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CANARY WHARF LIMITED
DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2011

The directors present their report with the audited financial statements for the year ended
31 December 2011

BUSINESS REVIEW AND PRINCIPAL ACTIVITIES

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

The principal activity of the company continues to be property development for the purposes
of sale either to fellow subsidiary undertakings or external to the group All activites 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 coming year

During the year the company issued an addittonal 405,000,000 ordinary £1 shares to its
parent undertaking at par

There have been no significant events since the balance sheet date

As shown in the company's profit and loss account, the company's profit after tax for the year
was £209,167,191 (2010 loss of £54,805,687) In previous years, the company recogrused a
provision against amounts owed by certain fellow subsidiary undertakings During the year,
£112,095,203 of the provision was released to the profit and loss account and treated as an
exceptionai item

The balance sheet shows the company's financial position at the year end and indicates that
net assets were £727,546,264 (2010 £113,379,073) Detalls of amounts owed to group
companies are shown in Notes 13 and 14

The Canary Wharf Group (compnsing Canary Wharf Group plc and its subsidiaries)
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 appropriate for
an understanding of the development, performance or position of its business The
performance of the Canary Wharf Group, which includes the company, 1s discussed in the
Annual Report of Canary Wharf Group plc, which does not form part of this report

DIVIDENDS AND RESERVES

The profit and loss account for the year ended 31 December 2011 1s set out on page 9 No
dividends have been paid or proposed (2010 £Nil} and the retained profit of £209,167,191
(2010 loss of £54,805,687) has been transferred to reserves

GOING CONCERN

The company's business activities, together with the factors likely to affect its future
development, performance and position (including the principal risks and uncertainties), are
set out in this Directors’ Report The finances of the company and its liquidity position and
borrowings are, where appropnate, also described in this report

The company 1s in a net asset position at the year end. In addition, as a member of the
Canary Wharf Group, the company has access to considerable resources
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DIRECTORS' REPORT FOR THE YEAR ENDED 31 DECEMBER 2011

Having made the requisite enquires, the directors have a reasonable expectation that the
company will have adequate resources to continue its operations for the foreseeable future
Accordingly they continue to adopt the going concern basis in prepanng the financial
statements

DIRECTORS

The directors of the company throughout the year ended 31 December 2011 were

A P Anderson |
Sir George lacobescu CBE
R JJLyons

The company provides an indemnity to all directors (to the extent permitted by law) In
respect of liabiliies incurred as a result of therr office  The company also has in place hability
insurance covering the directors and officers of the company Both the indemnity and
insurance were n force during the year ended 31 December 2011 and at the time of the
approval of this Directors' Report Neither the indemnity nor the insurance provide cover In
the event that the director 1s proven to have acted dishonestly or fraudulently

PRINCIPAL RISKS AND UNCERTAINTIES

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

Cyclical Nature of the Property Market

The valuation of the Canary Wharf Group’s assets I1s subject to many external economic and
market factors The turmoil In the financial markets in recent years has been reflected in the
property market by such factors as a significant decline in tenant demand for space In
London, the oversupply of avallable space In the office market and changing market
perceptions of property as an investment resulting in fluctuations in property valuations in
general Fears of an oversupply of availlable space in the market have however been
mitigated by the difficulty in securning finance for speculative development and reduced
demand The market has also been assisted by the continuing presence of overseas
Investors attracted by the relative transparency of the real estate market in London which is
viewed as both stable and secure Changes in financial and property markets are kept under
constant review so that the company can react appropnately and tallor its business
accordingly While the company has no direct exposure to the Euro, the ongoing uncertainty
reflecting 1ssues in the macroeconomy, particularly relating to the Eurozone, continues to
impact the real estate market The impact of these uncertainties 1s closely monitored

Financing Risk

The broader economic cycle inevitably leads to movements in inflation, interest rates and
bond yields The company finances its operations largely through surplus cash and
intercompany finance The terms of the company's borrowings are summarised in Notes 13
and 14

The ongoing uncertainty in financial markets continues to significantly imit the availability of
funding In common with other UK property companies, lack of financing faciities may have
an impact on the business of Canary Wharf Group if the lending markets remain limited for
the foreseeable future
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Concentration Risk

The majonity of Canary Wharf Group's real estate assets, including the assets of the
company, are currently located on or adjacent to the Canary Wharf Estate with a majonty of
tenants linked to the financial services industry Wherever possible steps are taken to
mitigate or avold materal consequences arising from this concentration and to diversify the
tenant base

