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Highlights

Songbird Estates plc

• Net assets increased from £2,380.1 million at 31 December 2006 to £2,620.3 million at 30 June 2007, an increase of

£240.2 million or 10.1% (Note (i)) after dividends to equity shareholders of £319.7 million.

• Adjusted net asset value per share reduced by 15p (5.7%) from £2.64 to £2.49 (Note (i)) following the payment of

dividends totalling 70.5p per share.

• The market value of the property portfolio at 30 June 2007 was £7,465.0 million against £6,737.4 million at 

31 December 2006, an increase of 9.6%, after additions in the period (Note (ii)).

• In the six months ended 30 June 2007 transactions over 665,000 sq ft were achieved including an agreement for sale

upon completion of a new 320,000 sq ft building to Fimalac (Note (iii)).

• At 30 June 2007 Canary Wharf Group’s investment portfolio totalling 7.9 million sq ft was 99.5% let 

(31 December 2006 – 7.9 million sq ft of which 95.6% was let). The weighted average unexpired lease term was

approximately 19.1 years (or 16.3 years assuming exercise of break options) (Note (iii)).

• 1.32 million sq ft is under construction of which 1.02 million sq ft has been pre-sold and 86% of the remainder has

been pre-let.

• Redevelopment of Cabot Place Retail Mall is under way. Further infrastructure work also under way on Riverside South

(1.8 million sq ft of potential development) and at 25 Churchill Place (350,000 sq ft of potential development) (Note

(iv)).

• Canary Wharf Group entered into a joint venture for the redevelopment of the Drapers Gardens scheme in the City of

London (Note (iv)).

Notes:

(i) See ‘Business Review – Balance Sheet’ for further details.

(ii) See ‘Business Review – Valuations’ for a comparison with the carrying value for accounts purposes.

(iii) See ‘Business Review – Property Portfolio’ for further details.

(iv) See ‘Business Review – Construction’ for further details.
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Results in Brief

Songbird Estates plc

Unaudited Unaudited
Six months Six months

ended ended
30 June 30 June

2007 2006
Notes £m £m

Rental income (i) 152.0 136.8

Underlying operating profit (ii) 153.7 122.7

Capital, tax and other items:

– other income (i) 8.3 –

– net revaluation gains (iii) 387.8 424.1

– movements in fair value of derivative instruments (iv) 45.1 45.5

– refinancing (charges) / gains relating to repayment of debt (iv) (14.3) 123.3

– taxation – deferred tax (v) (95.4) (241.0)

Underlying profit on ordinary activities before taxation (ii) 39.5 7.6

Profit after tax (ii) 371.0 359.5

Basic and diluted earnings per share (vi) 47.1p 48.0p

Notes:

(i) See ‘Business Review – Operating Results’ for further details.

(ii) See Unaudited Consolidated Income Statement.

(iii) See Note 7 of the notes to these financial statements.

(iv) See Note 5 of the notes to these financial statements.

(v) See Note 6 of the notes to these financial statements.

(vi) See Note 2 of the notes to these financial statements.
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Chairman’s Statement

Songbird Estates plc

Following a successful 2006, we have made an

encouraging start in the first six months of 2007.

Agreements were concluded on seven transactions over

665,000 sq ft and construction has commenced on

four new buildings at Canary Wharf, together totalling

1.3 million sq ft. Net effective and headline rents at Canary

Wharf have also increased during the period. Elsewhere,

Canary Wharf Group plc (‘Canary Wharf Group’) entered

into a joint venture with Exemplar Developments for the

redevelopment of Drapers Gardens, our first significant

venture into development away from Canary Wharf. During

the period we have also refinanced and streamlined our

corporate structures, including the redemption of the D

Share, paving the way for dividend payments during the

period totalling 70.5p for each A, B and SG Share.

The board was saddened to learn of the death of Derek

Bonham after a long period of illness and sends

condolences to his family. Derek was chairman of the

company until September 2005 and played an important

role during its formative first year.

FINANCIAL REVIEW

The results for the six months ended 30 June 2007 are the

group’s first set of results presented in accordance with

International Financial Reporting Standards (‘IFRS’).

Comparatives for the periods ended 30 June 2006 and

31 December 2006, previously presented in accordance

with UK GAAP, have been restated to comply with IFRS.

Net assets at 30 June 2007 have increased by 

£240.2 million to £2,620.3 million since 31 December 2006.

This increase was driven primarily by the revaluation

of the group’s properties carried as non current assets

by £481.8 million or 7.5%. This was offset by the

two dividends paid on the A and B Shares totalling

£319.7 million.

Adjusted net asset value per share reduced by 15.0p from

£2.64 per share to £2.49 per share. Adjusted net asset

value per share includes the external valuation surplus on

construction contracts but excludes deferred tax and fair

value adjustments on derivative financial instruments, and

treats the SG Shares as equity. The external revaluation

surplus on properties, which amounted to 59.6p per share,

excluding the minority interest, was offset by the 70.5p per

share of dividends paid during the six months. In addition,

14.48 million shares were issued to British Land (Joint

Ventures) Limited in exchange for the cancellation of the

distribution rights attaching to the D Share, which diluted

adjusted net asset value by 6.0p per share.

