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1. Summary 

 

In this note the accounts of Tesco plc3 for 2021, 2020 and 2019 are reviewed to see if the 

entries in them with regard to corporation tax quite literally add up. We also checked to see 

if they gave a clear impression of the tax bills owing by the company in each of those years.  

 

Based on the evidence within those accounts, the relevant extracts from each of which are 

reproduced at the end of this note, those accounts do not add up without the assistance 

provided to the author of this report by Tesco plc4 in providing data not published in the 

accounts themselves.  

 

In 2021 there was a difference of £26 million within the published accounts that Tesco plc 

had to explain using unpublished data, with the reported closing tax liability being lower 

than expected.   

 

 
1 Visiting Professor of Accounting, University of Sheffield Management School 

Visiting Professor, Anglia Ruskin University Global Sustainability Institute 

Director, Corporate Accountability Network 
2 Corporate Accountability Network Limited 

33 Kingsley Walk, Ely, Cambridgeshire, CB6 3BZ 

www.corporateaccountabilitynet.work 

Registered at the above address. Registered number 11791864 
3 https://www.tescoplc.com/investors/reports-results-and-presentations/annual-report-2020/  
4 Thanks are offered to Tesco plc with their assistance with regard to this matter. 
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In 2020 the difference is £3 million within the published accounts that Tesco plc had to 

explain using unpublished data, again with the closing tax liability being lower than 

expected. 

 

In 2019 there was a difference of £27 million within the published accounts that Tesco plc 

had to explain using unpublished data, this time with the closing tax liability being higher 

than excepted.  

 

Each of these numbers is significant. In 2019 and 2021 they are big in proportion to the tax 

bills that Tesco plc says it has for the years in question. In 2021 the required adjustment 

changed the overall impression of the tax liability due by Tesco plc for the year, changing it 

from a liability owing to a net refund being due to the company.  

 

Nothing in this report says that Tesco plc has its tax accounting wrong. As Tesco has noted 

in correspondence with the author of this note: 

 

The detailed tax disclosures in our consolidated accounts are in line with market 

practice and comply with the International Reporting Standard IAS12 in relation to 

tax5. 

 

We respect this view, of course. What we are saying is that despite the fact that the tax 

accounting by Tesco plc is compliant with required standards it is incomplete for reasons 

that cannot be explained from the accounts themselves. We are not saying Tesco plc is at 

fault as a result: we are suggesting that the required standards are. It is the standards that 

are leaving the users of Tesco plc’s accounts short of the data that they require to inform 

their decision making about tax in that company’s accounts, and that is the problem we are 

addressing in this report.  

 

For the record we are aware that this failing is commonplace: Tesco plc is to be 

commended for engaging with us on this issue. Other companies have not.  

 

At the Corporate Accountability Network we think that full disclosure so that informed 

decision making on tax in a company’s accounts matters. All the stakeholders of a 

company, from its shareholders, to its employees, to its tax authority and those of us who 

depend on the company to pay the right amount of tax, have a right to know that the 

accounts of the company are correctly, and completely, stated when it comes to tax. The 

accounting tests referred to in this note found that we could not prove this on the basis of 

the information in Tesco plc’s accounts. As a result we suggest that the users of those 

 
5 Email dated 26-5-2021 
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accounts might have a lot less confidence in the data that Tesco plc has published than we 

think is desirable, precisely because it has followed accounting rules that are insufficient, 

and not through any fault of the company.  

 

We have also identified another issue. Whilst in 2019 the declared tax charge for the year 

was relatively close to what we might think the actual charge for the year to be (£344 million 

declared, £339 million actual liability for the year) this is not true in the other years. In 2020 

the declared tax charge for the year was £367 million but this ignores other tax credits that 

Tesco claimed, meaning that the actual tax charge for that year looks to have been £327 

million. In 2021 the difference is even bigger. The tax charge in the accounts suggested 

that £178 million was owing. However, after no less than five adjustments that need to be 

made to this sum, one of which was not identifiable in the right amount without the 

assistance of Tesco plc, and all of which are dotted through the accounts, we think that the 

actual tax figure for that year was that a credit of £10 million was due to the company. That 

is a figure £188 million different from that which Tesco plc published as its headline tax 

charge for the year.  