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

POLICIES
Environmental

The company i1s committed to applying environmental best practice wherever practical in the
design, construction and management of the Canary Wharf Estate and to properties situated
elsewhere for the benefit of tenants, employees, the community and stakeholders A
summary of the Canary Wharf Group's environmental policy Is avallable on the website
www canarywharf.com

The company targets the reduction of energy, water and resource use and the re-use and
the recycling of waste where possible during the design, construction and management of
properties The minimisation of disruption and disturbance to the environment and local
community 1s also targeted during the construction and management of builldings The
company 1s also committed to preventing pollution, monitering and reducing any emissions
which may have an adverse impact on the environment and/or local commurity

The company endeavours to raise awareness and promote effectve management of
environmental and social 1ssues with staff, designers, suppliers and contractors It also
works with suppliers and contractors to establish effective environmental supply chain
management and to promote the procurement of sustainable products and matenals The
company works with other parties to identfy key environmental and social 1ssues and to
share soiutions and best practice in managing environmental impact

Information on the Canary Wharf Group's environmental and corporate performance 1s
published annually with third party venfication

As a member of the Canary Wharf Group, the company has mantained ISO 14001
accreditation since early 2005 with environmental management being an inherent part of
construction since 2002
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Environmental responsibility

The Canary Wharf Group board retains overall responsibility for the monitoring and
implementation of the group's environmental policy and 1s assisted by the group's Corporate
Responsibility Group which compnises senior executives of the group A clear governance
process has been developed and implemented to enable the Corporate Responsibility
Group, and ultimately the board, to identify, manage and respond to the environmental and
social nsks and opportunities that may affect the group's operations

The Corporate Responsibility Group 1s responsible for the development and establishment of
the Environmental Management System throughout the group which has been developed to
focus attention on those objectives and targets where improvements and actions are
necessary to meet the monitonng and reporting process formally adopted by the group

Identified Environmental System Managers have responsibility for the implementation of the
Environmental Management System throughout their respective business areas Employee
environmental awareness Is key to the success of the Environmental Management System
and as a result 1s incorporated into the staff induction programme with regular updates via in-
house newsletters and presentations

The group publishes annually a separate Corporate Social Responsibility Report which
provides details of performance against specified targets and objectives This report together
with addional supporting information and group publications, can be downloaded from the
group's website, www canarywharf com

Employment

The company has adopted the terms of the Code of Practice for the elimination of
discnmination, on all grounds, including disability discnrmination  To effect this policy the
company has implemented a continuing programme of action with the aim of providing an
equal working environment where all employees are treated with respect and dignity The
company continues to keep employees informed of events relevant to their employment via
‘all staff communications and an intranet Staff consultative committees, at which matters
raised by employees are considered by management and staff representatives, have been
established and meet every two months The company's employment policy is regularly
reviewed to incorporate changes to legislation and ensure best practice 1s maintained

Equal opportunities

The company is committed to equality of opportunity and 1t 1s the policy of the company to
make all employment decisions based on the applicant’s ability, experience and qualilfication
without regard to age, sex, race, colour, sexual orientation, ethnic ongin, disability or mantal
status The company values the benefits a diverse workforce can bnng The company
embraces diversity as a practical contnbution to its business success

Due consideration 1s given to the recruitment, promotion, training and working conditions of
all empioyees including those with disabilites In the event of an employee becoming
disabled the company uses its best endeavours to ensure continuity of employment
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Training and development

The policy of the company i1s to continuously develop its workforce with the aim of
maximising s success Iin the marketplace The traning and development of staff 1s,
therefore, integral to the business process An annual appraisal programme enables the
assessment of Individual performance, progress and career prospects within the company

Health and Safety

it 1s the Canary Wharf Group's policy, within which the company operates, that the working
conditions of its employees incorporate the best standards of heaith, safety and welfare that
can reasonably be achieved and that all group premises are maintained as safe
environments Accordingly, adequate resources are made available for these purposes and
procedures exist to enable all staff to be informed and consulted on health and safety
matters and to make known their views

When striving to create the best standards of the built environment the Canary Wharf Group
seeks to promote a safe and healthy environment for its employees, tenants and visitors
The Canary Wharf Group's continuing commitment to ensuring such a safe and healthy
environment 1S embodied into the formally adopted group health, safety and welfare policy
All legislation relating to health and safety 1s observed both in letter and in spint

STATEMENT AS TO DISCLOSURE OF INFORMATION TO THE AUDITOR

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 auditor 1s aware of that information As far as the directors are
aware, there 1s no relevant audit information of which the company's auditor 1s unaware

