Amendments dated 31 January 2019 made pursuant to the Order of Mr Justice Marcus Smith dated 22 January 2019

IN THE HIGH COURT OF JUSTICE

CLAIM No. FL-2017-000001

CHANCERY DIVISION
BETWEEN:

THE PERSONS IDENTIFIED IN SCHEDULE 1
TO THESE PARTICULARS OF CLAIM
Claimants
-andTESCO PLC
Defendant

AMENDED PARTICULARS OF CLAIM

INTRODUCTION

1.1.

Definitions, abbreviations and relevant individuals

1.1.1. In these Particulars of Claim, the following definitions and abbreviations will be used:

Person/Party
The~58 institutional investors identified in
Schedule 1 to these Particulars of Claim
Tesco PLC,the Defendant
Tesco Stores Limited
The Groceries Code Adjudicator
The Groceries Code Adjudicator's Report dated
26 January 2016
The Serious Fraud Office
The investigation commenced by the Serious Fraud
Office into Tesco announced on 30 October 2014,
ongoing at the date of these Particulars of Claim.

Abbreviation
The "Claimants"

"Tesco"
"Tesco Stores"
The"GCA"
The"GCA Report'

The "SFO"
The "SFO Investigation"
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1.2.

Particulars of wronEdoing

As set out in detail below, the Claimants contend that Tesco intentionally misled
investors between (at least) 17 April 2013 and 22 October 2014 inclusive (the
"Relevant Period"), by information published between 17 April 2013 and 29 August
2014. The Claimants' knowledge and understanding of the manner in which Tesco
misled investors is, at present, predominantly based on published and available
information. The Claimants' investigations are ongoing. The full nature of Tesco's
practices will only fully be revealed as a result of complete disclosure by it in the
course of these proceedings. The Claimants reserve their rights to apply to amend
these Particulars of Claim in due course.

1.3.

The GCA Report

These Particulars of Claim make reference to the contents of the GCA Report. On the
date of the GCA Report's publication, 26 January 2016, Mr Lewis, the Chief
Executive Officer ("CEO") for Tesco publicly confirmed that Tesco accepted the
findings of the GCA Report, said they were consistent with Tesco's own
investigation, and accepted and averred that the GCA Report's findings were
applicable to a period from "the middle of 2013 to the very beginning of 201S".
Where the Claimants refer to matters stated in the GCA Report, each such reference
should be read as accompanied by an express averral that such matters are both true
and known by Tesco to be true.

2.

SUMMARY OF CLAIMS

2.1.

On 22 September 2014, Tesco announced that it had identified an overstatement of its
expected profit for the half-year of an estimated £250 million. On the same day it
suspended four senior employees (three of whom have not only been dismissed, but
now face criminal charges of fraud and false accounting brought by the SFO).
Tesco's share price fell immediately.

2.2.

On 23 October 2014, Tesco released its interim results for 2014/15, confirming that
after an investigation by Deloitte it had concluded that the aggregate profit
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overstatement was £263 million. Tesco's share price fell again; between Friday 19
September and Friday 24 October 2014, it had fallen by more than 26%.

2.3.

On 22 April 2015, in its preliminary results for 2014/15, Tesco again upwardly
adjusted the aggregate profit overstatement originally announced in September 2014,
implying that it was at least £326 million. At the same time it announced apre-tax
loss of £6.4 billion (compared to pre-tax profits of £2.26 billion for the preceding year
and £2.0 billion for 2012/2013) -the biggest loss ever suffered by a UK retailer and one
of the largest in UK corporate history.

2.4.

It has become apparent that during that period, to the knowledge of its former
management, Tesco deliberately communicated false and misleading statements to the
market, designed to conceal a serious downturn in Tesco's UK business and provide
false reassurance to investors that Tesco was capable of achieving the 5.2% profit
margin target to which its management had only recently committed it.

2.5.

At present it appears that Tesco's wrongful behaviour took two main forms. The first
type of wrong was its use of inappropriate and unsustainable practices against its own
suppliers, squeezing them in pursuit of ever-increasing levels of commercial income.
The GCA Report confirms that Tesco had deliberately engaged in wrongful practices
against its suppliers, including bullying behaviour and wrongful invoicing and
payment practices. The GCA held that Tesco had breached the Groceries Supply
Code of Practice (the "Code").

2.6.

The second type of wrong was Tesco's deliberate and fraudulent accounting for its
commercial income. In its announcement on 22 September 2014 Tesco confirmed
that its financial reporting had been in breach of its own accounting standards,
involving (in summary) both wrongfully accelerated recognition of commercial
income and wrongfully deferred recognition of costs. The SFO's criminal charges
against three senior members of Tesco's management further supports the Claimants'
case that Tesco's accounting was fraudulent.

2.7.

Following Tesco's public abandonment of its former wrongful practices, its trading
profits and profit margins for 2014/15 and 2015/16 have displayed a material and
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structural decline (its group trading profit was £3.454 billion in 2012/13 and £3.315
billion in 2013/14, but only £1.39 billion in 2014/15 and £944 million in 2015/16 1;
the corresponding profit margins likewise fell from 5.3% and 5.2% in 2012/13 and
2013/14, to only 2.2% in 2014/15 and only 1.7% in 2015/16); its dividend fell from
14.76p per share in each of 2012/13 and 2013/14, to only 1.16p per share in 2014/15
and zero in 2015/16; and its credit rating has fallen to "junk" status. Tesco shares are,
in short, a very different investment proposition to how the market (in reliance on
Tesco's false statements) regarded them prior to September 201.4.

2.8.

The Claimants are ~- 58 institutional investors who dealt in Tesco shares between
17 April 2013 and 23 October 2014, and suffered serious losses as a result of Tesco's
false and misleading statements to the market and Tesco's dishonest omissions from
those statements. The Claimants are entitled to compensation under the Financial
Services and Markets Act 2000. The Claimants will in due course seek a Group
Litigation Order or similar order, facilitating the effective case management of these
proceedings, including in the event that other Tesco investors seek to join them.

3.

PARTIES

3.1.

The Defendant

3.1.1. Tesco is awell-known, publicly listed retailer. It is the ultimate 100% shareholder in
Tesco Stores and the ultimate 100% shareholder in Tesco Food Sourcing Limited
"Tesco Food Sourcing")

3.1.2. At all material times during the Relevant Period:

(1)

Tesco was the issuer of ordinary shares trading on the Main Market of the
London Stock Exchange ("Tesco shares"), constituting secut•ities that were,
with the consent of the issuer, admitted to trading on a securities market
situated or operating in the United Kingdom within the meaning of paragraph
1 of Schedule l0A to the Financial Services and Markets Act 2000
("FSMA"); and

~ In 2015/16, Tesco stopped reporting 'trading profit" and instead reported "operating profit before exceptional items".
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(2)

the United Kingdom was Tesco's home state, within the meaning of paragraph
1 of Schedule l0A to FSMA.

3.1.3. Employees or former employees of Tesco and/or other Tesco group companies
relevant to the claim include the following:

Person

Job title/role

Mr Philip
Clarke

CEO of Tesco from 3 March 2011 until 1 September 2014.
Director of Tesco from 16 November 1998 until 1 September 2014.

Mr Laurie
McIlwee

Chief Financial Officer ("CFO") of Tesco from 27 January 2009.
His resignation was announced on 4 April 2014. Director of Tesco
from 27 January 2009 to 4 Apri12014.

Sir Richard
Broadbent

Chairman and Director of Tesco from 2 July 2011. Resignation
announced on 23 October 2014 and effective on 1 March 2015.

Mr Kenneth
Hanna

Director of Tesco from 1 April 2009. Chairman of the Audit
Committee. Resignation announced on 5 May 2015 and effective
on 26 June 2015.

Mr
Christopher
Bush

UK Chief Operating Officer from March 2012 and UK Managing
Director from January 2013. Member of Tesco's "executive
Committee". Director of Tesco Stores from 14 October 2013.
Suspended 22 September 2014, later dismissed. Following the SFO
Investigation, charged with false accounting and fraud; entered a
"not guilty" plea on 22 September 2016.

Mr Carl
Rogberg

Finance Director UK from around March 2013 to around late 2014
(and held a similar role from January 2007 to May 2010).
Suspended 22 September 2014, later dismissed. Following the SFO
Investigation, charged with false accounting and fraud; entered a
"not guilty" plea on 22 September 2016.

Mr John
Scouler

Food Commercial Director from January 2013. Director of Tesco
Food Sourcing from 18 October 2011.
Suspended 22 September 2014, later dismissed. Following the SFO
Investigation, charged with false accounting and fraud; entered a
"not guilty" plea on 22 September 2016.

Mr Matthew
Simister

Head of Food Sourcing from Apri12010.

Mr Kevin
Grace

Group Executive Commercial and Supply Chain Director from
2011. Member of"I'esco's "Executive Committee". Director at

Suspended 22 September 2014, reinstated in December 2014.
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Person

Job title/role
various times of a number of Tesco subsidiaries.
Suspended 14 October 2014, later dismissed.

Mr William
Linnane

Director of Impulse Purchases. Suspended 14 October 2014, later
reinstated but subsequently removed from post in Tesco's
management restructure.

Mr Dan Jago

Group Wine Director from December 2012. Suspended 14 October
2014, later reinstated but subsequently removed from post in
Tesco's management restructure.

Mr Sean
McCurley

Director of Convenience Foods from March 1996. Suspended 14
October 2014, later reinstated but subsequently removed from post
in Tesco's management restructure.

Mr Chris
Robinson

Group Commercial Finance Director from January 2012.
Suspended January 2015, later reinstated but subsequently removed
from post in Tesco's management restructure.