Rental income for the six months was up from 

£136.8 million to £152.0 million after spreading lease

incentives. This increase reflected the increased

occupancy on the Estate and the uplifts achieved on

review.

Underlying profit for the period before taxation was

£39.5 million in comparison with a profit for the six months

ended 30 June 2006 of £7.6 million. Total profit for the

period which, in accordance with IFRS, included the

surplus on revaluation of investment properties, was

£371.0 million in comparison with £359.5 million for the six

months ended 30 June 2006.

REFINANCING

In May we concluded a restructuring and refinancing

exercise, which resulted in the previous £737.0 million

financing arrangements being replaced with an 

£800.0 million term facility and an £80.0 million revolving

interest and working capital facility. The new facilities offer

increased drawdown capability, lower initial debt costs and

greater flexibility on the payment of dividends (see below).

Appropriate hedging arrangements have been put in place

for this facility.

DIVIDENDS AND RESTRUCTURING

In February the company paid a dividend of 29.5p per

share to all shareholders. At the same time shareholders

agreed to amend the corporate structure of the company

to remove any past and future dividend liability

accumulating on the D Share in consideration for the issue

of 14,478,260 B Shares in the company. As a result of

further restructuring, all of the shares held by the company

in Canary Wharf Group are now held by a new wholly-

owned subsidiary holding company. Following completion

of the refinancing in June, the company paid a further

special dividend of 41.0p on each A, B and SG Share. It is

envisaged that any future dividends will similarly be special

dividends and that a regular dividend policy will, therefore,

not be adopted.

STRATEGIC PROCESS

Following on from the 2006 pre-sales agreed with

Prudential for a corporate head office for State Street and

with KPMG for a new office building, Canary Wharf Group

agreed terms at the end of June with Fimalac for the

pre-sale of a new £290.0 million London headquarters for

Fitch Ratings Limited (‘Fitch’). Canary Wharf Group also

agreed a significant letting to Barclays Capital, an existing

tenant at Canary Wharf, of 301,575 sq ft at 40 Bank Street

at a rent in excess of £46.00 per sq ft. Other lettings were



4 2007 Interim Report

Chairman’s Statement continued

Songbird Estates plc

concluded to a diverse range of new tenants to Canary

Wharf, including Mirae Asset Global Investment

Management and Damac Properties. Together these

added a further 55,000 sq ft of lettings during the period.

Subsequent to the period end Bear Stearns exercised an

option over approximately 52,600 sq ft taking their total

occupancy in 5 Churchill Place to 259,000 sq ft.

DEVELOPMENT

As previously mentioned, construction has now started on

four new buildings at Canary Wharf, comprising 1.3 million

sq ft with completion due on three buildings in 2009 and on

the Fitch headquarters building in early 2010.

Infrastructure works have also started on a fifth building at

25 Churchill Place and on the site at Riverside South where

there is 1.8 million sq ft of potential development. We have

also received planning permission for 2.4 million sq ft of

office and retail space at North Quay. On the Heron

Quays West site there is permission for development of

600,000 sq ft, and we are considering ways of increasing

this capacity.

Away from the Estate, Canary Wharf Group’s joint venture

with British Waterways Board (‘BWB’) and Ballymore

Properties Limited (‘Ballymore’) is moving forward on the

development of the Wood Wharf site, adjacent to Canary

Wharf. We anticipate lodging a planning application before

the end of 2007 for approximately 6.5 million sq ft (gross)

of mixed office and residential development. Canary Wharf

Group is already providing management services on the

Ballymore Millharbour and Crossharbour projects, which

will together produce in excess of 2,200 apartments

located in ten residential buildings ranging from 7 to 50

storeys. Canary Wharf Group has also entered into a joint

venture for the redevelopment of Drapers Gardens in the

City of London. This involves the construction of a new

approximately 300,000 sq ft prime commercial office

development. Work has started and we expect completion

in autumn 2009. Canary Wharf Group has also acquired a

20% equity stake in the companies that own the properties

which comprise Drapers Gardens. Canary Wharf Group is

now looking for other development opportunities in Central

London.

RETAIL

Retail activity at Canary Wharf continues to go from

strength to strength, and this is reflected in increased

footfall and turnover throughout the malls. The

redevelopment of the Cabot Place Retail Mall is on

schedule and is expected to increase the existing Cabot

Place retail area by 42,600 sq ft. Although completion is not

anticipated until March 2008, prominent high street names,

such as Zara, Massimo Dutti, River Island and Leon, have

already been signed up as tenants.

CONCLUSION

While market conditions are less certain, the board

believes that factors such as the high quality investment

portfolio at Canary Wharf which generates a robust

income stream, the long-term leases with an average of

over 19 years before expiry, the high levels of occupation

across the Estate and the secure financial structure of the

company all position us well to meet future market

conditions.