This confirmation 1s given and should be interpreted in accordance with the provisions of
Section 418(2) of the Companies Act 2006

BY ORDER OF THE BOARD

J . Company Secretary 27 June 2012

JR Garwood'

Registered office
30th Floor

One Canada Square
Canary Wharf
London

E14 5AB

Registered Number 1971312



CANARY WHARF LIMITED

STATEMENT OF THE DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The directors are responsible for preparing the 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) Under company law the directors must not approve the
financial statements unless they are satisfied that they 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 perod In prepanng
these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,
- make judgements and accounting estimates that are reasonable and prudent,
- state whether applicable accounting standards have been followed, and

- prepare the financial statements on the going concern basis unless It Is inappropriate 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 posiion of the company and enable them to
ensure that the financial statements comply with the Companies Act 2006 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 irregulanties




CANARY WHARF LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CANARY WHARF
LIMITED

We have audited the financial statements of Canary Wharf Limited for the year ended
31 December 2011 which compnise the Profit and Loss Account, Balance Sheet and the
related Notes 1 to 21 The financial reporting framework that has been applied in therr
preparation is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the company's members, as a body, In accordance with
Chapter 3 of Part 16 of the Companies Act 2006 Our audit work has been undertaken so
that we might state to the company's members those matters we are required to state to
them in an auditor's report and for no other purpose To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the company and the
company's members, as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explained more fully in the Statement of Directors' Responsibiliies, the directors are
responsible for the preparation of the financial statements and for being satisfied that they
give a true and fair view Qur responsibility 1s to audit and express an opinion on the
financial statements n accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial
statements sufficient to give reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or error  This includes an assessment
of whether the accounting policies are appropriate to the company's circumstances and
have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial information tn the annual
report to identify matenal inconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the
implications for our report

Opinion on financial statements
In our opinion the financial statements

+ give a true and fair view of the state of the company's affairs as at 31 December 2011 and
of its profit for the year then ended,
have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and
have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which
the financial statements are prepared 1s consistent with the financial statements
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INDEPENDENT AUDITOR’'S REPORT TO THE MEMBERS OF CANARY WHARF
LIMITED

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006
requires us to report to you If, in our opinion

- adequate accounting records have not been kept, or returns adequate for our audit have
not been received from branches not visited by us, or

. the financial statements are not in agreement with the accounting records and returns, or

. certain disclosures of directors' remuneration specified by law are not made, or
we have not received all the infformation and explanations we require for our audit

Ml

Mark Beddy (Statutory Auditor}

for and on behalf of Deloitte LLP

Chartered Accountant and Statutory Auditor
London, UK

27 June 2012




CANARY WHARF LIMITED

PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 DECEMBER 2011

TURNOVER
Cost of sales

GROSS LOSS

Administrative expenses before exceptional items (25,686,378)
Exceptional item

Movement in provision against intercompany

Year Ended Year Ended
31 December 31 December
2011 2010

£ £

3,924,871 4,293,254
(5,285,923) (8,218,386)
(1,361,052) (3,925,132)

(23,541,186)

debtors 12 112,095,203 (38,482,897)
Other operating income 8,214,503 12,367,772
OPERATING PROFIT/(LOSS) 3 93,262,276 (53,581,443)
Income from shares in group undertakings - 3,900,000
Interest receivable and similar income 6 140,586,411 71,119,363
Interest payable and simiar charges 7 (24,624,754) (40,696,322)
PROFIT/(LOSS) ON ORDINARY ACTIVITIES BEFORE
TAXATION 209,223,933 (19,258,402)
Tax on profit/(loss) on ordinary activities 8 (56,742) (35,547,285)
PROFIT/(LOSS) ON ORDINARY ACTIVITIES AFTER
TAXATION FOR THE YEAR 17 209,167,191 (54,805,687)

Movements in reserves are shown in Note 17 of these financial statements

All amounts relate to continuing activities 1n the United Kingdom

There were no recognised gains and losses for the year ended 31 December 2011 or the
year ended 31 December 2010 other than those included in the profit and loss account

The Notes on pages 11 to 25 form an integral part of these financial statements




CANARY WHARF LIMITED
BALANCE SHEET AS AT 31 DECEMBER 2011

FIXED ASSETS
Tangible assets
Investments

CURRENT ASSETS
Wark in progress
Debtors
Amounts falling due after one year
Amounts falling due within one year
Cash at bank and in hand