Mr David
Lewis

CEO and Director of Tesco from 1 September 2014.

Mr Alan
Stewart

CFO and Director of Tesco from 23 September 2014.

3.1.4. Tesco is required to confirm whether any other individuals, in addition to those
referred to above, have resigned or been dismissed or removed from post in
circumstances which have any connection to Tesco's admitted profit overstatement
(set out in detail at paragraph 8.5 below), Tesco's admitted wrongful practices which
were the subject of the GCA Report, and/or any other matters) referred to in these
Particulars of Claim.

3.2.

The Claimants

3.2.1. The Claimants are -~- 5~ institutional investors who dealt in Tesco shares during the
Relevant Period. The Claimants are each identified at Schedule 1 to these Particulars
of Claim.
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4.

COMMERCIAL BACKGROUND

4.1.

The importance of the UK market to Tesco

4.1.1. The UK market, and in particular the UK grocery market, is an extremely important
one to Tesco's business. By way of example, as at February 2016 (when Tesco's
financial year ends):

(1)

Tesco had around a 28.4% share of the UK grocery market.

(2)

Of Tesco's 6,665 stores worldwide, around 3,460 stores were in the LTK.

(3)

Around 79% of Tesco group revenue (excluding VAT, including fuel sales)
and 53% of group operating profit before exceptional items (excluding Tesco
Bank)came from the UK and the Republic of Ireland.

4.2.

The importance of margin

4.2.1. Self-evidently, the difference between the amount for which a retailer can buy
products and the amount for which it can sell them is critical to the retailer's business.
Tesco's margins are of great importance to it (and its actual and potential
shareholders). Amongst other things, Tesco's share price is related to its ability to
maintain margins and accordingly to pay dividends. The importance to Tesco of
nurturing and maintaining the confidence of the markets in its ability to protect
margin is evidenced by, amongst other things, the following matters:

(1)

Tesco's financial reporting consistently emphasised its trading margin, to the
extent that in 2012 Tesco publicly committed itself to maintain a future trading
margin of 5.2%. Tesco's Annual Report 2012/13, having stated (at page 21) a
UK trading margin of 5.21%, referred back to the previous year's rebasing of
trading margin to 5.2% and confirmed that "the new base of 5.2% is
appropriate for the foreseeable future". In adopting this approach, Tesco
effectively staked a material part of its reputation on achieving this trading
margin figure for the foreseeable future.
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(2)

Similarly, market analyses of Tesco consistently focused on its margin
performance, and in particular its margin performance relative to its published
trading margin target of 5.2%. For example, in a report dated 22 April 2013
(making a "buy" recommendation in respect of Tesco shares) Cantor
Fitzgerald said "If Tesco can sustain superior trading margins in the more
competitive convenience store market then we still sae value in the shares.
Tesco has added several new higher margin service businesses to the UK to
sustain the 5.2% UK trading margin", and in an article published on 29
November 2013, The Guardian reported on Mr Clarke's emphasis on
maintaining margin at 5.2% and growing City scepticism in respect of the
same.

(3)

The GCA Report stated at paragraph 24.1 that "It was clearfrom the evidence
that a major focus of the Tesco commercial team during this period was on
hitting budgeted margin targets".

(4)

In his response to the GCA Report on the date of its publication (26 January
2016), Mr Lewis accepted that "The absolute focus on operating margin had
damaging consequencesfor the business and our relationship with suppliers".

4.3.

Tesco's market position

4.3.1. In the 1990s, Tesco became the UK supermarket leader, growing its UK sales at
around 9% per annum until around 2009. By March 2011, when Philip Clarke took
over as CEO from Sir Terry Leahy, Tesco had become one of the biggest retailers in
the world. However, the onset of the global financial crisis and the failure of various
international investments made by the Tesco group, together with increased
competition from "discounters" such as Aldi Stores Limited and Lidl UK GmbH,
produced serious and sustained challenges for Tesco.

4.3.2. The GCA Report stated at paragraphs 18.2 and 18.3 that, in summary:

-8-

15643600-1

(1)

In April 2013, Tesco announced its first fall in profits in almost 20 years.2 By
October 2013, Tesco's profits had dropped by 23.5%, which it attributed to the
challenging retail environment. Profits continued to fall in the third quarter,
with Tesco also announcing a 1.5% drop in like-for-like UK sales, which
Tesco again attributed. to the financial climate and pressures on household
finances.

(2)

The year 2014 was also challenging for Tesco. It had a disappointing 2013/14
Christmas period, with like-for-like sales down 2.4%. It announced that at
least 100 of its largest stores would be scaled down. By March 2014 Tesco's
market share had fallen to the lowest level since 2005. A profit warning
followed in April 2014, with Tesco reporting a 6% fall in full-year Group
trading profits.

4.4.

Tesco's wrongful practices

Against that adverse and challenging commercial background, Tesco deliberately
engaged in wrongful practices in the Relevant Period in an attempt to maintain its
reported margins and its share price. Those wrongful practices are pleaded below as
follows:

(1)

Section 5 sets out the relevant financial information published by Tesco during
the Relevant Period;

(2)

Section 6 sets out Tesco's wrongful acts to increase its commercial income (as
defined below);

(3)

Section 7 sets out Tescds wrongful manipulation of its financial reporting;

(4)

Section 8 sets out the untrue and misleading nature of the relevant financial
information published by Tesco during the Relevant Period; and

(5)

Section 9 sets out the knowledge and state of mind of Tesco personnel.

` In fact, the fall had been announced at the same time as the Interim Results for the year 2012/13, published on 3 October
2012.
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5.

TESCO'S PUBLISHED INFORMATION DURING THE RELEVANT PERIOD

5.1.

Preliminary Results for 2012/]3

Tesco published its Preliminary Results for 2012/]3 (the "Preliminary Results
2012/13") on 17 Apri12013, containing the following statements:

(1)

At pages 1, 2 and 6 (amongst others), it stated that UK trading profit was
£2.272 billion;

(2)

At pages 2 and 6, it stated that the UK trading margin was 5.21%. At page 6 it
noted this was "in line with the guidance given at our Preliminary Results in
April last yeaY".

5.2.

Annual Report 2013

5.2.1. Telco published its Annual Report and Financial Statements 2013 (the "Annual
Report 2013") on 23 May 2013, containing the following statements:

(1)

At pages 20 and 21, it stated that UK trading profit was £2.272 billion;

(2)

At page 21, it stated that LJK trading margin was 5.21%.

5.2.2. Further or alternatively, the Annual Report 2013 expressly (alternatively, impliedly)
represented that Telco had complied (and/or believed it had complied) with the Code.

5.3.

Interim Results for 2013/14

Tesco published its interim results for the first half of 2013/14 (the "Interim Results
2013/14") on 2 October 2013, containing the following statements:

(1)

On pages 1, 2, and 6(amongst others), it stated that there had been UK trading
profit of £1.131 billion;

(2)

On pages 2 and 6 (amongst others) it stated that the UK trading margin was

-10-

15643600-1

5.2%. At page 6, it further stated "UK trading margin ~•emained stable at
5.2% despite continued investment in our core food offer, helped by our
progress so far on refocusing our general merchandise business on more
profitable categories".

5.4.

Preliminary Results for 2013/14

Tesco published its Preliminary Results for 2013/14 (the "Preliminary Results
2013/14") on 16 Apri12014, containing the following statements:

(1)

At pages 1, 2 and 6 (amongst others) it stated that LTK trading profit was
£2.191 billion;

(2)

At pages 2 and 6, (amongst others) it stated that LIK trading margin was
5.03%.

5.5.

Annual Report 2013/14

5.5.1. Tesco published its Annual Report and Financial Statements 2014 (the "Annual
Report 2014") on 22 May 2014, containing the following statements:

(1)

At pages 12 and 13 (amongst others), it stated that UK trading profit was
£2.191 billion;

(2)

At page 13, it stated that UK trading margin was 5.03%. At page 18, it stated
that UK trading margin was 5.0%.

5.5.2. Further or alternatively, the Annual Report 2014 expressly (alternatively, impliedly)
represented that Tesco had complied (and/or believed it had complied) with the Code.

5.6.

Trading Statement on 29 August 2014

On 29 August 2014, Tesco issued a trading update saying "We now expect trading
profitfor 2014/1S to be in the range of£2.4bn to £2.Sbn. Trading profitfor the six
months ending 23 August 2014 is expected to be in the region of£1.1 bn."
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5.7.

Application of FSMA

Each of the documents referred to in this Section 5 (the "Published Information")
was published by "recognised means" and accordingly constituted "published
information" within the meaning of Schedule l0A to FSMA.

6.

WRONGFUL ACTS BY TESCO TO INCREASE COMMERCIAL INCOME

6.1.

Introduction

This Section of these Particulars of Claim addresses the wrongful acts carried out by
Tesco in its attempt to increase commercial income, and thereby disguise its falling
trading profits and margins in respect of its UK grocery business.

6.2.