DAVID PRITCHARD

Chairman
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Business Review

Songbird Estates plc

PROPERTY PORTFOLIO

The principal asset of the company is its indirect investment

in Canary Wharf Group and its subsidiaries. Canary Wharf

Group has two principal business streams: property

investment and property development. The activities of

Canary Wharf Group are currently focused on the

development of the Canary Wharf estate (the ‘Estate’)

including Heron Quays and the adjacent sites at Riverside

South and North Quay. Canary Wharf Group is also involved

in development through joint ventures relating to land

adjacent to the Estate known as Wood Wharf and Drapers

Gardens in the City of London. At 30 June 2007 Canary

Wharf Group’s investment portfolio comprised 16

completed properties (out of the 30 constructed on

the Estate) totalling 7.9 million sq ft net internal

area (‘NIA’) of which 99.5% was let (31 December 2006 –

7.9 million sq ft of which 95.6% was let). As well as the

rental income generated from properties, income is

generated from managing the entire Estate which, in

addition to the completed properties owned by Canary

Wharf Group, includes a further 14 properties totalling

6.3 million sq ft which are in other ownerships.

Canary Wharf Group’s properties are under lease to high

quality tenants which provide a diversified income stream.

At 30 June 2007 the weighted average unexpired lease

term for the office portfolio was approximately 19.1 years

(or 16.3 years assuming the exercise of outstanding break

options) (31 December 2006 – 19.8 years or 17.1 years

assuming the exercise of break options). Of the square

footage under lease, 70.1% does not expire or cannot be

terminated by tenants during the next ten years.

During the first half of 2007 Canary Wharf Group

announced transactions over a total of 665,000 sq ft,

including lettings totalling approximately 345,000 sq ft. The

lettings concluded during the period comprised the

following:

• Barclays Capital agreed to lease a total of 

301,575 sq ft in 40 Bank Street on three separate leases

expiring in April 2023. Barclays Capital will take up the

space on a phased basis over the next 18 months at

rents ranging from £44.00 per sq ft to £47.50 per sq ft.

In addition Damac Properties and Mirae Asset Global

Investment Management took a total of 7,945 sq ft in this

building for terms of 5 years and 10 years respectively.

• Bear Stearns took a further 28,780 sq ft in One Canada

Square for a 5 year term with break options to coincide

with the completion of their new headquarters building

at 5 Churchill Place. Subsequent to the period end,

Bear Stearns exercised an option over approximately

52,600 sq ft in 5 Churchill Place taking their total

occupancy to approximately 259,000 sq ft. Bear

Stearns has a further option over the remaining

50,000 sq ft in this building exercisable over the period

until completion of the building. During the period,

Michael Page also took 6,548 sq ft in One Canada

Square for a 5 year term.

As a result of these lettings, occupancy in 40 Bank Street

increased to 96.3% and vacancy in the completed

buildings on the Estate owned by Canary Wharf Group

reduced to 0.5%.

On 29 June 2007 Canary Wharf Group agreed terms with

Fimalac for the sale, and an agreement for the construction,

of a new £290.0 million headquarters for Fitch. The new

building to be built at 30 North Colonnade will comprise

approximately 320,000 sq ft and is scheduled for

completion in the second half of 2010. On exchange,

Canary Wharf Group received an initial payment of

£165.4 million from Fimalac in respect of the site.

All space previously sub-let back to Canary Wharf Group

has now been re-let or is subject to call options. At 30 June

2007 the estimated net present value of sub-let liabilities

had reduced to approximately £34.1 million discounted at

6.0%, Canary Wharf Group’s weighted average cost of

debt at that date (31 December 2006 – £43.8 million

discounted at 6.1%). The remaining sub-let commitments

have been reflected in the market valuation of Canary

Wharf Group’s properties.



6 2007 Interim Report

Business Review continued

Songbird Estates plc

In addition to the construction of new office buildings,

Canary Wharf Group is currently redeveloping the western

end of the Cabot Place Retail Mall, with completion

anticipated in March 2008. This redevelopment 

will increase the existing retail area by approximately

42,600 sq ft and will introduce new retailers to the Estate

including Zara, Massimo Dutti, River Island and Leon.

The remaining development site on the Estate (known as

BP4) could accommodate approximately 0.4 million sq ft of

new development. Following the sale of 30 North

Colonnade to Fimalac, Canary Wharf Group has decided to

proceed with the staged construction of BP4. In addition,

Canary Wharf Group has development sites at North Quay

and Riverside South. At Riverside South, initial ground

works are under way which will accelerate the completion

time for the development for any prospective occupant. At

North Quay, the local authority granted consent in January

2007 for an increase in the permitted density to 2.4 million

sq ft, adding to the 1.8 million sq ft of capacity at Riverside

South. There is further development capacity of 0.6 million

sq ft on Heron Quays West subject to planning consent.

Construction of new buildings on these sites will commence

as and when market conditions allow.