CREDITORS: Amounts falling due within one year
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: Amounts falling due after more than
one year

Provision for habilities
NET ASSETS

CAPITAL AND RESERVES
Called-up share capital
Profit and loss account

SHAREHOLDERS' FUNDS

31 December

31 December

2011 2010
Note £ £
9 52,506 469,266
10 86,590 86,590
139,096 555,856
11 66,926,157 61,013,836

12
1,376,715,764
1,442,529,392
810,229,604

1,257,369,260
1,702,847,059
815,261,728

3,696,400,917

3,836,491,883

13 (2,415,709,420) (3,203,665,987)

1,280,691,497

632,825,896

1,280,830,593

14  (533,504,365)
15  (19,779,964)

633,381,752

(497,201,734)
(22,800,945)

727,546,264

113,379,073

16 662,516,350
17 65,029,914

257,516,350
(144,137,277)

18 727,546,264

113,379,073

The Notes on pages 11 to 25 form an integral part of these financial statements

APPROVED BY THE BOARD ON 27 JUNE 2012 AND SIGNED ON ITS BEHALF BY

RJJLYONS
DIRECTOR

=10 -




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

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, i1s set out below

Accounting convention

The financial statements have been prepared under the historical cost convention, with
the exception of certan investments as discussed below and in accordance with
apphcable United Kingdom accounting standards The financial statements have been
prepared on the going concern basis as descnbed in the Direclors' Report

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

Profit and loss account

Turnover, which includes property sales and rental iIncome, 1s recognised, net of VAT, In
the pernod in which 1t falls due.

Marketing and administration costs which are not development expenses are charged to
the profit and loss account when incurred

Interest receivable and payable are recognmised In the period in which they fall due

Interest on the advance payment made to a fellow subsidiary for the design and
consiruction of the phases subsequent to Phase 1 of Canary Wharf 1s added to the
amount of the advance until construction work 1s undertaken The advance is included
within prepayments (see Note 12) and transfers (including interest) are made to
development work in progress when construction work s undertaken by the fellow
subsidiary

Investment income comprises dividends paid by the company's subsidiary undertakings
duning the accounting perod

Tangible fixed assets

Tangble fixed assets are depreciated so as to wnte off the cost in equal annual
instalments over the expected useful economic lives of the assets concerned The
principal annual rates used for this purpose are

Leasehold improvements 25%
Fixture and fitings 25%
Computer equipment 33%
Investments

Investments in subsidianes are stated at cost less any provision for impairment

The mvestment in the Partnership 1s revalued annually to reflect the share of the
company's net assets in the Partnership The company's share of the Partnership’s
profits and losses Is Included In the profit and loss account and the company's share of
unrealised gains and losses Is taken to the revaluation reserve

=11 -




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

Work in progress

Work In progress Is stated at the lower of cost and net realisable value Cost includes
construction costs and development expenditure directly related to the development,
including attributable interest Such interest I1s calculated by reference to the rate of
interest payable on the borrowings drawn down to finance the development

Net realisable value s calculated as the amount estimated to be recovered from the
development once development work has been completed and the development leased,
less costs to complete (Note 11)

Properties under construction, where the company has entered into an agreement for
sale are treated as long term contracts Turnover on such contracts 1s calculated by
reference to the cost of work performed to date as a proportion of the total anticipated
cost of the project Profit 1s recognised when the final outcome of the project can be
assessed with reasonable certainty, by including in the profit and loss account turnover
and related costs as contract activity progresses

Trade and other debtors

Debtors are recognised initially at fair value A provision for imparrment I1s established
where there is objective evidence that the company will not be able to collect all
amounts due according to the onginal terms of the debtor concerned

Trade and other creditors
Trade and cther creditors are stated at cost
Debt

Debt instruments are stated initially at the amount of the net proceeds The finance
costs of such debt instruments are allocated to peniods over the term of the debt at a
constant rate on the carrying amount The carrying amount 1s increased by the finance
cost In respect of the reporting period and reduced by payments made in respect of the
debt of that pernod Finance costs are charged to the profit and loss account

Vacant leasehold properties

Provision (s made for the present value of the net commitments in relation to leasehold
properties where there 1s a shortfall in the rental income receivable over the rent and
other costs payable

-12-




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

Taxation

Current tax 1s provided at amounts expected to be paid or recovered using the tax rates
and laws that have been enacted or substantively enacted at the balance sheet date
The company I1s part of a UK group for group relief purposes and accordingly may take
advantage of the group relief provisions whereby current taxable profits can be offset by
current tax losses arising In other companies Iin that group The group's policy Is that no
payment will be made for tax losses surrendered under the group relief provisions