Definitions

6.2.1. Commercial income is frequently sub-divided into "front margin" and "back margin".
By paragraph 3(a) of a letter from its solicitors, Freshfields Bruckhaus Deringer
("Freshfields"), dated 13 July 2016, sent in response to the Claimants' letter before
action dated 26 May 2016, Tesco contended that:
"Consistent with standard industry practice, Tesco had agreements tivith suppliers
whereby volume related allowances, pYomotional and marketing allowances and
various other fees and discounts were received in connection with the purchase of
goods for resale from these suppliers. Most of the income received from suppliers
relates to adjustments to the core price ofa product, and as such is considered part of
the purchase price ofthat product. Sometimes receipt ofthe income is conditional on
Tesco performing specified actions or satisfying certain performance conditions
associated with the purchase of the product. These include achieving agreed
purchases or sales volumes taYgets and providing promotional or maYketing materials
and activities or promotional pYoduct positioning. Whilst there is no standard
definition, all these amounts receivable from supplieYs in connection with the
purchase of goods for resale aNe generally termed commercial income. The
diffeYence between the sale price to the customer —the till price —and the purchase
price from the supplier is referred to at Tesco as the "firo~t rna~°gin ". Payments
receivedfrom suppliers (net ofexpenses) are veferred to at Tesco as "back margin ".
Both fi^orrt margif~ and back nzargrn form part of Group TNading Profit in Tesco's
published accounts."
6.2.2. Tesco is put to proof of the accurlcy of the matters asserted in this paragraph, and of
Tesco's custom and practice asserted in the final two sentences. Without prejudice to
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that burden of proof, the Claimants note in particular that Freshfields' definition of
"front margin" in the sixth sentence of the extract above assimilates (a) the "normal"
mark-up that would always exist between the price at which Tesco might purchase a
single unit of a given item from its supplier (i.e. without any volume-related discount,
or any promotional, marketing or any other allowance) and Tesco's till price, and (b)
the allowances referred to in the first sentence of the extract above, some of which
would go to reduce the purchase price paid by Tesco to its supplier. Accordingly, to
assist ease of analysis these Particulars of Claim refer to the aggregate of (i) the
allowances mentioned in (b) in the preceding sentence, and (ii) back margin (as
defined above), as "supplier allowances".

6.3.

Tesco's increased reliance on commercial income

63.1. Shortly prior to the Relevant Period, Tesco reported a fall in its incremental annual
UK sales, as follows:

(1)

incremental annual sales by Tesco Stores (excluding VAT, including fuel
sales) in 2010/11 and 2011/12 were around £1.4 billion and £1.8 billion
respectively, representing 3.6% and 4.6% year-on-year growth;

(2)

but had fallen to £681m by 2012/13(1.6% growth);

(3)

and were negative in 2013/14, with £115m in lower revenues(-0.3%growth).

A similar trend occurred over the same time period in respect of the incremental sales
and sales growth reported by Tesco in its consolidated group accounts in relation to
the LJK.

6.3.2. Moreover, in respect of costs:

(1)

For the financial years 2012/13 and 2013/14 the staff and net rental costs
reported by Tesco Stores as a percentage of total sales increased, to 11.9% in
2012/13 and 12.2% in 2013/14(compared to the stable levels of 10.9% in each
of 2011/12 and 2010/11, 10.7% in 2009/10 and 10.6% in 2008/09).
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(2)

For the financial years 2012/13 and 2013/14, the year on year growth of rental
costs reported by Tesco Stores was 13.2% and 10.5% respectively (at a time
when, as set out in paragraph 6.3.1 incremental sales were falling).

6.3.3. In respect of Tesco's market share, Tesco's annual reports for 2006/07, 2007/08,
2008/09 and 2009/10 reported its market share (as 21%, 21.8%, 22.2% and 22.5%
respectively). However, Tesco's annual reports no longer did so from the financial
year 2010/11 onwards. It is to be inferred that this was because Tesco's market share
was (to its knowledge) falling. Further, the Claimants rely on data reported by Kantar
Worldpanel which showed a decline in market share from 2008 through 2012 to 2014.

6.3.4. The decline in Tesco's UK incremental sales and market share (both on its own, and
in particular when viewed against the expansion of Tesco's UK retail space) and the
annual rate of increase in its UK costs would ordinarily imply falling levels of
profitability and margin. In support of that contention the Claimants rely, amongst
other things, on the financial reports of Tesco Stores for the years 2012/13 and
2013/14:

Financial Year

Kevenue (exc. VAT)

Operating

operating

(£m)

Prot(£rn)

Protit Margin

2011/2012

41,981

2,220

5.29°/a

2012/2013

42,662

1,746

4.09%

2013/2014

42,547

1,765

4.15%

6.3.5. However, the same decline did not appear in the Tesco (i.e. rou )reported revenue,
trading profit and trading profit margins:

Tradinb

Trading Protit

(£m)

Profit(£m)

~~7argin

2011/2012

64,539

3,761

5.77%

2012/2013

64,826

3,453

5.28%

2013/2014

63,557

3,315

5.17%

Financial ]'ear

Revenue (exc. VA'i')
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6.3.6. Nor (apparently inconsistently with the financial reporting of Tesco Stores for the UK
set out at paragraph 6.3.4 above) did the IJK segment of the Tesco (i.e. group)
reported revenue, trading profit and trading profit margins show the same decline:

Financial Year

Revenge (exc. VAT)

Trading

Trading Prot

(£m)

Prot(£m)

Margin

2011/2012

42,248

2,480

5.87%

2012/2013 3

43,088

2,272

5.27%

2013/2014

43,057

2,191

5.09%

6.3.7. Therefore, contrary to what would have been expected, Tesco's consolidated financial
reporting appeared to show that it had effectively maintained a stable level of trading
profit margin, and that it was meeting or effectively meeting the group trading margin
target of 5.2% on which it had publicly staked a material part of its reputation. The
disparity in the figures set out above for the Tesco group and for Tesco Stores in
respect of the financial years 2012/13 and 2013/14 has not satisfactorily been
explained by Tesco (and the Claimants rely, amongst other things, on the fact that the
same conclusion was reached by JPMorgan Cazenove in its research note dated 17
December 2014). The disparity gives rise to an inference that Tesco inappropriately
and wrongfully manipulated its group financial reporting in those financial years in
order to achieve its group trading margin target of 5.2%. Tesco is required to
particularise and prove the reasons for the disparity.

6.3.8. Following (amongst other things) Tesco's admission of wrongdoing on 22 September
2014 and the conclusions of the GCA Report, it has now become clear that, during the
Relevant Period, Tesco aggressively and. wrongfully attempted to increase the level of
commercial income it received from its UK suppliers, in an attempt to achieve its
published trading margin targets.

6.3.9. Tesco has stated to the Claimants, by the letter from Freshfields dated 13 July 2016
(paragraph 13), that Tesco's UK commercial income was £1.9 billion in 2012/13 and
£2.1 billion in 2013/14.

The Claimants estimate that in 2013/14, this figure

3 Revenue figure is as originally reported; it was subsequently re-stated to £43.091 million.

-15-

15643600-1

represented 65% of Tesco's total commercial income, estimated to be approximately
£3.2 billion.

6.3.10. Accordingly, in each of the financial years 2012/13 and 2013/14:

(1)

Tesco's group commercial income accounted for the vast majority of Tesco
group trading profit and, it is to be inferred, trading profit margin;

(2)

Tesco's UK commercial income accounted for an even larger proportion of
Tesco's UK segment trading profit (around 84% in 2012/13 and 96% in
2013/14) and, it is to be inferred, trading profit margin; and

(3)

Tesco's UK commercial income accounted for (more than) the entirety of the
operating profit reported by Tesco Stores (around 109% in 2012/13 and 119%
in 2013/14) and, it is to be inferred, trading profit margin.

6.3.11. As set out below at paragraphs 6.5 to 6.8 and in Section 7, this level of reported
commercial income (on which Tesco was dependent in order to meet its published
5.2% trading margin target) was only achieved by the adoption of wrongful practices
in respect of commercial income and Tesco's financial reporting in respect thereof.

6.4.

The relative proportions of"front margin" to "back margin"

6.4.1. For a typical retailer, back margin would be expected to be relatively small compared
to front margin. It is relevant to know whether this is not the case, because that
situation is unlikely to be sustainable.

6.4.2. However, during the Relevant Period Tesco was forced to seek increased levels of
commercial income (and, in particular, supplier allowances which were not dependent
on the volume of product purchased by Tesco) from Tesco's suppliers. In support of
their case that during the Relevant Period Tesco's level of commercial income (and,
in particular, supplier allowances which were not dependent on the volume of product
purchased by Tesco) increased dramatically, the Claimants will rely amongst other
things on the following:
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(1)

The PowerPoint presentation of a Tesco Trade Briefing delivered in May 2015
which gave (at pages 39 to 41) an example of how, against a background of
negative like-for-like sales in a given product, back margin had increased in
each of 2011, 2012 and 2013 to become several multiples higher than its level
in 2010. The presentation also stated Tesco's intention to reduce dramatically
the proportion of back margin relative to front margin.

(2)

The PowerPoint presentation of a Tesco Trade Briefing delivered in May 2015
which referred at page 8 to Tesco's former "imbalanced Front to Back margin
ratio".

(3)

Tesco's statement in a presentation of its half-year results for 2016/17 on 5
October 2016 that "over two years, we've fnoved 91% ofthat back margin into
thefront".

6.4.3. Tesco is required to particularise its absolute and relative levels of back margin from
2010 to the present date.

6.5.

Specific ways in which Tesco wrongfully sought to increase its commercial
income

Pending complete disclosure by Tesco in these proceedings, the Claimants'
understanding of the ways in which Tesco attempted to increase the level of supplier
allowances it received (and, in particular, the level of supplier allowances which were
not dependent on the volume of product purchased by Tesco) is necessarily
incomplete. However, some of Tesco's wrongful actions have now become public,
and are set out below at paragraphs 6.6 to 6.8.

6.6.

Unwarranted demands for commercial income

6.6.1. During the Relevant Period, Tesco frequently and regularly demanded additional
commercial income from suppliers, regardless of whether Tesco had performed its
own commitments under the Joint Business Plan ("JBP") it had with its suppliers.
This is supported by the findings of the GCA Report at paragraph 24.5.
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6.6.2. Further, paragraph 46.1 of the GCA Report said, "There was evidence on a number of
occasions ofTesco askingfog "investment"from suppliers in exchangefor benefits to
be agreed with the supplieY or as part of wider negotiations about meeting margin
targets at the end of trading periods. The amounts involved in these negotiations
varied but were oftenfor significant sums of money, sometimes amounting to millions
ofpounds." The purpose of these demands was to allow Tesco artificially to inflate
the amount of commercial income that could be recorded in a given reporting period,
particularly supplier allowances which were not dependent on the volume of product
purchased by Tesco.