The following table summarises the development capacity

at each of the above sites:

NIA
(million sq ft)

Based on existing planning permissions:

– Canary Wharf 0.4

– Riverside South 1.8

– North Quay 2.4

4.6

Subject to planning application:

– Heron Quays West 0.6

Total 5.2

In addition to the development sites, Canary Wharf Group

is working with Ballymore and BWB on the redevelopment

of the Wood Wharf site. The master plan for the scheme, in

which Canary Wharf Group has a 25.0% interest, sets a

framework for 6.5 million sq ft gross of mixed commercial,

residential and retail development. It is anticipated that a

planning application will be submitted later this year.

On 15 June 2007 Canary Wharf Group announced a joint

venture with Morgan Stanley Real Estate Fund V (‘MSREF

V’) and Exemplar Developments LLP (‘Exemplar’), to

undertake the redevelopment of the Drapers Gardens

scheme in the City of London. The scheme comprises

approximately 300,000 sq ft of prime commercial

development and is scheduled for completion in the

autumn of 2009. Canary Wharf Group acquired 20% of the

share capital in the companies that own the property and

will assume the role as development manager with day to

day running of the scheme. This represents Canary Wharf

Group’s first involvement in a scheme away from the

Estate and, coupled with involvement as construction

manager on Ballymore’s Crossharbour and Millharbour

developments, will demonstrate that the skills of Canary

Wharf Group are transferable to other developments away

from the Estate.

VALUATIONS

The net assets of the group, as stated in its consolidated

balance sheet as at 30 June 2007, were £2,620.3 million.

In arriving at this total:

(i) properties held as investments were carried at

£6,288.6 million, which represents the market value of

those properties of £6,470.6 million at that date as

determined by Canary Wharf Group’s external valuers,

CB Richard Ellis Limited, Surveyors and Valuers

(‘CBRE’), Savills Commercial Limited, Chartered

Surveyors (‘Savills’), or Cushman & Wakefield, Real

Estate Consultants (‘Cushman’), less an adjustment of

CONSTRUCTION

Properties under construction at 30 June 2007 comprised the following:

Approx. NIA Expected
Property address (sq ft) completion date Status

20 Churchill Place 300,000 September 2008 Pre-sold to Prudential on completion for

occupation by State Street.

15 Canada Square 400,000 April 2009 Pre-sold to KPMG on completion.

5 Churchill Place 300,000 May 2009 259,000 sq ft pre-let to Bear Stearns.

30 North Colonnade 320,000 October 2010 Pre-sold to Fimalac for occupation by

Fitch on completion.

1,320,000
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£176.2 million for tenant incentives and £5.8 million for

deferred negotiation costs;

(ii) properties held for development were carried at

£511.0 million, representing their market value; and

(iii) properties under construction to be retained by Canary

Wharf Group were carried at £64.3 million, representing

their market value less an adjustment of £0.7 million for

deferred negotiation costs.

Excluding additions, the valuation of the investment

portfolio on the basis of market value increased by

£407.0 million or 6.7% over the six months to 30 June 2007.

After allowing for adjustments in respect of lease

incentives, the carrying value of the investment portfolio

increased by £387.8 million over the period. This increase

was primarily driven by the benefit of new lettings achieved

in the period and an increase in headline rents. In addition

there was some compression in yields in the market for

properties let on long leases to creditworthy tenants

following the announcements regarding the sales of the

HSBC and Citigroup headquarters buildings on the Estate.

CBRE and Savills have provided a joint opinion as at

30 June 2007 that the market value of properties held for

development was £511.0 million, in comparison with

£415.0 million at 31 December 2006, which resulted in a

revaluation surplus of £89.8 million in the period, net of

additions. In valuing the properties held for development,

the valuers have allowed for estimated costs to complete,

including an allowance for fit-out. In addition they have

allowed for letting, disposal, marketing and financing

costs. The market value of £511.0 million represents an

increase of 21.3%, excluding additions, over the market

value at 31 December 2006, which reflects the continuing

strong demand for development sites.

The valuers also provided an opinion at 30 June 2007 that

the market value of the property under construction to be

retained was £65.0 million which, after transfers to

properties under construction and held for sale, resulted in

a revaluation surplus of £4.2 million in the period. The

properties under construction held for sale had a market

value of £418.4 million compared with a carrying value

of £181.1 million before the transfers required by

International Accounting Standard 11 ‘Construction

Contracts’ (‘IAS 11’).

The market value of the entire property portfolio including

investment properties, properties held for development

and properties under construction, increased by

£653.8 million or 9.6% over the six months, excluding

additions and transfers to construction contracts. This

increase has been driven by the factors referred to earlier.

As previously disclosed, a number of properties are

subject to leases back to Canary Wharf Group. These have

been taken into account in the valuations summarised in

the table below, which shows the carrying value of Canary

Wharf Group’s properties for accounts purposes in

comparison with the supplementary valuations provided

by the external valuers.

