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CANARY WHARF CONTRACTORS LIMITED
THE DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2006

The directors present their report with the audited financial statements for the year ended
31 December 2006

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

The company I1s a wholly owned subsidiary of Canary Wharf Group plc and its ultimate
parent undertaking 1s Songbird Estates plc

The principal activity of the company I1s bullding contracting All activities take place within
the United Kingdom The directors are not aware, at the date of this report, of any likely
major changes in the company's activities in the next year

Duning the year, construction commenced on 1 3 million sq ft of development on the Canary
Wharf Estate in four separate buildings

As shown In the company's profit and loss account, the company's profit after tax for the
year was £576,079 (2005 £59,020)

The balance sheet shows the company's financial position at the year end and indicates that
net assets were £710,357 (2005 £156,015) Detalls of amounts owed to group companies
are shown in note 10

The Canary Wharf Group (compnsing Canary Wharf Group plc and its subsidianes)
manages Its operations on a unified basis For this reason, the company's directors believe
that key performance indicators specific to the company are not necessary or appropnate for
an understanding of the development, performance or position of its business The
performance of the Canary Wharf Group, which includes the company, I1s discussed In the
Annual Report of Canary Wharf Group plc, which does not form part of this report

There have been no significant events since the balance sheet date
DIVIDENDS AND RESERVES

The profit and loss account for the year ended 31 December 2006 1s set out on page 7
Dividends of £100,000 (2005 £Nil) have been paid during the year and the retained profit of
£476,079 (2005 profit of £59,020) has been transferred to reserves

DIRECTORS

The directors of the company throughout the year ended 31 December 2006 were

A P Anderson Il
G lacobescu
R J J Lyons

The group has In place liability insurance covering the directors and other officers of group
companies




CANARY WHARF CONTRACTORS LIMITED
THE DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2006

DIRECTORS’ INTERESTS

Details of directors' interests in and options to subscribe for ordinary class B shares in
Songbird Estates plc are disclosed in the financial statements of either of the intermediate
parent companies, Canary Wharf Estate Limited or Canary Wharf Group plc, as appropnate

Other than the above, no director had any beneficial interest in the shares of the company,
its parent undertakings or other group undertakings at 31 December 2006 or at any tme
throughout the year then ended

PRINCIPAL RISKS AND UNCERTAINTIES

As a member of the Canary Wharf Group the key nsks facing the company include the
cychcal nature of the property market, financing nsk and concentration risk

The valuation of Canary Wharf Group's assets 1s subject to many external economic and
market factors which are cychical in nature These cycles manifest themselves in the
property market by such factors as the oversupply of available space in the office market, a
decline In tenant demand for space in London or a change in the market perception of
property as an investment Such potential factors are monitored in order to ensure that the
company can react swiftly and flexibly should the need anse

The broader economic cycle inevitably leads to movement in inflation, interest rates and
bond yields The company finances its operations largely through surplus cash and
intercompany finance

Canary Wharf Group's real estate assets are currently located on or adjacent to the Canary
Wharf Estate Wherever possible steps are taken to mitigate or avoid material consequence
ansing

The principal nsks facing the Canary Wharf Group are discussed in the Annual Report of
Canary Wharf Group plc, which does not form part of this report

POLICY ON THE PAYMENT OF CREDITORS

In respect of the company's suppliers it 1s the company's policy to settle the terms of
payment with those suppliers when agreeing the terms of each transaction, ensure that
those suppliers are made aware of the terms of payment and abide by the terms of payment

The number of days of purchases outstanding at 31 December 2006 was 2 (2005 2)
EMPLOYMENT POLICIES

The company keeps employees informed of events relevant to their employment There I1s a
policy to recruit and train disabled workers for those vacancies they are able to fill It s also
the policy of the group to make all employment decisions based upon the applicant's ability,
expenence and qualfication without regard to age, sex, race, colour, sexual onientation,
ethnic origin, disability or mantal status




CANARY WHARF CONTRACTORS LIMITED
THE DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2006