6.7.

Other indications as to the existence and scale of Tesco's demands for
commercial income

In late November 2013, Cantor Fitzgerald reported that Tesco had recently been in
contact with hundreds of manufacturers, either demanding additional payments
purportedly due to lower commodity prices, or deducting money from supplier trading
accounts before they were paid to suppliers. It is to be inferred (in particular, given
the admitted findings of the GCA Report) that Cantor Fitzgerald's report was true.

6.8.

AttemptinE to hold suppliers to aspirational margin targets in JBPs

Margin targets in JBPs were aspirational and were not legally binding, and Tesco
employees received training to that effect so far as Tesco's own obligations to its
suppliers were concerned. However, in respect of Tesco's position on its suppliers'
obligations, Tesco employees were encouraged to pressurise suppliers and attempt to
hold them to the JBP margin targets. The GCA concluded that Tesco adopted this
practice at paragraph 24.2 of the GCA Report.

7.

WRONGFUL MANIPULATION OF TESCO'S FINANCIAL REPORTING

7.1.

Introduction

This Section of the Particulars of Claim sets out further wrongful acts by Tesco in
respect of its financial reporting in relation to commercial income. In respect of the
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particular ways that Tesco carried out this manipulation, at the present time the
Claimants are only able to plead and particularise Tesco's publicly admitted wrongful
practices, which are set out below at paragraphs 7.2 to 7.5.

7.2.

Duplicate invoicing

7.2.1. During the Relevant Period, Tesco employed the practice of issuing duplicate invoices
to suppliers, generally in respect of promotional activity. The duplicate invoices were
often issued together with other incorrect invoices or unilateral deductions. Tesco
would sometimes deduct both of the duplicated invoiced amounts from the sums that
it subsequently paid to those suppliers. These matters were set out at paragraphs 23.1
and 23.3 of the GCA Report.

7.2.2. It is to be inferred that Tescds practice of duplicate invoicing was adopted in order to
inflate artificially the amount of commercial income it could record in a given period.
During the Relevant Period, Tesco's practice was to include in its published financial
information amounts of commercial income which had been invoiced but not paid by
suppliers, which would have included commercial income invoiced in wrongful
duplicate invoices.

7.3.

Unwarranted demands for commercial income designed to inflate artificially
Tesco's performance in a liven financial reporting period

Having reviewed evidence in respect of Tesco's unwarranted demands for
commercial income in order to satisfy Tesco's own margin targets, the GCA
concluded at paragraph 24.5 that "In paYticular, requestsfor payments to meet margin
targets appeared to be mote prevalent at the end oftrading periods. Some suppliers
reported that what set Tesco apartfrom other ofthe Retailers was the pressuYe it put
on suppliers at the end ofa financial quaYter, half-year orfull-year to close a JBP to
the margin projected in that JBP. I have seen internal Tesco documentation which
suggests that Tesco puYposely over-estimated the margin gap on one supplier's
account in order to meet a wider category target, and the supplieY was told that this
gap needed to be closed".
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7.4.

AttemptinE to hold suppliers to JBP margin targets in order to meet reporting
targets for a given trading period

At paragraph 24.2 of the GCA Report, the GCA recorded that she had seen internal
Tesco correspondence encouraging Tesco employees to attempt to hold suppliers to
JBP margin targets in order to achieve Tesco's own half-year financial targets. It is to
be inferred that such attempts also occurred, and were encouraged by Tesco, in
respect of quarterly and (especially) annual reporting periods.

7.5.

Temporarily deferring payments in order to meet financial targets

7.5.1. Paragraphs 25.1 and 25.2 of the GCA Report said:
"25.1 I have received inteYnal Tesco emails which encouraged Tesco staff to
seek agreement from suppliers to the deferral of payments due to them in
order temporarily to help Tesco margin. I have also seen internal Tesco
emails suggesting that payments should not be made to suppliers before a
ceYtain date in order to avoid underperformance against a forecasted margin.
A Tesco list of methodsfor meeting the half-year target included "Not paying
back nZoraey owed".
25.2 The evidence I received revealed a number of examples of Tesco
deliberately deferring payment ofmoney in ordeY to maintain its margin at key
financial reporting periods. This sometimes occurYed despite requests from
the supplierfor payment and Tesco acknowledging that this money was due to
be paid. On other occasions the supplier consented to delay payments on the
basis that money would be repaid after the financial period in question.
However repayment was sometimesfurther delayed."

7.5.2. In respect of those conclusions, the GCA said at page 4 of the GCA Report that "I
found that Tesco knowingly delayed paying money to suppliers in order to impYove its
own financial position".

7.5.3. Further, at paragraph 34 of the GCA Report it was noted that a significant proportion
of the suppliers who provided information to the GCA had experienced delay in
payments (for whatever reason), and the "Tesco Report" (produced by Tesco as a
result of its own internal review and provided to the GCA)identified apparent delay
in payment in relation to over two thirds of the suppliers it reviewed. As those
suppliers dealt with different categories of Tesco business, were of different sizes, and
operated from different locations (as the GCA Report noted), it is to be inferred that
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this level of delay in payments was representative of Tesco's dealings with its
suppliers and that delay in payments was endemic.

7.5.4. Further, Tesco is required to explain whether this delay by Tesco in paying suppliers
had any connection with the "delayed accrual of costs" admitted by Tesco on 22
September 2014 (as set out at paragraph 8.5.1 below), and if so, the precise nature of
the connection. The Claimants note that, ordinarily, a delay in payment would not
affect the date on which the relevant liability had accrued and should be accounted
for.

7.6.

Further indications that Tesco sought to manipulate its reporting of commercial
income

7.6.1. In October 2014, Mr David Sables, the CEO of Sentinel Management Consultants
(which advised grocery suppliers) who had formerly worked at Procter &Gamble
(and therefore had experience of how Tesco dealt with its suppliers) was quoted as
saying that:

(1)

"Tosco has asked for alaYmingly increasing amoz~nts and ,frequencies for
support and promotional bonus money to come in early, saying that it will be
accrued to the co~~rect later period." In addition to what it says expressly, this
statement implies that Tosco would, contrary to the assurance it gave its
supplier, incorrectly accrue sums received early to an earlier reporting period
than was appropriate. It is aver7ed that this statement was true in respect of
the Relevant Period (at least).

(2)

"Tosco deceived the financial markets on their perfos~mance ~znd subsequent
market capitalisation by dodgy accounting. Investors have been hoodwinked
bz~t it's not a crime against supplieYs ~~~ho were p~•obably unaware of the
accouszting misdemeanours. Even the buyers may not have been aware, but
they are sine being investigated,for it."
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7.7.

Tesco's public admission that it had manipulated the reporting of commercial
income

7.7.1. Further, as set out in detail below at paragraph 8.5, Tesco has now confirmed
publically that it manipulated its financial reporting in relation to commercial income.
In particular, on 23 October 2014, Tesco released its Interim Results for 2014/2015 (the
"Interim Results 2014/15") in which it stated at page 4 that Deloitte's review had
confirmed that:
"- (Tesco'sJ overall income adjustment in the cuYrent reporting period of£263m
is reasonable;
amounts have been pulled forwaYd or deferred, contrary to Tesco Group
accountingpolicies;
- there have been similar practices in prior reporting periods;
- the current and prioY practices appear to be linked as income pulled onvard
grew period by period."(emphasis added)

7.7.2. Further, on 22 April 2015, Tesco released its Preliminary Results for 2014/15 (the
"Preliminary Results 2014/15"), in which it implied that the total level of profit
overstatement was the higher figure of at least £326 million.

8.

THE UNTRUE AND MISLEADING NATURE OF TESCO'S PUBLISHED
INFORMATION DURING THE RELEVANT PERIOD

8.1.

Introduction

8.1.1. The Published Information provided to the market the appearance of a business
maintaining relatively stable group and UK trading profits and trading profit margins,
despite the general market outline, intense competition from "discounters", and other
challenges relating to sales levels and costs increases that were specific to Tesco's UK
business. In fact, the true position was very different.

8.1.2. Section 8 of these Particulars of Claim is structured as follows:

(1)

Paragraphs 8.2, 8.3 and 8.4 particularise the separate and cumulative reasons
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why the Published Information was untrue and misleading, namely (in
summary)

(i) Tesco's concealment of the nature, magnitude, and impact on its financial
reporting, of commercial income;

(ii) the wrongful manipulation of Tesco's financial reporting in relation to
commercial income; and/or

(iii) Tesco's failure to disclose to the market that it was in deliberate breach of
the Code.

(2)

Paragraphs 8.5 to 8.8 set out Tesco's public admissions as to the untrue and
misleading nature of its financial reporting on which the Claimants rely, and
the inferences to be drawn from its financial reporting post-September 2014.

8.2.