30 June 2007 31 December 2006

Market Market
value in value in

Carrying existing Carrying existing
value state value state

£m £m £m £m

Investment properties 6,288.6(1) 6,470.6(2) 5,895.6(1) 6,058.4(2)

Properties under construction 64.3 65.0 94.3 95.0

Properties held for development 511.0 511.0 414.9 415.0

6,863.9 7,046.6 6,404.8 6,568.4

Properties under construction held for sale 181.1(3) 418.4 84.6(3) 169.0

7,045.0 7,465.0 6,489.4 6,737.4

Notes:

(1) The carrying value of investment properties represents market value less an adjustment for lease incentives and deferred negotiation costs.

(2) Stated at market value in existing state before adjustment for tenant incentives and deferred negotiation costs. The tenant incentives 

and deferred negotiation costs adjustment attributable to investment properties at 30 June 2007 was £182.0 million (31 December 2006 –

£162.8 million).

(3) The carrying value in the balance sheet at 30 June 2007 is stated net of £179.8 million transferred to cost of sales (year ended 31 December

2006 – £76.4 million), £9.4 million to payments on account (31 December 2006 – £8.2 million) and costs accrued of £8.1 million (31 December

2006 – £nil) in accordance with IAS 11.
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Business Review continued

Songbird Estates plc

TAXATION

Canary Wharf Group has Enterprise Zone Allowances

(‘EZAs’) available to shelter future operating profits and

taxable profits and gains arising on the sale of properties.

During the year ended 31 December 2006, Canary Wharf

Group acquired two finance lessor companies from a third

party. A deferred tax liability of £106.9 million was

recognised in respect of the potential clawback of EZAs

resulting from claims made by these companies at 30 June

2007 (31 December 2006 – £112.7 million).

Substantially all other EZAs available in Canary Wharf

Group are attached to assets that are now of negligible

market value following an internal property restructuring in

the year ended 31 December 2005. As a result there is no

uplift in the value of the group’s investment properties

attributable to the EZAs available to the group. Whereas

Canary Wharf Group can claim these EZAs based on the

original qualifying expenditure, a third party purchaser

would only be able to claim EZAs by reference to the post

restructuring values. Furthermore, as these assets to which

the EZAs attach are negligible in value, a disposal of the

property to which the qualifying expenditure relates would

not result in a material clawback of EZAs claimed prior to

30 June 2007. As a result there is no deferred tax liability

in respect of these EZAs.

The contingent tax payable if Canary Wharf Group were to

dispose of its property portfolio at the market values

disclosed in this Business Review is included in the net

deferred tax provision recognised for IFRS purposes at

each balance sheet date (Note 6).

OPERATING RESULTS

The following review of the group’s operating results relates

to the six months ended 30 June 2007. The comparatives

relate to the six months ended 30 June 2006.

Turnover is generated primarily by the rents and service

charges earned by Canary Wharf Group from its property

interests on the Estate. Turnover for the six months ended

30 June 2007 was £315.2 million, against £184.8 million for

the six months ended 30 June 2006. Rental income

increased from £136.8 million to £152.0 million, an increase

of 11.1%. The impact of spreading lease incentives was to

increase rental income by £13.8 million in the six months

ended 30 June 2007 (six months ended 30 June 2006 –

£12.1 million). Excluding this accounting adjustment, rental

income increased from £124.7 million to £138.2 million, an

increase of 10.8%, primarily attributable to the benefit of

recent lettings and rent reviews. Service charge income

increased from £27.4 million to £30.9 million and

miscellaneous income including insurance rents increased

from £11.7 million to £12.3 million over the period. The six

months ended 30 June 2007 also included £120.0 million

of turnover recognised on construction contracts (six

months ended 30 June 2006 – £8.9 million).

Cost of sales includes rents payable and property

management costs, movements on provisions for vacant

leasehold properties, as well as costs allocated to cost of

sales on construction contracts. Rents payable and

property management costs were £41.4 million in

comparison with £40.5 million for the six months ended 

30 June 2006. Taking into account service charge and

miscellaneous income totalling £43.2 million (six months

ended 30 June 2006 – £39.1 million), a profit on estate

management of £1.8 million was achieved (six months

ended 30 June 2006 – loss of £1.4 million). The reduction

in void costs relates to recent lettings and the consequent

increase in occupancy on the Estate. Provisions relating to

vacant leasehold properties, rent support commitments

and certain other obligations of Canary Wharf Group

increased by £1.1 million in the six months ended 30 June

2007, whereas there was a net release of such provisions

totalling £4.2 million in the six months ended 30 June 2006.

In addition, cost of sales for the six months ended 30 June

2007 included £103.4 million (six months ended 

30 June 2006 – £8.9 million) of costs recognised on

construction contracts resulting in £16.6 million of profit

being recognised in the period (six months ended 

30 June 2006 – £nil).

For the six months ended 30 June 2007 net property

income was £169.3 million, an increase of £29.7 million

over the six months ended 30 June 2006, attributable to the

factors referred to above.

Administrative expenses for the six months ended 30 June

2007 were £17.5 million in comparison with £17.0 million for

the six months ended 30 June 2006.