Deferred tax assets and habilities arnise from timing differences between the recognition
of gains and losses In the financial statements and their recognition in the corporation
tax return

Under FRS 19 deferred tax i1s recognised in respect of all tming 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 nght to pay less tax in the future
have occurred at the balance sheet date A net deferred tax asset 1s regarded as
recoverable and therefore recognised only when, on the basis of all available 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 i1s 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 anse 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 1s estimated that
the iming differences will reverse, or where the timing differences are not expected to
reverse, a period not exceeding 50 years Discount rates of 0 2% to 2 3% have been
adopted reflecting the post-tax yield to matunty that can be obtained on government
bonds with similar matunty dates and currencies to those of the deferred tax assets or
habilities

Pensions

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

-13 -




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

Share based payments

Shares In Songbird Estates plc held by the Canary Wharf Employees' Share Ownership
Plan Trust may be allocated to employees of the company under the terms of share
schemes or allocations adopted from time to time by the company The terms of an
allocatton may, at the option of the company, allow the employee to receive a cash
settlement in heu of therr share allocation [n this event, the cash amount receivable by
an employee is calculated by reference to the market price of the shares at that date

Where the terms of an allocation permit the employee to opt for a cash settlement, the
allocation 1s accounted for as a cash settled share based payment Where the terms of
the allocation allow, but do not require, the company to offer a cash settlement option to
the employees, the allocation 1s accounted for as an equity settled share based
payment

For cash settled share allocations, a habihty is recorded based on the market value of
the shares at each balance sheet date The cost of equity settled share allocations i1s
measured at the grant date based on the market value of the shares at that date The
associated cost 1s charged to the same expense category as the employment cost of
the relevant employee, spread on a straight line basis over the relevant vesting period,
based on the company's estimate of the shares that will eventually vest

2. TURNOVER
An analysis of turnover 1s given below

Year Ended Year Ended
31 December 31 December

2011 2010

£ £

Rental income 1,804,658 2,555,211
Revenue recognised on long term contracts 47,033 1,738,043
Development management fees 2,073,180 -
3,924,871 4,293,254

-14 -




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

OPERATING PROFIT/(LOSS)
Operating profit 1s stated after charging

Year Ended Year Ended
31 December 31 December

201 2010
£ £
Directors’ emoluments, including bonuses (Note 4) 690,880 748,362 .
Depreciation {Note 9) 416,760 448,784
Remuneration of the auditors
Audit fees for the audit of the company 18,500 20,400
Fees for other services 234,949 15,948
Audit fees for the audit of fellow subsidiary
undertakings 94,500 93,100

Operating lease rentals 15,886,863 15,722,113

The operating lease rentals are in respect of the leaseback properties referred to n
Note 15

DIRECTORS REMUNERATION

During the year ended 31 December 2011, the remuneration of R J J Lyons was
£690,880 (2010 £748,362), which included bonuses of £400,000 (2010 £500,000),
plus benefits in kind equal to £5,275 (2010 £4,988)

Benefits are accruing under the company's money purchase pension scheme on behalf
of R J J Lyons During the year a contribution of £32,496 (2010 £31,201) was made to
the company's money purchase pension plan and £12,655 (2010 £12,169) of the
above-mentioned salary amount was paid to the pension scheme on behalf of R J J
Lyons

The Canary Wharf Employees ownership Plan Trust (the 'Trust') holds ordinary shares
of 10p each in Songbird Estates plc ('Songbird Shares'), which may be used to satisfy
allocations of shares or options granted under any share plan adopted by Canary Wharf
Group plc and its subsidianes

In December 2010 the Trust made an allocation of Songbird Shares to certain directors
and senior employees As a result of this allocation R J J Lyons has an entitiement of
125,000 Songbird Shares

The remuneration of the other directors 15 disclosed in the financial statements of
Canary Wharf Group plc

-15 -




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED

31 DECEMBER 2011

5. EMPLOYEE INFORMATION

Wages and salaries (Including directors)
Social Secunty costs
Other pension costs (Note 19)

Year Ended Year Ended
31 December 31 December
2011 2010

£ £

11,431,937 12,912,748
1,299,131 1,425,093
905,919 837,679
13,636,987 15,175,520

The average number of persons employed (including directors) by the company during

the year was 144 (2010 135), all of which were administrative employees

6. INTEREST RECEIVABLE AND SIMILAR INCOME

Bank interest receivable
Interest receivable from group undertakings

7. INTEREST PAYABLE AND SIMILAR CHARGES

Bank charges
Interest payable to group undertakings
Unwind of discount of provisions (Note 15)