Concealment of the magnitude and impact of commercial income

8.2.1. The Published Information was untrue and/or misleading in that each publication did
not identify, explain or quantify:

(1)

the magnitude of commercial income (and/or supplier allowances) included
within the reported (or, in the case of the Trading Statement on 29 August
2014, projected) trading profit figures for the UK business;

(2)

the proportion of supplier allowances which were not dependent on the volume
of product purchased by Tesco (and/or back margin) included within the
reported (or, in the case of the Trading Statement on 29 August 2014,
projected) trading profit figures for the iIK business;

(3)

the magnitude of the impact that commercial income (especially supplier
allowances which were not dependent on the volume of product purchased by
Tesco) had on what would otherwise be the reported (or, in the case of the
Trading Statement on 29 August 2014, projected)(i) profit figures for the UK
business and (ii) trading profit margin figures for the UK business;
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(4)

the fact that Tesco had used commercial income (especially supplier
allowances which were not dependent on the volume of product purchased by
Tesco) to compensate for a fall in its trading profits and/or trading profit
margin, thereby allowing Tesco to purport to satisfy (or effectively satisfy) the
5.2% trading profit margin target to which it had publicly committed itself
and/or give the impression that the fundamentals of its UK business had not
declined; and/or

(5)

the fact that the magnitude of commercial income (especially supplier
allowances which were not dependent on the volume of product purchased by
Tesco) included within the reported (or, in the case of the Trading Statement
on 29 August 2014, projected) trading profit figures for the iJK business was
(and/or had been achieved by practices which were) inappropriate and
unsustainable.

Further or alternatively, each such publication omitted the matters set out above,
which were material facts required to be included within it.

8.2.2. The Claimants will rely amongst other things on:

(1)

The matters set out at Section 6 above; and

(2)

The matters set out at paragraphs 8.4 to 8.8 below.

8.2.3. Further, the Claimants will rely on Tesco's rebuttal, prior to September 2014, of
market analysts who (correctly) queried its reported level of consistent profit margins.
In particular, following publication of the Interim Results 2013/14, Cantor Fitzgerald
published a report on 18 October 2013 entitled "It's just an illusion" which stated,
amongst other things:
"The UK margin is, in ouY view, not sustainable as we believe the majority ofthe cash
margin was supplier investment ~i.e. back maY~inJ and not trading driven...
...we believe investors need to understand how Tesco's UK trading margin can
remain stable especially with the growing pYessuYefrom weak sales and rising costs.
It appears to us that profitability is being managed by short term price increases and
demands for additional supplier funding."(emphasis added)
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8.2.4. Rather than acknowledge this analysis to be true, Tesco rebutted it. For example, on
28 November 2013, The Telegraph reported as follows:
"The claims drew a rebuttalfrom Tesco suggesting Cantor Fitzgerald had failed
to take into account its strategy of making more space for food in stores, at the
expense oflower-margin items such asflat-scYeen televisions.
A spokesman said: `The analyst is clear it is his opinion, based only on
speculation, but he doesn't seem to have taken our previous guidance into
account.
In our interim results presentation last month, we set out how the general
meYchandise transformation programme will be a drag on our sales growth but
beneficial to the overall UK margin, helping to offset some of the other
investments we are makingfor customers."'

8.2.5. Tesco, therefore, sought to maintain the misleading picture of its business which it
had presented to the market in the Published Information, and to conceal the matters
set out at paragraph 8.2.1 above.

8.3.

Wrongful manipulation of Tesco's financial reporting in relation to commercial
income

8.3.1. Further or alternatively, the Published Information published between 17 April 2013
and 22 May 2014 was untrue and/or misleading in that each publication:

(1)

overstated Tesco's UK trading profits for the 2013/14 financial year, for the
2012/13 financial year, and/or for previous financial years; and/or

(2)

overstated Tesco's UK trading profit margins for the same period(s).

8.3.2. Further or alternatively, each such publication omitted to correctly state Tesco's UK
trading profits and/or UK trading profit margin for the same period(s), which were
material facts required to be included within it.

8.3.3. Further or alternatively, the Trading Statement on 29 August 2014 was untrue and/or
misleading in that it misstated the level of trading profit expected to be achieved by
Tesco the first half of the 2014/15 financial year. Further or alternatively it omitted to
state the true level of trading profit expected to be achieved by Tesco, which was a
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material fact required to be included within it.

8.3.4. Further or alternatively, the Published Information was untrue and/or misleading in
that, on the true construction of each publication, it represented that Tesco had not
deliberately and wrongfully manipulated its financial reporting (in order, amongst
other things, to conceal a fall in its trading profits and/or trading profit margin, and/or
purport to satisfy (or effectively satisfy) the 5.2% trading profit margin target to
which Tesco had publicly committed itself, and/or conceal the fact that the
fundamentals of its UK business had declined). Further or alternatively, each such
publication omitted the fact that Tesco had deliberately and wrongfully manipulated
its financial reporting, which was a material fact required to be included within it.

8.3.5. In support of these contentions the Claimants will rely, amongst other things, on:

8.4.

(1)

The matters pleaded at Section 7 above; and/or

(2)

The matters pleaded at paragraphs 8.5 to 8.8 below.

Other respects in which the Published Information was untrue and misleading

8.4.1. As already set out above in Section 5, in each of the Annual Report 2013 and the
Annual Report 2014, Tesco expressly (alternatively, impliedly) represented that Tesco
had complied (and believed it had complied) with the Code that financial year.

8.4.2. However, on the basis of the matters contained in the GCA Report, the GCA ruled
that during the period covered by her investigation (which mostly overlaps with the
Relevant Period) Tesco had acted in breach of paragraphs 2 and 5 of the Code.
Tesco's representations (and, accordingly, each publication containing them) were
therefore untrue and misleading, and/or omitted to state a material fact it was required
to include.
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8.5.

Tesco's public admissions of its overstatement of profits

SeptembeY and October 2014

8.5.1. On 22 September 2014, Tesco issued a trading update which said:
"During its final preparations for the forthcoming interim results, Tesco has
identified an overstatement ofits expected profitfor the halfyear, principally due
to the accelerated recognition of commeYcial income and delayed accrual of
costs.
On the basis ofpreliminary investigations into the UKfood business, the Board
believes that the guidance issued on 29 August 2014for the Group profitsfor the
six months to 23 August 2014 was overstated by an estimated £250m. Some of
this impact includes in-year timing differences. Work is ongoing to establish the
extent ofthese issues and what impact they will have on thefull year.
The Board has asked Deloitte to undertake an independent and comprehensive
review of these issues, working closely with Freshfields, the Group's external
legal advisers.
We will provide a further update at our interim results, which will now be
announced on the 23 October 2014.
Dave Lewis, Group CEO:
"We have uncovered a serious issue and have responded accordingly. The
Chairman and I have acted quickly to establish a comprehensive independent
investigation. The Board, my colleagues, our customers and I expect Tesco to
operate with integrity and transparency and we will take decisive action as the
results ofthe investigation become clear."(emphasis added)
8.5.2. On 22 September 2014, as set out above at paragraph 3.1.3, four senior employees of
the Tesco group were suspended in connection with the matters set out above. Three
of the four have since been dismissed, and are currently facing criminal charges
following the SFO Investigation.

8.5.3. Over the trading week following the 22 September 2014 announcement, the price of
Tesco's shares dropped by 16.6% (the closing price on Friday 19 September 2014 was
229.60p, and the closing price on Friday 26 September 2014 was 191.SSp; following the
pre-market announcement by Tesco on 22 September 2014, Tesco shares opened trading
at 204p).
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8.5.4. On ]. October 2014, the Financial Conduct Authority (the "FCA") announced an
investigation into Tesco's overstatements of profits. (The FCA's investigation was
subsequently discontinued on or around 29 October 2014 upon the announcement by
the SFO of the SFO Investigation.)

8.5.5. On 14 October 2014, as set out above at paragraph 3.1.3, a further 4 senior employees
of the Tesco group were suspended in connection with the matters set out above.

8.5.6. Between the close of trading on Friday 26 September 2014 and the close of trading on
Wednesday 22 October 2014, Tesco shares fell by a further 4.5% (from 191.SSp to
183p).

8.5.7. On 23 October 2014, Tesco stated in its Interim Results 2014/2015 at page 3:
"The Deloitte investigation into the validity ofthefigures has now concluded, and
has confirmed our assessment that there was an overstatement in ouY profit
expectations of£(263)m. The impact to trading profit is £(118)m in the first half
of this year, with afurther c.£(70)m relating to 2013/14 and c.£(75)m relating to
pre-2013/14 treated as one-offitems within these results."

8.5.8. Tesco therefore confirmed, amongst other things, that the level of the profit
overstatement was higher than the £250 million figure previously published on 22
September 2014.

8.5.9. On page 1 of the Interim Results 2014/15, Sir Richard Broadbent, Tesco's Chairman,
stated:
"The issues that have come to light over Yecent weeks are a matter ofprofound
regret. We have acted quickly to clarify the financial performance of the
company. Anew management team is in place to address the Yoot causes o the
misstatement and to develop and implement the actions that will build the
company's future. I am confident that the new Chief Executive and Chief
Financial Officer will move rapidly and effectively in this Yespect." (emphasis
added)
8.5.10. Sir Richard Broadbent was therefore clear on the first page of the Interim Results
2014/15 (which had, it is to be inferred, been reviewed by Tesco's internal and/or
external legal advisers prior to publication) that what had been uncovered and
announced by Tesco was a "misstatement", attributable to the prior management
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team.

8.5.11. By close of trading on Friday 24 October 2014, Tesco's shares fell by a further 7.8%
from their value at the close of trading on Tuesday 22 October 2014 (from 183p to
168.75p). When measured against the price of the shares at close of business on Friday
19 September 2014, Tesco's shares had fallen by 26.5%(from 229.60p to 168.75p).