Underlying operating profit (as defined in Note 2) for the six

months ended 30 June 2007 was £153.7 million in

comparison with £122.7 million for the six months ended

30 June 2006. Of the increase of £31.0 million,

£16.6 million was attributable to the recognition of profit on

construction contracts and £15.2 million to increased rental

income.

In addition to the underlying operating profit, net revaluation

gains of £387.8 million and £8.3 million of deferred

proceeds from the sale of two buildings in 2003 were

recognised in the period. Total operating profit for the six

months ended 30 June 2007 was £549.8 million against

£546.8 million for the six months ended 30 June 2006.
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Underlying net financing expenses for the six months

ended 30 June 2007 were £114.2 million against

£115.1 million for the six months ended 30 June 2006. In

the six months ended 30 June 2007, Canary Wharf Group

restructured its securitised debt, resulting in refinancing

charges of £14.3 million (Note 5). In the six months ended

30 June 2006, Canary Wharf Group recognised a gain of

£123.3 million in connection with the acquisition of three

finance leases which was classified as an exceptional

refinancing gain. Movements on derivative financial

instruments resulted in a net gain of £48.9 million being

recognised in the income statement in the six months

ended 30 June 2007 compared with £52.0 million in the

six months ended 30 June 2006. The reduction in

underlying net interest payable of £0.9 million was

primarily attributable to an increase in interest receivable.

The profit for the period before taxation for the six months

ended 30 June 2007 was £466.4 million in comparison with

a profit of £600.5 million for the six months ended 30 June

2006. The results for the six months ended 30 June 2007

and the six months ended 30 June 2006 included certain

capital, tax and other profits and losses as described

above. Underlying profit before taxation for the six months

ended 30 June 2007 was £39.5 million (six months ended

30 June 2006 – £7.6 million).

Taxation for the six months ended 30 June 2007, which has

been calculated by reference to the anticipated effective

tax rate for the year to 31 December 2007, is wholly

attributable to deferred tax. In the six months ended

30 June 2007 the deferred tax charge of £95.4 million

recognised through the income statement primarily arose

from the requirement to provide for deferred tax on

revaluation surpluses and on movements in the fair values

of derivative instruments.

The profit for the period after taxation for the six 

months ended 30 June 2007 was £371.0 million in

comparison with a profit of £359.5 million for the six months

ended 30 June 2006.

The basic and diluted earnings per share for the six

months ended 30 June 2007 was 47.1p (six months ended

30 June 2006 – 48.0p) (Note 2).

BALANCE SHEET

Net assets in the group’s balance sheet were

£2,620.3 million at 30 June 2007, up from £2,380.1 million

at 31 December 2006. The increase in net assets was

principally attributable to the increase in the carrying value

of properties held as non current assets of £481.8 million,

or 7.5%, over the six months (Note 4). This was partly offset

by the dividends paid to equity shareholders during the

period of £319.7 million.

Adjusted net asset value (‘NAV’) includes the external

valuation surplus on construction contracts but excludes

deferred tax and fair value adjustments on derivatives. In

addition, in calculating adjusted NAV, the SG Shares and,

until it was redeemed, the D Share are treated as equity

rather than as, respectively, a debt instrument and a

derivative for balance sheet purposes in accordance with

accounting standards. The calculation of adjusted NAV is

disclosed in Note 2 which indicates that adjusted NAV per

share reduced from £2.64 to £2.49, after dividends paid in

the six months ended 30 June 2007 of 70.5p per A, B and

SG Share.
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Adjusted triple net asset value (‘NNNAV’) per share is set

out in the table above.

On 14 February 2007, an interim dividend of 29.5p was

paid on each of the SG, A and B Shares. Subsequently on

18 June 2007, a further interim dividend of 41.0p was paid.

These dividends, in addition to dividends paid up to

31 December 2006, served to reduce adjusted NNNAV per

share from £3.08 to £2.27.

In January 2007, 14,478,260 B Shares were issued in

exchange for the cancellation of the dividend and

distribution rights attaching to the D Share. Had this issue of

shares occurred by 31 December 2006, the impact would

have been to reduce NNNAV per share by 6p to £2.29.

BORROWINGS

In May 2007, £800.0 million was drawndown under a new

£880.0 million loan facility (the ‘Songbird loan’) which was

used to fund the repayment of £520.9 million plus interest

outstanding under an existing loan. The balance was used

to pay the dividend totalling £258.5 million declared in

June 2007.

In April 2007 Canary Wharf Group completed a

restructuring of its securitisation involving the redemption

of £572.6 million of floating rate notes (‘FRNs’) and the

issue of £726.0 million new non-amortising FRNs.

Additional proceeds raised of £153.0 million are

represented principally by £51.0 million of Class C2 notes,

rated A, and £100.0 million of Class D2 notes, rated BBB.

All of the new notes issued have a maturity of October

2037.