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

Each director holding office at the date of this report has taken all the steps that he ought to
have taken as a director in order to make himself aware of relevant audit information and to
establish that the company's auditors are aware of that information. As far as the directors
are aware, there 1s no relevant audit information of which the company's auditors are
unaware

AUDITORS

Elective resolutions to dispense with holding annua! general meetings, the laying of financial
statements before the company in general meeting and the appointment of auditors annually
are currently in force The auditors, Deloitte & Touche LLP, will therefore be deemed to
have been reappointed at the end of the penod of 28 days, beginning the day on which
coples of this report and financial statements are sent to members unless a resolution I1s
passed under section 393 of the Companies Act 1885 to the effect that their appointment be
brought to an end

BY ORDER OF THE BOARD

:j . Company Secretary 28 June 2007

J R Garwood

Registered office
30th Floor

One Canada Square
Canary Wharf
London

E14 SAB




CANARY WHARF CONTRACTORS LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The directors are responsible for preparing the Annual Report and the financial statements
in accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year
Under that law the directors have elected to prepare the financial statements in accordance
with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) The financial statements are required by law to give a true
and fair view of the state of affairs of the company and of the profit or loss of the company
for that period In preparing these financial statements, the directors are required to

select suitable accounting policies and then apply them consistently,
make judgments and estimates that are reasonable and prudent,

state whether applicable UK Accounting Standards have been followed, subject to any
matenal departures disclosed and explained in the financial statements,

- prepare the financial statements on the going concern basis unless it 1s inappropnate to
presume that the company will continue In business

The directors are responsible for keeping proper accounting records that disclose with
reasonable accuracy at any time the financial position of the company and enable them to
ensure that the financial statements comply with the Companies Act 1985 They are also
responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularties




CANARY WHARF CONTRACTORS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF CANARY WHARF
CONTRACTORS LIMITED

We have audited the financial statements of Canary Wharf Contractors Limited for the year
ended 31 December 2006 which compnse the Profit and Loss Account, Balance Sheet and
the related notes 1 to 18 These financial statements have been prepared under the
accounting policies set out therein.

This report 1s made solely to the company's members, as a body, in accordance with section
235 of the Companies Act 1985 Our audit work has been undertaken so that we might
state to the company's members those matters we are required to state to them in an
auditors' report and for no other purpose To the fullest extent permitted by taw, we do not
accept or assume responsibility to anyone other than the company and the company's
members, as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors' responsibiiies for preparnng the financial statements in accordance with
applicable law and United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibilities

Our responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland}

We report to you our opinion as to whether the financial statements give a true and fair view
and are properly prepared in accordance with the Companies Act 1985 We report to you
whether in our opinion the information given In the Directors’ Report 1s consistent with the
financial statements In addition we report to you If, in our opinton, the company has not
kept proper accounting records, If we have not received all the information and explanations
we require for our audit, or iIf information specified by law regarding directors' remuneration
and other transactions I1s not disclosed

We read the Directors' Report and consider the implications for our report If we become
aware of any apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and
Ireland) 1ssued by the Auditing Practices Board An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures In the financial statements It
also Includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the company's circumstances, consistently applied and
adequately disclosed




CANARY WHARF CONTRACTORS LIMITED

INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF CANARY WHARF
CONTRACTORS LIMITED

We planned and performed our audit so as to obtain all the information and explanations
which we considered necessary in order to provide us with suffictent evidence to give
reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or other iregulanty or error In forming our opinion, we also
evaluated the overall adequacy of the presentation of information in the financial statements

Opinion

In our opinion

+ the financial statements give a true and farr view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the company's affars as at
31 December 2006 and of its profit for the year then ended,
the financial statements have been properly prepared in accordance with the Companies

Act 1985, and
- the information given in the Directors’ Report 1s consistent with the financial statements