April 201S

8.5.12. On 22 April 2015, in the Preliminary Results 2014/15, Tesco upwardly adjusted the
level of the profit overstatement for a third time, implying that it was at least £326
million:
"On 22 September 2014 the GYoup announced that the pYevious guidance given on
29 August 2014 regarding profit for the six months to 23 August 2014 was
overstated principally due to the accelerated recognition ofcommercial income and
The internal investigation into the appropriate
delayed accrual of costs.
recognition included a review of whether the impact of accelerated recognition
should be attributed to prior years.
At the time of the interim results, the impacts on prior years were estimated as
resulting in the profit before tax .for the year ended 22 February 2014 being
overstated by £70m and for the years prior to that being overstated by a total of
£75m.
Following further investigations, these estimates have been revised to a total
overstatement to profit before tax of £53n~ for the year ended 22 February 2014,
and a total overstatement of£ISSmfor the years prior to that."
8.5.13. Thus, in summary, as at the date of these Particulars of Claim, Tesco has admitted that
it overstated its net profits:

(1)

By £155 million in 2012/13 and prior financial years;

(2)

By £53 million for the financial year ending 22 February 2014; and

(3)

By £118 million for the first half of the 2014/15 financial year. (However, in
Tesco's Annual Report and Financial Statements for 2015, published on 5
May 2015 (the "Annual Report 2015") it neither confirmed the £118 million
figure nor provided any other figure for the level of the net profit
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overstatement in respect of the first half of that year, and Tesco is required to
confirm whether it asserts that the £118 million figure remains accurate as at
the present date.)
Tesco is, however, required to explain and prove that this statement of the level of the
profit overstatement was correct, in particular given the dramatic disparity between
pre-September 2014 and post-September 2014 levels of UK profit set out at paragraph
8.6 below.

Tesco's "one-off" write-down
8.5.14. Tesco's further upward revision to the reported profit overstatement in its Preliminary
Results 2014/15 coincided with its announcement of apre-tax loss of £6.4 billion for the
year to the end of February 2015, compared to a pre-tax profit of £2.26 billion for the
preceding year and £2.0 billion for the year 2012/2013. The preliminary results included
a so-called "one-ofP' write-down of £7 billion, which included a £4.7 billion fixed asset
impairment and a £570 million write-down in inventory. In this regard:

(1)

Part of the £4.7 billion impairment to Tesco's fixed assets was effectively a
correction of an overstatement of the value of Tesco's stores. The Claimants
believe that this correction was intrinsically linked with 'I'esco's historic
overstatement of commercial income, because (in summary) the value of those
stores is derived from their profitability per square metre, and that profitability
had historically been overstated by Tesco's wrongful practices in respect of
commercial income and the financial reporting thereof.

Accordingly, the

publication of Tesco's true level of trading profit necessarily required a writedown in its property assets.

(2)

Part of the £570 million write-down in inventory is believed by the Claimants to
be connected with Tesco's manipulation of commercial income (for example,
because of high stock levels accrued in order to increase the amount of front
margin and/or supplier allowances related to purchased volumes received by
Tesco).
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(3)

Tesco is required to particularise in detail the reasons and rationale for the
write-downs and/or impairment referred to above.

(4)

The Claimants will rely on the number and nature of Tesco's accounting
estimate and/or policy changes announced in April 2015 in support of an
inference that during the Relevant Period (at least) it had adopted a set of
aggressive subjective accounting judgments in order to increase its reported
profit figures.

Lapse oftime bet~.~een 23 October 2014 and 22 April 201S

8.5.15. Further, the Claimants aver that intensive work to understand and quantify the true
extent of the profit overstatement would have continued during the period
immediately after 23 October 2014, and it is inherently likely that Tesco identified
that the previously published profit overstatement figure of £263 million was
incorrect and misleading well before the Interim Results 2014/15 were published on
22 April 2015. Tesco has provided no or no sufficient explanation of the reasons)
why it took from 23 October 2014 to 22 April 2015 for Tesco to identify that the
previous fgure for the total profit overstatement of £263 million (published on 23
October 2014) was insufficient, and that the true figure was at least as high as £326
million. In the premises:

(1)

It is to be inferred that one or more employees within Tesco knew earlier than
22 Apri12015 that the correct profit misstatement figure was higher than £263
million, but decided to delay announcement of this (further) correction unti122
April 2015 so that the entirety of Tesco's adverse financial reporting could be
published in one go (commonly known as a "kitchen sink" approach to
disclosure of adverse financial results);

(2)

Tesco is put to strict proof as to whether any of its directors knew the same;
and

(3)

Pending full disclosure on this issue, the Claimants strictly reserve their
position as to whether Tesco is liable for delay in publishing information
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under paragraph 5 of Schedule l0A to FSMA.

Cut in Tesco's credit rating

8.5.16. As a result of Tesco's public revelations set out above and/or the consequences of
steps it took to eradicate the wrongful practices and/or wrongful financial reporting
set out above, Tesco's credit rating was cut from (in summary) an "investment grade"
credit rating to a "non-investment grade" / "junk" credit rating:

(1)

Moody's: Telco was placed on review for downgrade on 23 September 2014
as a result of Tesco's announcement of its profit overstatement the previous
day. Tesco was subsequently downgraded, whilst remaining on review for
further downgrade, on 23 October 2014, for reasons which included
uncertainties relating to the FCA's investigation into Tesco's accounting
irregularities and Tesco's financial reporting and controls. On 8 January 2015,
Moody's again downgraded Tesco, with its senior unsecured. long-term rating
falling to `Bal' from `Baa3', and its short-term rating falling to `Not Prime'
from `Prime-3', for reasons which included Tesco's corporate governance.

(2)

Standard & Poor's: Telco was placed on watch for downgrade on 24
September 2014. It was then downgraded on 24 October 2014, for reasons
which included its profit overstatement and its management and governance
deficiencies. It was placed on credit watch with negative implications on 10
December 2014, and on 14 January 201.5 Standard & Poor's downgraded
Tesco's long-term credit rating to `BB+' from `BBB-', and its short-term
credit rating to `B' from `A-3'.

(3)

Fitch: Tesco was assigned a `Rating Watch Negative' status on 22 September
2014, and was downgraded on 23 October 2014. On 24 April 2015, Fitch
again downgraded Telco, with its long-term issuer default rating and senior
unsecured rating falling to `BB+' from `BBB-', and its short-term issuer
default rating falling to `B' from `F3'.
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8.5.17. The Claimants will rely on these downgrades in respect of, amongst other things:

(1)

the significance of the false and/or misleading statements and/or omissions in
the Published Information; and

(2)

8.6.

the Claimants' case on reliance.

Inferences to be drawn from Tesco's financial reporting post-SeUtember 2014

8.6.1. Further, the Claimants rely on the disparity between Tesco's financial reporting for
the pre-September 2014 and post-September 2014 periods.

8.6.2. Tesco's reported profit figures from 2007/08 are as follows:
£m'or as
stated
Revenue

`07/08

`08/09

`09/10

`10/11

`11/12

`12/13

`13/14

`14/15

`15/16

47,298

54,327

56,910

60,931

64,539

64,826

63,557

62,284

54,433

Trading profit

2,751

3,090

3,412

3,679

3,761

3,453

3,315

1,390

944

5.8%

5.7%

6.0%

6.0%

5.8%

5.3%

5.2%

2.2%

1.7%

Trading profit
margin
(% sales)

8.6.3. The equivalent figures for the UK segment of Tesco's annual reports are as follows
(the Claimants understand these figures to include fuel sales, and exclude VAT and
figures relating to Tesco Bank):
£m or as
st~►ted
Revenue

`07/08

`OS/09

`O9/l0

`10/ll

`11/12

`12!f3

`t3/14

`14/l5

`15/16'

34,874

38,191

38,558

40,117

42,248

43,088

43,057

42,933

43,080

Trading profit

2,050

2,313

2,413

2,504

2,480

2,272

2,191

467

505

5.88%

6.06%

6.26%

6.24%

5.87%

5.27%

5.09%

1.09%

1.17%

Trading profit
margin
(% sales)

The Claimants understand that Tesco has sought to explain the fall between the
£2.191 billion trading profit figure for 2013/14 and the £467 million trading profit

4 In 2015/16, Tesco stopped reporting "trading profit" and instead reported "operating profit before exceptional items".
5 In 2015/16, Tesco stopped reporting "trading profit' and instead reported "operating profit before exceptional items". This
figure also included the Republic of Ireland.
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figure for 2014/15 by reference to a number of factors, the largest of which
(representing around £900 million of trading profit) was "prior initiatives". Tesco is
required to particularise and prove the nature and extent of these "prior initiatives"
and whether it accepts that they are connected with the matters set out in Sections 6
and 7 above.

8.6.4. Tesco's financial reporting for 2014/l 5 and 2015/16 therefore displays a material and
structural change as compared to previous years, of over £1.7 billion of trading profit
in respect of Tesco's UK business and around 400 bps of trading margin. Further, the
Claimants note that Tesco's group and UK trading margins for 2014/15 and 2015/16
are materially below the level of 5.2% that Tesco, under its former management,
informed the market that it would maintain.

8.6.5. First, although the performance of Tesco's UK business will be influenced both by the
broader economic climate and the market conditions in the UK retail and grocery
sectors, an obvious and significant change affecting Tesco financial reporting for the
year 2014/15 and subsequently was the revelation on 22 September 2014 of Tesco's
wrongful practices in respect of commercial income and the financial reporting
thereof, and Tesco's public announcement that it would no longer employ such
practices. It is to be inferred that the disparity between Tesco's financial reporting for
the pre-September 2014 and post-September 2014 periods was at least significantly
contributed to by Tesco's wrongful practices set out above in Sections 6 and 7 and/or
by its abandonment of those wrongful practices. The Claimants will rely on the
disparity between Tesco's financial results prior to and subsequent to this revelation
in support of their case on:

(1)

the scale and impact of Tesco's wrongful acts to increase commercial income
and its wrongful manipulation of the reporting of commercial income;

(2)

the untrue and misleading nature of the statements in the Published
Information referred to above in Section 5; and

(3)

the Claimants' case on reliance.
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8.6.6. Secondly, the disparity set out above gives rise to the inference that Tesco's public
position as to the level of profit overstatement in the first half of 2014/15 (as
particularised at paragraph 8.5.13 above) and in previous financial years is incorrect
and remains an underestimate of the actual level of profit overstatement.