Less Increase In contract prepayment

-16 -

Year Ended Year Ended
31 December 31 December
2011 2010

£ £

6,743,593 4,265,115
133,842,818 66,854,248
140,586,411 71,119,363
Year Ended Year Ended
31 December 31 December
2011 2010

£ £

31,257 6,225
70,083,953 83,193,996
763,661 730,401
70,878,871 83,930,622

(46,254,117) (43,234,300)
24,624,754 40,696,322




CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS
31 DECEMBER 2011

8.

TAXATION

Current tax
UK corporation tax
Qver provision in prior years

Total current tax

Deferred tax
Net effect of discount
Deferred tax

Total deferred tax
Total tax charge on profit/(loss) on ordinary activities

Tax reconciliation
Profit/(loss) on ordinary activities before tax

Tax on profit/(loss) on ordinary activities at UK
corporation tax rate of 26 5% (2010 28 0%)

Effects of

QOver provision In prior years

Provision against intercompany loans

UK dividend income

Expenses not deductible for tax purposes
Group relief

Current tax charge for the year

Year Ended Year Ended

31 December 31 December

2011 2010

£ £

102,720 37,941,680
- (2,329,232)

102,720 35,612,448
(26,679) (17,269)
(19,299) (47,894)
(45,978) (65,163)

56,742 35,647,285
209,223,933 (19,258,402)
55,444,493 (5,392,353)
- (2,329,232)

(29,705,229) 9,455,984
- (1,092,000}

782,053 284,151

(26,418,597) 34,685,898

102,720 35,612,448

The tax rate of 26 5% has been calculated by reference to the current corporation tax
rate of 26% which was in effect for the final three quarters of the year and the previous
rate of 28% which was in effect for the first quarter of the year
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CANARY WHARF LIMITED
NOTES TO THE FINANCIAL

31 DECEMBER 2011

STATEMENTS FOR THE YEAR ENDED

9.

10.

TANGIBLE FIXED ASSETS

COSsT
At 1 January 2011 and
31 December 2011

DEPRECIATION
At 1 January 2011
Movement for the year

At 31 December 2011

NET BOOK VALUE
At 31 December 2011

At 31 December 2010

INVESTMENTS

Investment in partnerships
Shares in group undertakings

Investment in partnerships

CAPITAL ACCOUNT
At 1 January 2011

At 31 December 2011

Fixtures & Leasehold
Fittings Improvements Total
£ £ £
7,352,550 2,867,745 10,220,295
6,932,766 2,818,263 9,751,029
392,020 24,740 416,760
7,324,786 2,843,003 10,167,789
27,764 24,742 52,506
419,784 49,482 469,266

31 December

31 December

2011 2010
£ £
1 1
86,589 86,589
86,590 86,590
£

1

1

The company s the beneficial owner of 1% of a partnership which has undertaken the
design and construction of a development in phase | of that part of the Canary Wharf
project known as Heron Quays Heron Quays Properties Limited, another member of
the Canary Wharf Group, 1s the beneficial owner of the other 99%
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CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

Shares in group undertakings

£
COST
At 1 January 2011 222,392
At 31 December 2011 222,392
PROVISION FOR IMPAIRMENT
At 1 January 2011 135,803
At 31 December 2011 135,803
NET BOOK VALUE
At 31 December 2011 86,589
At 1 January 2011 86,589

At 31 December 2011 the company's subsidiary undertakings were as follows

Name Description of shares held Principal activities
Canary Wharf Management Limited Ordinary £1 shares Property management
Hazelway Limited Ordinary £1 shares Property investment
Heron Quays Developments Limited Ordinary £1 shares Dormant

With the exception of Heron Quays Developments Limited, which 1s jointly owned with a
fellow subsiciary undertaking, the above are wholly owned subsidiaries registered in
England and Wales

Dwvidends totalling £3,900,000 were paid by the company's subsidiary during the prior
year

In accordance with Section 400 of the Companies Act 2006, financial information i1s only
presented in these financial statements about the company as an individual undertaking
and not about its group because the company and its subsidiary undertakings are
included in the consolidated financial statements of a larger group (Note 21)

The directors are of the opinion that the value of the company's investments at
31 December 2011 was not less than the amount shown in the company's balance
sheet
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CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