 

We think that these differences matter. We believe that people want to know that they are 

getting the whole story on tax from a company.  

 

We also think that the accounts of a company should make sure that the overall tax charge 

for the year, however it is calculated, can be appraised, and in just one place.  

 

For this reason, and given the importance of tax to investors, the public and in international 

politics as new discussions on minimum effective tax rates are taking place between 

countries as calls are being made to eliminate corporate tax abuse, we are proposing that 

there should be new tax accounting rules that would require that overall summaries of the 

tax due by a company for a year, and a reconciliation of how that sum is settled should be 

included in the accounts so that confidence that tax declared is paid can be established. 

We think that this is the minimum that the users of accounts should expect from a company. 

 

We drew this matter to Tesco’s attention and they said: 

 

The assertion that numbers in our audited accounts do not add up in relation to tax 

is incorrect. We take our tax reporting and tax compliance extremely seriously, and 

our corporate tax reporting adheres to all relevant accounting standards. The 

detailed tax disclosures in our consolidated accounts are in line with market practice 

and comply with the International Reporting Standard IAS12 in relation to tax. We 

have provided full explanations for each of the points raised with us, and we 

strongly disagree with the tone and conclusions of this report. 
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We do agree that the accounts of Tesco plc do add up. We do however have to point out 

that this is only true for those who call upon Tesco plc to provide assistance to prove that 

this is the case, as we did. Our hope is that Tesco plc will give us the full story with regard 

to tax in their accounts in future and that no one else will need to call on them to provide 

explanations that prove that their accounts do balance with regard to tax. 

 

2. The background  

 

Accounting is a logical subject. Certain rules can, therefore, be expected to apply to 

accounting disclosure. If they do not then it is reasonable to ask why that is the case.  

 

One such simple arithmetical rule, or accounting identity6, should apply in the case of the 

accounting for corporation tax. In this case the simple rule is that if the opening balance at 

the start of a period for corporation tax due has the current corporation tax charge for that 

period added to it (whether that charge is in the income statement7 or wherever else it 

might charged in the financial statements8) and then the amount of corporation tax actually 

paid in the period as recorded in its cash flow statement is taken off the resulting total then 

the balance remaining should be the corporation tax due at the end of the year as shown 

on the closing balance sheet for the entity9 reporting this data.  This accounting identity can 

be expressed in this way: 

 

 £’m £’m 

Opening corporation tax balance owing as per 

balance sheet at the start of the period 

 A 

Add: Current period tax charge  B  

Add: Any tax charges elsewhere in the accounts 

for the period 

C  

Total tax charges for the period  D 

Total potential tax owing for the period (A+D)  E 

Less: Tax paid during the period as per the cash 

flow statement 

 F 

 
6 In this context an identity is an equation that always holds true. Accountants sometimes refer to the entries 

that make up these accounting identities as ‘control accounts’ that must be required to balance to prove the 

underlying integrity of the accounting data that underpins a set of accounts.  
7 Also called the profit and loss account 
8 As noted later in this note. 
9 The term entity is used in place of ‘company’ when talking generically in this note because the accounting 

identity being discussed holds true for any set of accounts whether for a company, or an individual, a trust, 
charity or any other concern that prepares accounts.   
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Closing corporation tax balance owing as per 

balance sheet at the end of the period (E-F) 

  

G 

 

Double entry requires that this be true. This is because the opening and closing balance 

sheets of an entity for a period are always reconciled via movements recorded in its: 

 

a. Income statement; 

b. Statement of comprehensive income; 

c. Statements of change in equity; 

d. Other charges e.g. with regard to exceptional items and discontinued activities; 

e. Cash flow statement. 