During the period, Canary Wharf Group also entered into a

£155.0 million 3 year construction loan facility secured on

5 Churchill Place.

At 30 June 2007, net debt (including derivative financial

instruments at fair value, net of monetary deposits and

cash and cash equivalents) stood at £3,665.8 million, up

by £21.2 million from £3,644.6 million at 31 December

2006. The components making up net debt are shown in

Note 11.

The increase in total borrowings including derivatives from

£4,674.5 million to £4,800.4 million primarily reflects the

drawdown under the Songbird loan, the effect of

restructuring Canary Wharf Group’s securitisation and

drawdowns made by Canary Wharf Group under its new

construction loan facility, as referred to above.

The increase in total borrowings was accompanied by an

increase in cash and cash equivalents from £882.4 million

to £1,023.6 million, primarily as a result of the drawdowns

referred to above and partially offset by the dividends paid.

At 30 June 2007 the group’s weighted average cost of debt

was 6.1% including credit wraps (31 December 2006 –

6.2%).

Adjusted triple net asset value
30 June 31 December

2007 2006
Notes £m £m

Adjusted net assets attributable to members of the company (i) 1,571.8 1,624.6

Fair value adjustment in respect of financial assets and liabilities net of tax thereon (ii) 95.0 (113.4)

Deferred tax (iii) (324.6) (181.4)

Minority interest in further adjustments 90.0 115.6

Adjusted NNNAV 1,432.2 1,445.4

Cumulative dividends (iv) 512.3 179.9

1,944.5 1,625.3

Adjusted NNNAV per share (v) £2.27 £2.35

Adjusted NNNAV per share before dividends (v) £3.08 £2.65

Notes:

(i) Refer to Note 2.

(ii) The fair value adjustment comprises the mark to market of derivatives in Note 2 and the after tax difference between the market value and book value

of debt (Note 11), excluding the SG Shares which are treated as equity in the NNNAV calculation.

(iii) Refer to Note 6.

(iv) Total dividends paid since the acquisition of Canary Wharf Group in 2004 of £657.6 million, £1.05 per share (31 December 2006 – £213.2 million, 34.6p

per share) of which £145.3 million (31 December 2006 – £33.3 million) was accounted for as a reduction in the liability recorded in respect of the SG

Shares (Note 11).

(v) Calculation based on 630.6 million shares in issue at 30 June 2007 (31 December 2006 – 616.1 million).
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CASH FLOW

Cash generated from operations for the six months ended

30 June 2007 was £303.6 million in comparison with

£141.6 million for the six months ended 30 June 2006. This

increase was primarily attributable to net proceeds from

construction contracts and increased rental income. The

six months ended 30 June 2007 included £165.4 million of

payments received arising from the agreement to sell

30 North Colonnade and £16.0 million arising from the

agreement to sell 20 Churchill Place (six months ended

30 June 2006 – £174.6 million).

Cash flows from investing activities resulted in a cash

outflow of £30.8 million for the six months ended 30 June

2007 compared with a cash inflow of £1.0 million for the six

months ended 30 June 2006. The six months ended

30 June 2007 included £23.0 million of development

expenditure on properties to be retained by Canary Wharf

Group (six months ended 30 June 2006 – £12.8 million).

The six months ended 30 June 2006 also included a

deferred receipt of £27.0 million from an investment

property sold in 2005.

Cash flow from financing activities for the six months ended

30 June 2007 was an inflow of £9.5 million compared with

an outflow of £857.6 million for the six months ended

30 June 2006. Dividends were paid totalling £444.4 million

in the six months ended 30 June 2007, of which

£319.7 million was paid to A and B Shareholders,

compared with £110.9 million in the six months ended

30 June 2006, of which £78.0 million was paid to A and B

Shareholders. The six months ended 30 June 2007

included net proceeds of £148.0 million arising from

restructuring Canary Wharf Group’s securitisation,

£279.1 million on the restructuring of the Songbird loan and

£17.8 million drawndown under Canary Wharf Group’s

construction loan facility. Dividends paid on the SG Shares

in excess of the finance charge accrued totalled

£112.0 million in the six months ended 30 June 2007 (six

months ended 30 June 2006 – £27.3 million). The six

months ended 30 June 2006 included £836.6 million

expended on the acquisition of finance leases by Canary

Wharf Group, funded by the removal of restrictions over

certain cash collateral accounts totalling £836.7 million.