11. WORK IN PROGRESS AT COST

31 December 31 December

2011 2010
£ £
Work In progress at cost 66,926,157 61,013,836
Movement in the carrying value of work in progress during the year
£ £
At 1 January 61,013,836 56,132,826
Additions 6,068,067 6,856,280
Transfer to cost of sales (13,381) (267,644)
Transfer to cost of sales on other contracts (142,365) (1,707,626)
At 31 December 66,926,157 61,013,836

The transfer to cost of sales of £13,381 (2010 £267,644) relates to property sales
completed in 2009 The other contracts amount of £142,365 (2010 £1,707,626) relates
to the construction of the Canada Square Pavilion for a fellow subsidiary undertaking

Work In progress i1s assessed annually to ensure its carrying value does not exceed its
net realisable value In assessing the estimated net realisable value of development
properties as at 31 December 2011 the directors consulted with the company's external
property advisors, Savills Commercial Limited, Chartered Surveyors
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CANARY WHARF LIMITED

NOTES TO THE FINANCIAL
31 DECEMBER 2011

STATEMENTS

FOR THE YEAR ENDED

12. DEBTORS

31 December 31 December
2011 2010
£ £

Due within one year
Trade debtors 232,530 386,808
Loan to parent undertaking 584,400,692 562,963,454
Amount owed by parent undertaking 15,174,221 21,906,497
| oan to feltow subsidiary undertaking 721,135,077 828,223,716
Amounts owed by fellow subsidiary undertakings 44,048,431 255,524,433
Other debtors 43,028 9,053,993
Deferred tax 233,986 188,008
Prepayments and accrued income 77,261,427 22,206,705
Amounts recoverable on contracts - 2,393,445

Due in more than one year
Prepayments and accrued income
Loan to a fellow subsidiary undertaking

Deferred taxation

2011 2010
£ £
Accelerated capital allowances 270,267 249,961
Undiscounted deferred tax asset 270,267 249,961
Discount (36,281) (61,953)
Discounted deferred tax asset 233,986 188,008

1,442,529,302

1,702,847,059

673,658,706
703,057,058

684,642,336
572,726,924

1,376,715,764

1,257,369,260

31 December

31 December

Loans to group undertakings due within ene year carry interest at rates linked to LIBOR
or 10%, subject to certain caps, and are repayable on demand

The loan to a fellow subsidiary undertaking shown as due in more than one year carries
interest at 10%, subject to certain caps, and 1s repayable by 1 December 2034

At 31 December 2011, the company carned provisions against amounts owed by fellow
subsidiary undertakings totalling £238,350,117 (2010 £357,129,049). These amounts
relate to fellow subsidiary undertakings which were in a net hability position at the year
end, primarily as a result of falls in the carrying value of the investment properties held
by those companies In addition, an amount of £6,683,729 has been wrntten off in
respect of loans to insolvent fellow subsidiary undertakings that were struck-off dunng
the year The net release of £112,095,203 has been taken to the profit and loss account
and treated as an exceptional item
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CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

13

14,

CREDITORS: Amounts falling due within one year

31 December 31 December

2011 2010
£ £
Trade creditors 3,170,260 233,876

1,191,557,668 1,289,332,508
901,647,072 1,073,498,456

Loan from parent undertaking
Loans from fellow subsidiary undertakings

Amounts owed to parent undertakings 22,412 447 486,233,129
Amount owed to subsidiary undertaking 14,147,166 7,071,157
Amounts owed to fellow subsidiary undertakings 203,394,718 256,638,415
Corporation tax 52,946,761 54,987,848
Other taxes and social secunty 1,883,484 2,613,066
Other creditors 954,406 6,861,759
Accruals 19,874,917 16,940,614
Deferred income 3,720,521 9,255,159

2,415,709,420 3,203,665,987

Loans due to parent and fellow subsidiary undertakings are repayable either on demand
or at set dates within one year and carry interest at market rates which are linked either
to LIBOR or to the rates payable on an issue of publicly quoted debentures by a fellow
subsidiary undertaking

CREDITORS: Amounts falling due after more than one year

31 December 31 December

2011 2010
£ £
Loan from fellow subsidiary undertaking 533,504,365 497,201,734

The loan owed to a fellow subsidiary undertaking carries interest at 9% and 1s repayable
in 2017
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CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

15. PROVISION FOR LIABILITIES

16.