 

In each case it is assumed that the supporting notes to these disclosures are part of these 

statements. There should be no double entry regarding tax that does not get reflected in 

these statements. In that case it should be possible, if appropriate disclosure is made, for 

the above noted reconciliation to be undertaken for any company that publishes all of 

these statements.  

 

This note is published as part of a new research project being undertaken to determine 

whether adequate disclosure is made to explain the corporation tax due by major UK listed 

companies, This disclosure should, we think, provide all the necessary information as noted 

above that is required to demonstrate that this accounting identity holds true in the case of 

those companies. The test seeks to determine to whether those companies’ tax disclosures 

can be relied upon as being complete. If the noted equation balances then that is assumed 

to be the case. If it does not balance then it is assumed that there is missing information 

that the reporting entity still needs to explain.  

 

3. Tesco’s accounting  

 

In this note the accounts of Tesco plc for its trading periods ended in February 2021, 2020 

and 2019 have been tested to see whether the tax disclosures made are complete. We did 

this by testing whether the information required to demonstrate that the corporation tax 

accounting identity noted above is available within those accounts. As a secondary issue, 

the difference between the declared tax due for the period has been compared with the 

overall tax liability owing and tax actually paid. 

 

The summary of the findings is as follows: 
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The notes referred to are as follows:  
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Some explanation of the colour coding is required: 

 

• Blue represents the current tax charge as published in the accounts; 

• Green is a figure extracted from the accounts, with the source explained by the notes; 

• Orange is the actual current tax liability for the year after adjustments to the figure 

shown in blue are made for the other items that are noted in the accounts, or in one 

case by Tesco plc; 

• Grey is a figure for the difference that the accounts could not explain. That for 2021 

would be £26 million except for the fact that the figure highlighted in yellow for the that 

year has already been adjusted from the £87 million figure published in the accounts to 

exclude £26 million of deferred tax which was not referred to in the accounts; 

• Yellow refers to items that could not be explained from the accounts and which were 

explained by Tesco plc after inquiry was made on this issue. 

 

4. The figures not included in the accounts  

 

Three figures had to be supplied and explained by Tesco plc to make the above figures 

balance: 
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• In 2019 the closing tax liability was inflated by a sum owing in respect of Booker plc, 

which was acquired during that year, which sum did not reflect trading in the year. As 

Tesco plc have pointed out, this did not need to be separately disclosed with regard to 

that acquisition, but it did mean that the accounts could not be shown to add up using 

the data disclosed within them; 

• In 2020 an immaterial business disclosure took place and £3 million of tax liability was 

transferred as part of that disposal. As Tesco plc have pointed out, this did not need to 

be separately disclosed with regard to that acquisition, but it did mean that the 

accounts could not be shown to add up using the data disclosed within them; 

• In 2021 tax of £87 million was shown to be due on discontinued trading operations (see 

section H of the data appendix). This sum was not split between deferred and current 

tax liabilities arising. Tesco plc has advised that £26 million of this sum related to 

deferred tax, leaving the current tax charge as £61 million. This information could not 

be ascertained from the accounts meaning that the accounts could not be shown to add 

up using the data disclosed within them. 

 

We are grateful to Tesco plc for supplying this information when request was made. We 

could not have ascertained it in any other way.  

 

5. The differences arising  

 

As will be apparent, the anticipated balance was not found in any year. 

 

The differences can be considered as follows: 
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As will also be apparent, the noted accounting issues arising can significantly change the 

view of the tax liabilities owing by the company in a year. 

  

Tax actually paid is consistently higher than that declared to be owing, which also makes 

this an unreliable measure. The difference in 2021 is dramatic.  

 

6. Why this matters 

 

The presumption when working on this note was always that the accounts of Tesco PLC did 

balance with regard to corporation tax. It was also presumed that overall its tax liabilities 

must be fairly stated, because that is the assurance that both the directors of the company 

and its auditors provide.  