8.7.

Tesco's dividends post-September 2014

8.7.1. For the same reasons as set out in paragraph 8.6 above, the Claimants will rely on the
decline in Tesco's dividend as set out below:
Interim Dividend
bate
24 December 2009

Final Dividend
Date
9 July 2010

Interim Dividend
er share)
3.89

Fina} Dividend.
(, er share
9.16

Total Dividend
(` er share
13.05

24 December 2010

8 July 2011

4.37

10.09

14.46

23 December 2011

6 July 2012

4.63

10.13

14.76

21 December 2012

5 July 2013

4.63

10.13

14.76

20 December 2013

4 July 2014

4.63

10.13

14.76

19 December 2014

3 July 2015

1.16

0.0

1.16

18 December 2015

1 July 2016

0.0

0.0

0.0

8.7.2. The Claimants will rely on this decline in support of their case on:

(1)

the scale and impact of Tesco's wrongful acts to increase commercial income
and its wrongful manipulation of the reporting of commercial income;

(2)

the untrue and misleading nature of the statements in the Published
Information referred to above in Section 5; and

(3)

8.8.

the Claimants' case on reliance.

Public confirmation by Mr Lewis and Mr Stewart of Tesco's historic practices

8.8.1. Further, in support of their case on Tesco's wrongful practices set out above in
Sections 6 and 7, the untrue and misleading nature of the statements in the Published
Information set out at paragraphs 8.2 and 8.4 above, and the inferences set out above
at paragraphs 8.6.5 and 8.6.6, the Claimants will rely on the understanding of Mr
Lewis and Mr Stewart, Tesco's new CEO and CFO respectively, in respect of Tesco's
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wrongdoing prior to their assumption of office. As set out in more detail below, each
of them has repeatedly communicated to the market since they took office that Tesco
had previously engaged in wrongful behaviour and misleading financial reporting in
respect of commercial income, which practices they confirmed they did not intend for
Tesco to continue.

8.8.2. On an analysts' call on 8 January 2015:

(1)

Mr Lewis said "The thing.7should mention in commercial income is that as we
unwind the way that we were doing commercial income historically, and we
clearly addressed all ofthose accounting issues, it will have an impact on how
it is we manage the cash at, the end of the year as well. So we just give you
~sightJ of that because we won't close ortt in the same way that we've done in
the past". Mr Lewis therefore expressed his understanding that historically
Tesco had manipulated its reporting in respect of commercial income at the
end of annual reporting periods, that Tesco would no longer be engaging in
those practices, and that this explained (at least in part) the fall in Tesco's
reported profit and margins.

(2)

In response to a question from Mr Jaime Vazquez of JP Morgan asking what
proportion of the "reversed" commercial income would be recovered in the
2015/16 financial year, Mr Stewart effectively declined to say that any
material proportion would be recovered. It is to be inferred that Mr Stewart's
position was based on his understanding that during the Relevant Period
Tesco's accounting in respect of commercial income had been wrongful, such
that when the wrongful practices were abandoned the level of commercial
income that would be recognised within Tesco's accounts would be
permanently lower than before.

8.8.3. In a presentation given on 22 April 2015, the day that Tesco's Preliminary Results
2014/15 were released, Mr Lewis said:
"We had 24 different ways of generating accounting for commercial income.
That's a lot. We think it's too many; we think it's too complicated. We think it
potentially leads to some ofthe wrong behaviour ...
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I've said it publicly before. 1 think ifcommercial income is focused on closing a
profit gap you lose some of the purpose of what it was designed for in the first
place."

8.8.4. Mr Lewis therefore expressed his understanding that Tesco's approach to the financial
reporting of commercial income had historically been focussed on "closing a profit
gap" and had led to "wrong behaviour" at Tesco.

8.8.5. In the same presentation:

(1)

Mr Stewart said, in response to a question from Mr James Collins, an analyst
from Stifel Nicolaus &Company who had asked "commercial income has hit
profits. Where does thatfall? And an associated question, how much of that
comes back as that normalizes?", the following:
"Equally, and this is very important, we haven't had the yearend activity
which perhaps accelerated and then led to a deceleration. Now we all
lznow that when one gets into those sorts ofactivities, wherever they are in
a business, the next year it has to be bigger. So we've stopped that and
we've taken it away.
Quantifying that is very, very difficult, but I really wouldn't expect that you
should -- if what you're asking is should we see a bounce bacl~ in
commercial income in the next year, I Yeally wouldn't take you down that
path, because if we look at where we were, we've changed the way we're
running the business. Some ofwhat we did earlier hasn't worked."

(2)

Mr Lewis said:
"We talked about Yecognition in the half year of commercial income.
There was an assumption in our business that what had got us to thatfirsthalf position would happen in the second-half position, and we clearly
didn't do that.. Wejust clearly didn't do that.
So let's just be candid; we didn't do that. We didn't do some ofthe things
at the end of the year that perhaps we may have done in the past as well,
and that had an impact.
Later, in response to a question fYom Mr Dennis of Cantor Fitzgerald) ...
because [everyone) talks about the bounceback. I think conceptually what
I'd say to you is this. We had, in the last two or three years in particulaY,
got ourselves into a place where a level of profitability was being
generated by things we don't want to repeat goingforward. Right? It's as
simple as that."
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(3)

Therefore, both Mr Lewis and Mr Stewart expressed their understanding that
historically Tesco had manipulated its reporting in respect of commercial
income in relation to particular financial reporting periods, that Tesco would
no longer be engaging in those practices, and that as a result analysts should
not expect much of the commercial income which had been included as
accrued in the Published Information to materialise in subsequent reporting
periods.

(4)

Further, in response to the question from Mr Collins, Mr Lewis said, "the
movementfYom back to front margin is something that we see as important.
So the quantum of commercial income we would look to recover, it's not a
bounceback, it's not an immediate thing." By this statement, Mr Lewis was
explaining (a) his intention to decrease the amount of back margin relative to
front margin that Tesco received, and (b) his understanding that Tesco's new
approach to commercial income (and the reporting thereoflpost-September
2014 meant that the levels of commercial income received by Tesco and
contained within its UK reported trading profit would remain at the lower,
post-September 2014 levels for the foreseeable future (in other words, the
reported levels of UK trading profit and trading margin pre-September 2014
were achieved only by the inappropriate and unsustainable practices which
Tesco had now abandoned).

(5)

Mr Lewis also said in response to the same question,"We want to get back to
the level of commercial income that we had, but we want it to be simpler;
more in the case price, less in the other deals" (emphasis added). Mr Lewis
therefore expressed his understanding that historically back margin had
assumed disproportionate significance as compared to front margin.

8.8.6. Further, on an analysts' call on 14 January 2016, in response to a question from
Xavier Le Mene of Bank of America Merrill Lynch concerning (in summary) whether
Tesco's performance would decline following its Christmas trading period, Mr Lewis
said that "It was 8t1i January last year that we set about trying to change the
organisation...", and shortly thereafter defended Tesco's performance "especially if
you give us the creditfor not repeating those corporate [activitiesJ...". This was a
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reference by Mr Lewis to the matters set out above in this paragraph 8.7.

8.8.7. In addition, on the date that the GCA Report was published (26 January 2016), Mr
Lewis publically accepted that "The absolute focus on operating margin had
damaging consequences for the business and our relationship with suppliers". Mr
Lewis therefore expressed his understanding that Tesco had historically had an
absolute focus on maintaining its reported trading margin levels. Further, it is to be
inferred that the "damaging consequences" to which Mr Lewis was referring were the
consequences of Tesco's wrongful acts in respect of commercial income set out above
and in the GCA Report.

9.

KNOWLEDGE AND STATE OF MIND OF TESCO PERSONNEL

9.1.

The roles and responsibilities of Mr Clarke, Mr McIlwee and Mr Hanna

9.1.1. Mr Clarke was the CEO of Tesco from 3 March 2011. He began working for Tesco
in 1974, working in store. He worked his way up through various store management,
commercial and marketing roles, and was appointed to Tesco's Board in 1998 as its
Supply Chain Director. Prior to his appointment as CEO, Mr Clarke worked as
Tesco's Asia, Europe and IT Director. It is to be inferred that Mr Clarke had,
throughout the Relevant Period up until 1 September 2014, an unrivalled knowledge
of Tesco's business and how it was operating, performing and reporting.

9.1.2. Mr McIlwee joined Tesco in 2000 as UK Finance Director, and later served as
Distribution Director. He became CFO in 2009. Again, it is to be inferred that Mr
IVIcIlwee had an extremely good understanding of Tesco's business and how it was
operating, performing and reporting.

9.1.3. Mr Hanna was Chairman of Tesco's Audit Committee from April 2009. Given his
role and that of the Audit Committee, it is to be inferred that he had an extremely
good understanding of Tesco's business, and in particular the financial reporting of
that business, throughout the Relevant Period.

9.1.4. The Claimants rely on those matters in support of an inference that, if their pleaded
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case on Tesco's wrongful practices and/or its untrue and/or misleading statements
and/or its omissions is found to be correct, Mr Clarke, Mr McIlwee and/or Mr Hanna
must have had knowledge of(alternatively, been wilfully blind to) those matters.