Lo e e foohes LA

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors
London

28 June 2007




CANARY WHARF CONTRACTORS LIMITED
PROFIT AND LLOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2006

Year Ended Year Ended
31 December 31 December

2006 2005

Note £ £
TURNOVER 70,194,213 30,926,541
Cost of sales (69,502,267)  (30,738,708)
GROSS PROFIT 691,946 187,833
Administrative expenses (76,502) (255,151)
OPERATING PROFIT/{LOSS) 2 615,444 (67,318)
Interest recevable and similar iIncome 4 37,760 241,568
Interest payable and similar charges 5 (768) -
PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION 652,436 174,250
Tax on profit on ordinary activities 6 (76,357) (115,230)
PROFIT ON ORDINARY ACTIVITIES AFTER
TAXATION FOR THE YEAR 14 576,079 59,020

Movements In reserves are shown in Note 14 of these financial statements
All amounts relate to continuing activities in the United Kingdom

There were no recognised gains and losses for the year ended 31 December 2006 or the
year ended 31 December 2005 other than those included in the profit and loss account

The notes on pages 9 to 16 form an integral part of these financial statements




CANARY WHARF CONTRACTORS LIMITED
BALANCE SHEET AS AT 31 DECEMBER 2006

31 December

2006
Note £
CURRENT ASSETS
Work In progress 8 7,466,444
Debtors 9
Amounts falling due after one year 616,158,667
Amounts falling due within one year 802,634,835
Cash in hand 1,655,071

31 December
2005
£

30,016,284

746,337,423
682,096,893
2,696,036

1,427,915,017

CREDITORS: Amounts falling due within one year 10  (725,806,842)

1,461,146,636
(623,057,021)

NET CURRENT ASSETS 702,108,175 838,089,615
TOTAL ASSETS LESS CURRENT LIABILITIES 702,108,175 838,089,615
CREDITORS: Amounts falling due after more than

one year 11 (701,397,818) (837,933,600)
NET ASSETS 710,357 156,015
CAPITAL AND RESERVES

Called-up share capital 13 2 2
Profit and loss account 14 710,355 156,013
SHAREHOLDERS' FUNDS 15 710,357 166,015

The notes on pages 9 to 16 form an integral part of these financial statements

APPROVED BY THE BOARD ON 28 JUNE 2007 AND SIGNED ON {TS BEHALF BY

RJJLYON
DIRECTOR




CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2006

1. PRINCIPAL ACCOUNTING POLICIES

A summary of the principal accounting policies of the company, all of which have been
applied consistently throughout the year and the preceding year, 1s set out below

Accounting convention

The financial statements have been prepared under the tistorical cost convention, and
In accordance with applicable United Kingdom law and accounting standards

In accordance with the provisions of FRS 1 (Revised) the company i1s exempt from the
requirements to prepare a cash flow statement, as it 1s a wholly-owned subsidiary of
Canary Wharf Group ple, which has prepared a consolidated cash flow statement

Interest receivable and interest payable
Interest receivable and payable are recognised in the period in which they fall due
Turnover

Tumover represents amounts charged, net of VAT, n respect of the prowvision of
building services

Work in progress

Work in progress 1s stated at the lower of cost and net realisable value Cost Includes
construction costs and development expenditure, including employee and related costs

Deferred taxation

Deferred tax assets and labilities anse from timing differences between the recognition
of gains and losses Iin the financial statements and their recognition in the corporation
tax return '

Under FRS 19 deferred tax 1s recognised in respect of all timing differences that have
originated but not reversed at the balance sheet date where transactions or events that
result in an obligation to pay more tax in the future or a right to pay less tax in the future
have occurred at the balance sheet date A net deferred tax asset i1s regarded as
recoverable and therefore recognised only when, on the basis of all avallable evidence,
it can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s not recognised when fixed assets are revalued unless by the balance
sheet date there 1s a binding agreement to sell the revalued assets and the gain or loss
expected to arise on sale has been recognised In the financial statements