 

However, what the above noted workings suggest is that although this is the case 

insufficient data has been provided in the financial statements of the company to 

demonstrate that this is so and that other data, not included in the accounts themselves., 

was required to demonstrate that this assumption was correct.  

 

It is our opinion that this issue matters. It is important that something as basic as the double 

entry bookkeeping for corporation tax liabilities should be capable of being traced in the 

fashion that we have outlined above if the credibility of the accounts of an entity is to be 

accepted by all its stakeholders.  
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It is also vital that the stakeholders of a company have a proper view of the overall tax 

position of a company in a year, which data is hard to extract from the accounts of Tesco 

plc.  

 

It would also be appropriate that a company explain why its tax paid might consistently be 

above the tax liabilities that it appears to suggest it owes, as is the case with Tesco plc.  

 

There is now widespread acceptance of the idea that the stakeholders of company are 

much more broadly based. We suggest that there are seven stakeholder groups10:  

 

a. The shareholders; 

b. Other providers of capital; 

c. Trading partners, whether customers or suppliers; 

d. Employees, whether past, present or future; 

e. Regulators;  

f. Tax authorities; 

g. Civil society in all its forms, including the communities that host the activities of the 

company, civil society organisations, researchers, journalists and others who have 

interest in the external impact that the company has, whether that be upon the 

social, economic, political  or natural environment. 

 
This issue is of concern to these stakeholders for the following reasons: 

 

a. Shareholders 

 

This accounting identity is a basic test of accounting credibility. Can the company make 

reliable statements to its members? If it cannot, what dependence should be placed upon 

the other statements included in the accounts? Should shareholders have to go to the 

lengths we have to establish the true position of the tax data within the accounts of the 

entity?  

 

b. Other providers of capital 

 

Other providers of capital to a company will be concerned as to whether the tax liabilities 

are fairly stated. The ability of the company to forecast its cash flows as a result of having to 

settle liabilities is critical to an appraisal of whether it can also settle sums owing to loan 

financiers. Getting simple accounting identities right indicates the presence or absence of 

attention to accounting detail that is important when it comes to such issues. 

 
10 http://www.corporateaccountabilitynet.work/what-we-are-about/stakeholders/  
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c. Trading partners 

 

Likely to have similar concerns to the other providers of capital. 

 

d. Employees  

 

Employees are dependent upon their employer to correctly deduct taxes owing from their 

pay and to make settlement of it to their tax authority. They do, therefore, wish to know 

that the tax accounting of their employer is correct and should have this demonstrated to 

them. 

 

e. Regulators  

 

Regulators are dependent upon accurate disclosure of information by the entities whose 

affairs they oversee and therefore basic tests of accounting credibility are of importance to 

them when appraising the risks inherent within an organisation. Should they have to go to 

the lengths that we have to establish the true position of the tax data within the accounts of 

the entity?  

 

f. Tax authorities  

 

The correct statement of tax liabilities is of significance to tax authorities because they are 

dependent upon the correct statement of accounts as the starting point for the estimation 

of tax liabilities owing by all limited liability entities. Although the items referred to in this 

note do not, in themselves, impact profit, they can have a consequence. In particular, if the 

estimation of minimum effective tax rates is to become commonplace with regard to 

multinational corporations then the correct statement of the tax due and paid by a 

company becomes a matter of some considerable significance and the lack of appropriate 

accounting data to prove that this is occurring will be of importance. As such ensuring that 

this disclosure is correct has now become a matter of some significance.  