Rent
Leaseback provisions subsidies
One One
20 Canada Churchill Canada 5 Churchill
Square Ptace Square Place Total
£ £ £ £ £
At 1 January 2011 2,154,679 2,928,785 10,016,354 7,701,127 22,800,945
Utilisation of provision (162,000) (937,797) (1,036,593) (2,724,701) (4,861,091)
Unwind of discount 144 852 160,733 121,028 337,048 763,661
Increase/(decrease) in
provision (40,500) 258,575 (1,176,416) 2,034,790 1,076,449

At 31 December 2011 2,097,031 2,410,296 7,924,373 7,348,264 19,779,964

Total net rents due 3,242177 2,586,707 9,416,064 7,968,448 23,213,396
Discount at 6 2% (1,145,146) (176,411) (1,491,691) (620,184) (3,433,432)

2,097,031 2,410,296 7,924,373 7,348,264 19,779,964

The company has recognised a provision In respect of a lease over 81 car parking
spaces at 20 Canada Square at an annual rent of £202,500 untll 5 January 2028

The company has recognised provisions in respect of leases totaling 263,100 sq ft in
One Churchill Place 129,700 sq ft 1s for a term of 10 years, expirng in July 2014, at a
rent of £5 5 milhon per annum and 133,400 sq ft 1s for a term of 15 years, expinng In
July 2019, at a rent of £5 6 million per annum

The company has entered into leaseback agreements in respect of floor 24 of One
Canada Square at a rent of £1 0 million per annum until June 2018, and In respect of
floor 38 at a rent of £1 1 million per annum until December 2016

The company s also party to a rent subsidy agreement in respect of 5 Churchill Place at
an annual rent of £2 2 million until January 2015

CALLED-UP SHARE CAPITAL

31 December 31 December

2011 2010
£ £
Equity shares Allotted, called-up and fully paid
662,516,350 (2010 257,516,350) ordinary shares of
£1 each 662,516,350 257,516,350

During the year the company i1ssued additional 405,000,000 ordinary £1 shares to its
parent undertaking at par
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CANARY WHAREF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

17.

18.

19.

RESERVES
Profit and loss
account
£
At 1 January 2011 (144,137,277)
Profit for the year 209,167,191
65,029,914

At 31 December 2011

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

31 December 31 December

2011 2010

£ £

Opening shareholders' funds 113,379,073 168,184,760
Issue of ordinary share capital 405,000,000 -
Profit/(loss) for the year 209,167,191 (54,805,687)
Closing shareholders' funds 727,546,264 113,379,073

PENSION SCHEME

Canary Wharf Group plc operates a defined contnibution pension scheme, within which
the company participates The assets of the scheme are held separately from those of
the company 1n an independently administered fund The pension cost charge, which
amounted to £905,919 for the company for the year (2010 £837,679), represents
contrnbutions payable by the company to the scheme
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CANARY WHARF LIMITED

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED
31 DECEMBER 2011

20. CONTINGENT LIABILITIES AND FINANCIAL COMMITMENTS

21.

As at 31 December 2011 and 31 December 2010 the company had given fixed and
floating charges over substantially all its assets to secure the commitments of certain
other group undertakings

The company had the following commitments for future expendiure

31 December 31 December

2011 2010
£ £

Contracted for but not provided in the financial
statements 203,423,000 1,749,000

The commitments for future expenditure relate to the completion of development
properties where construction was committed at year end Any costs accrued or
provided for in the balance sheet at 31 December 2011 have been excluded

The company has, in the course of its business, granted Imited warranties or
mndemnities to its tenants in respect of bullding defects (and defecis on the estate or in
the car parks) caused through breach of its obligations as developer centained in any
pre-let or other agreement Offsetting this potential lrability the company has received
the benefit of warranties from the trade contractors and suppliers who work on such
builldings

ULTIMATE PARENT UNDERTAKING AND RELATED PARTY TRANSACTIONS
The company's iImmediate parent undertaking 1s Canary Wharf Holdings Limited

As at 31 December 2011, the smallest group of which the company 1s a member and for
which group financial statements are drawn up Is the consolidated financial statements
of Canary Wharf Group plc The largest group of which the company 1s a member for
which group financial statements are drawn up 1s the consohdated financial statements
of Songbird Estates plc, the ulimate parent undertaking and controlling party Copies of
the financial statements of both companies may be obtained from the Company
Secretary, One Canada Square, Canary Wharf, London E14 5AB

The directars have taken advantage of the exemption n paragraph 3(c) of FRS 8
allowing the company not to disclose related party transactions with respect to other
group companies
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