Deferred tax 1s measured on a discounted basis to reflect the time value of money over
the period between the balance sheet date and the dates on which it Is estimated that
the timing differences will reverse, or where the timing differences are not expected to
reverse, a pernod not exceeding 50 years Discount rates of 3 1% to 3 3% have been
adopted reflecting the post-tax yeld to maturity that can be obtained on government
bonds with similar matunty dates and currencies to those of the deferred tax assets or
habilities




" CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2006

Pensions

The company operates a defined contnbution pension scheme Pension contributions in
respect of this scheme are accrued as they fall due

Share option schemes

The economic cost to the company of share option schemes Is charged to the same
expense category as the employment cost of the relevant employee, spread on a
straight line basis over the relevant performance cnteria perod

The economic cost represents either the acquisition cost of the shares or the market
value of the shares at the date the options are granted, less any amount recoverable
from the employee

Where relevant, provision 1s made for employers’ National Insurance contributions
based on the market value of the share options at the balance sheet date and spread
on a straight line basis over the penod of the relevant performance cntena

2. OPERATING PROFIT/(LOSS)

Operating profit/(loss) is stated after charging
Year Ended Year Ended
31 December 31 December

2006 2005

£ £

Depreciation - 96,288
Remuneration of the auditors

Audit fees 11,000 11,000

None of the directors received any emoluments in respect of ther services to the
company during the year or the prior year

-10 -




CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2006

3. EMPLOYEE INFORMATION

Wages and salanes {including directors)
Social secunty costs
Other pension costs (Note 16)

31 December

31 December

2006 2005

£ £
10,339,480 9,940,076
1,251,648 1,062,546
1,135,830 816,405
12,726,958 11,819,027

The average number of persons employed (including directors) by the company during
the year was 114 (2005 103), all of which were construction employees

4. INTEREST RECEIVABLE AND SIMILAR iNCOME

Bank interest receivable

Interest receivable from group undertakings
Less Interest transferred to payment on account
(Note 12)

Interest on construction prepayments

5. INTEREST PAYABLE AND SIMILAR CHARGES

Bank charges

-1 -

Year Ended Year Ended
31 December 31 December
2006 2005

£ £

37,760 241,568
56,894,232 64,581,609
(62,171,874)  (64,581,609)
5,277,642 -
37,760 241,568

Year Ended Year Ended
31 December 31 December
2006 2005

£ £

768 —




. CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2006

6. TAXATION

Year Ended Year Ended
31 December 31 December

2006 2005
£ £

Current tax
UK Corporation tax (see below) - -
Deferred tax-
Ongination and reversal of timing differences 92,121 104,620
Net effect of discount (15,764) 10,610
Total deferred tax (Note 9) 76,357 115,230
Tax reconciiation
Profit on ordinary activities before tax 652,436 174,250
Tax on profit on ordinary activities at UK corporation
tax rate of 30% 195,731 52,275
Effects of
Tax losses and other timing differences (195,731) (52,275)

Current tax charge for the year - -

No provision for corporation tax has been made since the profit for the year will be
covered by the group relief expected to be made available to the company by other
companies In the group No charge will be made by other group companies for the
surrender of group relief It 1s anticipated that group relief and other tax reliefs will
impact on future tax charges There 1s no unprovided deferred taxation

7. DIVIDENDS

Year Ended Year Ended
31 December 31 December

2006 2005
£ £
Dividends paid during the year (£50,000 per share) 100,000 -

-12-




CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2006

8.

10.

WORK IN PROGRESS

31 December 31 December
2006 2005
£ £
Work 1n progress at cost 7,466,444 30,016,284
Movement in the carrying value of work in progress during the year
£

At 1 January 2006 30,016,284
Additions 46,952,427
Released to cost of sales (69,502,267}
At 31 December 2006 7,466,444
DEBTORS

31 December 31 December

2006 2005
£ £

Due within one year
Trade debtors 3,012,843 1,118,353
Amount owed by parent undertaking 209,128 -
Amounts owed by fellow subsidiary undertakings 409,035,322 430,755,796
Other debtors 5,446,059 2,373,197
Deferred tax 292,129 368,486
Prepayments and accrued income 384,639,354 247,481,061