9.1.5. In respect of Mr Clarke, the Claimants further rely on an article dated 11 May 2015
by Rupert Steiner for The Daily Mail, written following Mr Steiner's conversations
with a number of former and current Tesco employees, in which he said that one of
his sources stated that Mr Clarke "was putting huge pressure on people to deliver the
numbers" and that "the phrase that came out was, 7don't care how you do it, just do
it"'.

9.1.6. In respect of Mr McIlwee, the Claimants note that following his resignation in April
2014 he was originally intended to leave post at the end of November 2014, but it is
unclear when he in fact ceased performing his role. It appears that he may have
ceased to do so much earlier than November 2014; if that is the case, the Claimants
require Tesco to confirm so, and particularise which individuals) were carrying out
the function of CFO until Mr Stewart began performing that role.

9.2.

Widespread knowledge of Tesco senior management

9.2.1. It is to be inferred from, amongst other things:

(1)

the senior roles and responsibilities of Mr Bush, Mr Rogberg, Mr Scouler and
Mr Grace;

(2)

Tesco's suspension of each of these individuals either immediately upon, or
shortly after, Tesco's announcement of its profit overstatement on 22
September 2014;

(3)

the subsequent dismissal by Tesco of all of them; and

(4)

the SFO Investigation into Tesco, which resulted in criminal charges of false
accounting and fraud being brought against three of them,

that each of these individuals knew of the matters set out in Sections 6 and 7 above,
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and knew that the statements referred to at Section 5 above were untrue and/or
misleading and/or knew that the Published Information omitted matters amounting to
the dishonest concealment of a material fact as set out at paragraphs 8.2 and 8.3
above.

9.2.2. Further, the Claimants note the statement by Mr Lewis, made on around 8 December
2014 in connection with the reinstatement of Mr Simister following his suspension on
22 September 2014, that Tesco's investigation into the profits overstatement had
revealed that Mr Simister had "worked tirelessly to resolve the issues wefaced". The
Claimants rely on this statement in support of an inference that Mr Simister knew of
at least some of the matters set out in Sections 6 and 7 above and knew that the
statements referred to at Section 5 above were untrue and/or knew that the Published
Information omitted matters amounting to the dishonest concealment of a material
fact as set out at paragraphs 8.2 and 8.3 above.

9.2.3. Further, it is to be inferred from the eventual removal of Mr Linnane, Mr Jago, Mr
McCurley and Mr Robinson from their posts, in the management restructure
implemented by Mr Lewis upon taking office, that Mr Lewis and his new
management team felt that these four individuals bore some degree of culpability or
responsibility in connection with the matters set out above. It is to be inferred that
each of these individuals knew of the matters set out in Sections 6 and 7 above, and
knew that the statements referred to at Section 5 above were untrue and/or misleading
and/or knew that the Published Information omitted matters amounting to the
dishonest concealment of a material fact as set out at paragraphs 8.2 and 8.3 above.

9.2.4. All of these individuals were senior individuals within Tesco, and some of them sat
on Tesco's Executive Committee which (in summary and alongside the CEO)ran the
Tesco group day-to-day. It is to be inferred that this level of knowledge amongst
Tesco's senior management cannot have existed without one or more of Tesco's
appointed directors(most likely Mr Clarke, Mr McIlwee and/or Mr Hanna) having the
same knowledge (alternatively, having been wilfully blind to the relevant matters).

9.2.5. This is supported by the press report, on 19 October 2014, in The Telegraph, that
Tesco's own internal investigation had uncovered evidence that a group of individuals
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within Tesco had deliberately misled Tesco's auditors in respect of a period of more
than a year. The report was said to be based on information from a "senior source
close to the investigation", and it is averred that it was correct.

9.3.

The breadth and scale of Tesco's wrongful practices
The Claimants rely on:

(1)

the extent of Tesco's wrongful practices set out above in Sections 6 and 7; and

(2)

the extent of the impact on Tesco's financial reporting, credit rating and
dividend set out at paragraphs 8.5 to 8.8 above,

in support of an inference that practices of this breadth, scale and impact must have
been known to one or more of Tesco's appointed directors (most likely IVIr Clarke, Mr
McIlwee and/or Mr Manna), alternatively they must have been wilfully blind to the
same.

9.4.

Departure of Mr Clarke and Mr McIlwee
The Claimants rely on the timing of the departure of Mr McIlwee from Tesco
(apparently in April 2014) and the resignation of Mr Clarke (in July 2014) in support
of the inference that their departures were linked to the wrongful practices set out
above, and accordingly that each of Mr Clarke and Mr NlcIlwee were aware of those
wrongful practices, alternatively were wilfully blind to the same.

9.5.

The Tesco whistleblower

9.5.1. It has been widely reported that the "whistleblower", whose report is widely believed
to have forced Tesco to make its announcement on 22 September 2014 and who has
been described by Mr Lewis as a "reasonably senior person", had made an initial
report a significant period of time beforehand, when Mr Clarke was the CEO.
Amongst other things, an article in The Sunday Times dated 28 September 2014
reported that the whistleblower (said to have reported to Mr Rogberg) had reported
concerns whilst Mr Clarke was still CEO, and an article in The International Business
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Times dated 29 September 2014 reported that the whistleblower had been "ignoredfor
months".

9.5.2. The Claimants rely on this in support of an inference that the substance of the
whistleblower's initial report would, formally or informally, have been communicated
to one or more appointed directors of Tesco (most likely Mr Clarke, Mr McIlwee
and/or Mr Hanna).

9.5.3. Further, the Claimants reserve their right, following full disclosure by Tesco in
respect of the whistleblower, to advance a claim under paragraph 5 of Schedule l0A
to FSMA.

9.6.

Conclusion on knowledge and understanding of Tesco personnel

9.6.1. Under Schedule l0A of FSMA,the relevant knowledge and/or state of mind of Tesco
is held by "persons discharging managerial responsibilities"("PDMR").

9.6.2. For the reasons set out above, it is to be inferred that one or more appointed directors
of Tesco (most likely, Mr Clarke, Mr McIlwee and/or Mr Hanna) knew (alternatively,
was wilfully blind to the fact) that the statements referred to at Section 5 above were
untrue as set out above in Section 8. For the same reasons, it is to be inferred that, in
respect of the omissions referred to in Section 8 above, the same individuals) knew
(alternatively, were wilfully blind to the fact) that those omissions were the dishonest
concealment of a material fact. Those individuals) were PDMR in relation to Tesco.
The Claimants reserve their right following disclosure to apply to amend these
Particulars of Claim and assert that other individuals (including in particular one or
more members of the Tesco Executive Committee) were persons occupying the
position of director in respect of Tesco within the meaning of paragraph 8(5) of
Schedule l0A of FSMA.

9.6.3. If that primary case is not accepted, the Claimants' alternative case is that Mr Bush,
Mr Rogberg, Mr Scouler and/or Mr Grace were PDMR in relation to Tesco within the
meaning of Schedule l0A of FSMA. As set out above at paragraph 9.2, each of those
individuals knew of the matters set out in Sections 6 and 7 above, and knew that
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(alternatively, were wilfully blind to the fact that) the statements referred to at Section
5 above were untrue andlor that the Published Information omitted matters amounting
to the dishonest concealment of a material fact.

10.

LIABILITY UNDER FSMA

10.1. Untrue and misleading statements, and omissions,in the Published Information

As set out above in Sections 5 and 8, the Published Information contained untrue and
misleading statements, and/or omitted matters of material fact required to be included
within it.

10.2. KnowledEe

As set out above at Section 9, one or more PDMR in relation to Tesco had the
knowledge and/or state of mind required under paragraph 3 of Schedule l0A of
FSMA.

10.3. Reliance

The Claimants dealt with Tesco shares between 17 Apri12013 and 22 October 2014 in
reliance on the Published Information, and they (and/or those in respect of whose
rights or loss they claim) suffered loss in respect of those shares as a result of the
untrue and/or misleading statements and/or the omissions in the Published
Information set out above. Accordingly, Tesco is liable to pay compensation to the
Claimants.

10.4.

uantum

10.4.1. Each Claimant (and/or those in respect of whose rights or loss they claim) is entitled
under section 90A of FSMA and Schedule l0A thereof to compensation, amounting
to the higher of(a) the difference between the price paid for the shares, and the price
at which they were later sold (if a relevant sale took place) or their value as at the
relevant date (if not sold),(b)the difference between the price paid for the shares, and
their value as at the date that the Court finds the market was appraised of the true
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position by Tesco,(c) the difference between the price paid for the shares, and their
true value as at the date of purchase, or (d) the difference between the price paid for
the shares, and the price that would have been paid if the true facts had been known
and/or Tesco's untrue and misleading statements and omissions had not been made;
alternatively any other measure or amount of loss which the Court finds to be
appropriate in respect of the wrongs for which the Claimants claim.

10.4.2. The Claimants will further particularise their case on quantum in due course.

11.

INTEREST

The Claimants claim simple interest pursuant to section 35A of the Senior Courts Act
1981 on such sums and at such a rate as the court determines to be appropriate.
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AND THE CLAIMANTS CLAIM FROM THE DEFENDANT:

Compensation, to be particularised in due course under section 90A of FSMA

(1)

and Schedule l0A thereof;

(2)

Statutory interest pursuant to section 35A of the Senior Courts Act 1981 at
such rate as the Court determines to be appropriate;

(3)

Further or other relief;

(4)

Costs.

NEIL KITCHENER Q.C.
RICHARD MOTT
SIMON GILSON

STATEMENT OF TRUTH

The Claimants believe that the facts stated in these Amended Particulars of Claim are true. I
am duly authorised by the Claimants to sign this statement.

Full name: Sean Norman Upson (Stewarts Law,Partner)

~~F~~v~

Signed: __~

Date:

,~c

~~,-✓a/~

20/
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