profit

See Financial 
Review

Calculated as operating profit less adjusting items within operating profit, depreciation and amortisation before 
adjusting items, cash lease payments excluding lease surrenders, working capital, defined benefit scheme pension 
funding, capex and disposals, financial interest, taxation, employee-related share transactions, share of (profit)/loss 
from associate, adjusting items in cash flow and loans to associates.

Free cash flow Operating 
profit

See Financial 
Review

Calculated as free cash flow from operations less acquisitions, investments and divestments. This measure shows 
the cash generated by the Group during the year that is available for returning to shareholders and is used within 
the Group’s incentive plans.
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Alternative performance 
measure (APM)

Closest equivalent 
statutory measure

Reconciling items to 
statutory measure Definition and purpose

Free cash flow after 
shareholder returns

Operating 
profit

See Financial 
Review

Calculated as free cash flow less dividends paid.
This measure shows the cash retained by the Group in the year.

Other measures
Capital expenditure None Not applicable Calculated as the purchase of property, plant and equipment, investment property and intangible assets during the 

year, less proceeds from asset disposals excluding any assets acquired or disposed of as part of a business 
combination or through an investment in an associate.

Adjusted return on 
capital employed 
(ROCE)

None Not applicable Calculated as being adjusted operating profit divided by the average of opening and closing capital employed. 
The measures used in this calculation are set out below: 

2025/26
£m

2024/25
£m

Operating profit 536.7 624.3

Adjusting items included in operating profit (see note 5) 281.7 360.2

Adjusted operating profit 818.4 984.5

Net assets 3,222.9 2,831.9
Add back:
Partnership liability to the Marks & Spencer UK Pension Scheme — —
Deferred tax liabilities 472.5 318.9
Non-current borrowings and other financial liabilities 3,120.7 2,588.7
Retirement benefit deficit 79.2 122.7
Current tax liabilities 1.2 1.2
Derivative financial instruments 24.9 34.4
Less:
Investment property (11.0) (11.2)
Retirement benefit assets — —
Current tax assets (58.5) (71.1)
Deferred tax assets (13.3) (13.9)

Net operating assets 6,838.6 5,801.6

Add back: Provisions related to adjusting items 147.9 141.6

Capital employed 6,986.5 5,943.2

Average capital employed 6,464.8 5,991.9

ROCE % 12.7% 16.4%

This measure is used within the Group’s incentive plans. Refer to the Remuneration Report for an explanation of why 
this measure is used within incentive plans.

1	 Food and International segments have been restated to move revenue related to sales from Target from Food to International.
2	 Channel Islands have been removed from the International segment and split between the Fashion, Home & Beauty and Food segments.
3	� EBIT is not defined within IFRS but is a widely accepted profit measure being earnings before interest and tax.

GLOSSARY AND ALTERNATIVE PERFORMANCE MEASURES CONTINUED
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