802,634,835 682,096,893
Due in more than one year
Loan to fellow subsidiary undertaking 616,158,667 746,337,423

The loan to a fellow subsidiary undertaking bears interest at 9% and 1s repayable in

2017

The deferred tax debtor relates to the present value of capital allowances of £345,493
(2005 £460,657), stated net of a discount of £53,364 (2005 £92,171)

CREDITORS: Amounts falling due within one year

31 December

31 December

2006 2005

£ £

Payments received on account 179,093,000 28,422,000
Trade creditors 4,449,935 8,109,710
Amount owed to parent undertaking 7,645,291 13,669,356
Amounts owed to fellow subsidiary undertakings 533,487,990 571,907,673
Other taxes and social secunty 1,119,626 937,282
Accruals 11,000 11,000
725,806,842 623,057,021

-13-




" CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2006

11. CREDITORS: Amounts falling due after more than one year

31 December

31 December

2006 2005
£ £
Payments received on account 701,397,818 837,933,600
12. PAYMENTS ON ACCOUNT
Balance of initial
payment Interest Total
£ £ £
Balance as at 1 January 2006 237,963,496 628,392,104 866,355,600
interest (Note 4) - 62,171,874 62,171,874
Allocated to turnover (10,663,086) (37,373,570) (48,036,656)
Balance as at 31 December
2006 227,300,410 653,190,408 880,490,818

The company has entered into an agreement with a fellow subsidiary whereby it
designs and constructs certain buildings and the associated infrastructure at Canary
Wharf in return for a fee which will accrue over the life of the project The company has
received an inihal payment of £1 billion on account, equal to the estimated sums due
in¢cluding fees, discounted at an annual rate of 9% in accordance with the agreement

The fee 1s allocated against the initial payment as it becomes due

Of the above amount, £179,093,000 (2005 £28,422,000) 1s included n creditors faling

due within one year of the balance sheet date

13. CALLED-UP SHARE CAPITAL

Authorised share capital:

31 December 31 December

2006 2005

£ £

100 Ordinary shares of £1 each 100 100
Allotted, called up and fully paid:

31 December 31 December

2006 2005

£ £

2 Ordinary shares of £1 each 2 2

-14 -
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: CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2006

14. RESERVES

Profit and loss

account

£

At 1 January 2006 156,013

Profit for the year 576,079

Dwvidends (100,000)
Reserve movement in respect of share option

schemes 78,263

At 31 December 2006 710,355

15. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

31 December 31 December

2006 2005

£ £

Opening shareholders' funds 156,015 96,995

Profit for the year 576,079 59,020

Dwidends (100,000) -
Reserve movement In respect of share option

schemes 78,263 -

Closing shareholders' funds 710,357 156,015

16. PENSIONS

The company operates a defined contribution pension scheme The assets of the
scheme are held separately from those of the company in an independently
administered fund The pension cost charge, which amounted to £1,135,830 for the
year (2005 £816,405), represents contributions payable by the company to the
scheme

17. CAPITAL COMMITMENTS

As at 31 December 2006 the company had given fixed and floating charges over
substantially all its assets to secure the commitments of certan other group
undertakings.

-15-
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CANARY WHARF CONTRACTORS LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2006

18. RELATED PARTIES

The company's immediate parent undertaking 1s Canary Wharf Holdings Limited and its
ultimate parent undertaking 1s Songbird Estates plc, both companies are registered in
England and Wales

As at 31 December 2006, Songbird Estates plc was the parent company of the largest
group of which the company 1s a member and Canary Wharf Group plc was the parent
undertaking of the smallest group of which the company 1s a member Copies of the
financial statements of Songbird Estates plc and Canary Wharf Group plc may be
obtained from the Company Secretary, One Canada Square, Canary Wharf, London
E14 5AB

The directors have taken advantage of the exemption in paragraph 3(c) of FRS8
allowing the company not to disclose related party transactions with respect to other
group companies

-16 -