 

Correct statement about other entities not subject to minimum effective tax rate calculation 

is also important because much of the risk assessment process undertaken by tax 

authorities to decide those whose affairs should be audited is dependent upon statistical 

analysis, and the failure to appropriately state accounts could impact the quality of that 

work with a misallocation of scarce tax authority resources arising as a result.  
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g. Civil society  

 

The tax paid by large companies has become a matter of considerable concern to many 

organisations within civil society during the 21st century. Those organisations are 

dependent upon the provision of correct information from companies to ensure that any 

review that they undertake is reliable. In that case any test that proves the reliability of the 

information supplied is of considerable significance to civil society and any difference 

arising should be a matter of some concern to those engaged within it.  

 

7. What could and should be done about this 

 

The obvious solution to the problem that we have identified is for Tesco plc to ensure that 

its accounts do reconcile in the way that we have noted that they should each year. 

 

We suggest that a reconciliation demonstrating that this is the case be added to its tax note 

within its accounts in each year in the future. 

 

We suggest that the same requirement be made of all companies, irrespective of size. 

Given the importance of tax within accounts we suggest that this basic test of credibility is 

an essential part of accounts in an era when tax is such a significant issue for all companies 

whatever accounting rules apply to them.  

 

We also suggest that the total tax charge for the year be disclosed in the way that we have 

suggested possible in this note. 

 

If tax paid differs to tax declared we also suggest that an explanation of the differences 

arising should be made.  

 

To assist achievement of these goals we suggest that when a company is not required to 

publish a cash flow statement it should now include a statement of the amount of 

corporation tax paid in a year in its tax note to its accounts. 

 

To reinforce this requirement, we suggest that the items that we note now be required by 

International Financial Reporting Standards; by UK generally accepted accounting 

principles and by UK company law. 
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Appendix - Tax in the accounts of Tesco plc 

 

The data  

 

A. The income statements  

 

For 2021 and 2020 (restated, and so not used in this exercise): 

 

 
 

 

And for 2020: 
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And 2019: 
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B. Statement of comprehensive income 

 

For 2021: 

 

 
 

For 2020: 
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For 2019: 
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Note 6 to the 2021 accounts explain the movement for that year as follows: 

 

 
 

And from note 6 to the accounts for 2020 and 2019, for which latter year tax was not 

restated and so this note is reliable: 
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Only figures for current tax are relevant to the exercise being addressed in this note.  

 

C. The statement of changes in equity  

 

This statement is as follows for 2021: 

 



Corporate Accountability Network – Tax in the accounts of Tesco plc 20 
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In 2020 it was as follows: 
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In 2019 it was stated to be: 
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These are explained in Note 6 to the accounts in 2021 as follows: 

 

 
 

 

 

 

The equivalent item, in 2020, which covers 2019 as it was not restated, is as follows: 
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D. The cash flow 

 

The cash flows statement for 2021 was as follows: 

 

 
 

That for 2020 which covers 2019 as it was not restated with regard to tax was: 
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E. The balance sheet 

 

The group balance sheet for 2021 was as follows: 

 

 
 

That for 2020 which covers opening balances for 2019 was as follows. Although there were 

multiple restatements it does not appear as though this impacted tax balances: 
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Corporate Accountability Network – Tax in the accounts of Tesco plc 29 

F. The current tax notes 
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G. The deferred tax notes 
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H. Exceptional items / discontinued operations 

 

In 2020 and 2021 part of the tax liabilities are disclosed under this heading within the 

accounts. The 2020 figures were restated in 2021. As such both years of data are required. 

There appears to be no disclosure of this sort in 2019 and as such no notes are included for 

that year. 

 

In 2021 the disclosure was as follows: 

 



Corporate Accountability Network – Tax in the accounts of Tesco plc 33 

 
Note that for 2021 disclosure is made with regard to tax on discontinued trading itself, 

exceptional items (albeit £nil), disposal of liabilities and on the disposal itself. There are four 

separate disclosures in this note as a result. 

 

For 2020 the disclosure was: 
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In this year the tax disclosure is hidden in a narrative note and not separately identified. 

 

I. Debtor notes    
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J. Creditor notes  

 

 
 