The six months ended 30 June 2006 also included

repayment of £203.6 million remaining on Canary Wharf

Group’s £750.0 million loan facility, funded by the proceeds

of a new £300.0 million retail facility.
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Audited Unaudited Unaudited
Year ended Six months ended Six months ended

31 December 2006 30 June 2007 30 June 2006

Capital, Capital, Capital,
tax tax tax

and and and
Underlying* other Total Notes Underlying* other Total Underlying* other Total

£m £m £m £m £m £m £m £m £m

Revenue:

Gross development,

rental and

436.8 – 436.8 related income 3 315.2 – 315.2 184.8 – 184.8

(153.9) – (153.9) Cost of sales (145.9) – (145.9) (45.2) – (45.2)

Net development,

rental and related 

282.9 – 282.9 income 3 169.3 – 169.3 139.6 – 139.6

Share of associates

(0.3) – (0.3) and joint ventures 8 (0.1) – (0.1) (0.1) – (0.1)

(38.7) – (38.7) Administrative expenses (17.5) – (17.5) (17.0) – (17.0)

1.9 – 1.9 Other income 2.0 8.3 10.3 0.2 – 0.2

– 722.1 722.1 Net revaluation gains 4 – 387.8 387.8 – 424.1 424.1

245.8 722.1 967.9 Operating profit 153.7 396.1 549.8 122.7 424.1 546.8

Net financing costs

46.1 – 46.1 – financing income 5 23.5 – 23.5 22.9 – 22.9

(272.3) 19.1 (253.2) – financing expenses 5 (137.7) 45.1 (92.6) (138.0) 45.5 (92.5)

– exceptional refinancing

– 123.3 123.3 – (costs)/gains 5 – (14.3) (14.3) – 123.3 123.3

(226.2) 142.4 (83.8) (114.2) 30.8 (83.4) (115.1) 168.8 53.7

Profit for the period

19.6 864.5 884.1 before taxation 2 39.5 426.9 466.4 7.6 592.9 600.5

Taxation expense

(179.1) (179.1) – deferred tax 6 (95.4) (95.4) (241.0) (241.0)

Profit for the period

685.4 705.0 after taxation 2 331.5 371.0 351.9 359.5

Attributable to:

Equity holders of the

403.1 company 212.9 207.9

301.9 Minority interest 158.1 151.6

705.0 371.0 359.5

Earnings per share

92.3p – basic and diluted 2 47.1p 48.0p

*As defined in Note 2.
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Audited Unaudited Unaudited
Year Six months Six months

ended ended ended
31 December 2006 30 June 2007 30 June 2006

£m £m £m

705.0 Profit for the period after taxation 371.0 359.5

7.4 Transferred from equity in respect of cash flow hedges 34.1 4.1

(2.2) Tax on items transferred from equity (9.5) (1.2)

5.2 24.6 2.9

172.9 Revaluation of development property 94.0 68.2

22.5 Gains on cash flow hedges 55.5 16.9

(58.5) Deferred tax on items taken directly to equity (38.3) (25.5)

142.1 Net income recognised directly in or transferred from equity 135.8 62.5

847.1 Total recognised income and expense for the period 506.8 422.0

Attributable to:

489.4 Equity holders of the company 297.4 245.8

357.7 Minority interest 209.4 176.2

847.1 506.8 422.0
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Audited Unaudited Unaudited
31 December 2006 30 June 2007 30 June 2006

£m Notes £m £m

Assets

Non current assets

5,895.6 Investment properties 7 6,288.6 5,594.9

94.3 Properties under construction 7 64.3 –

414.9 Development properties 7 511.0 430.0

0.4 Other property, plant and equipment 7 0.7 2.3

6,405.2 6,864.6 6,027.2

Other non current assets

11.5 Derivative financial instruments 11 71.6 5.6

12.8 Investments 8 20.0 12.4

6,429.5 6,956.2 6,045.2

Current assets

49.0 Trade and other receivables 9 55.8 52.7

163.6 Tenant incentives and deferred negotiation costs 9 182.7 148.3

147.5 Monetary deposits 11 111.0 136.8

882.4 Cash and cash equivalents 11 1,023.6 994.0

1,242.5 1,373.1 1,331.8

7,672.0 Total assets 8,329.3 7,377.0

Liabilities

Current liabilities

(103.5) Current portion of long-term borrowings 11 (56.1) (80.1)

(383.9) Trade and other payables 10 (475.6) (351.6)

(487.4) (531.7) (431.7)

Non current liabilities

(4,427.5) Borrowings 11 (4,804.6) (4,470.1)

(155.0) Derivative financial instruments 11 (11.3) (144.2)

(181.4) Deferred tax liabilities 6 (324.6) (209.3)

(40.6) Other non current liabilities 12 (36.8) (46.6)

(4,804.5) (5,177.3) (4,870.2)

(5,291.9) Total liabilities (5,709.0) (5,301.9)

2,380.1 Net assets 2,620.3 2,075.1

Equity

43.9 Share capital 13 45.4 43.9

453.6 Other reserves 14 536.6 405.2

730.9 Retained earnings 14 677.2 535.7

1,228.4 Total equity attributable to members of the company 1,259.2 984.8

1,151.7 Minority interests 14 1,361.1 1,090.3

2,380.1 Total equity and reserves 2,620.3 2,075.1
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Audited Unaudited Unaudited
Year Six months Six months

ended ended ended
31 December 2006 30 June 2007 30 June 2006

£m Notes £m £m

Cash flows from operating activities

326.3 Cash generated from operations 16 303.6 141.6

(270.7) Interest paid (149.1) (136.9)

46.3 Interest received 26.4 21.2

(5.1) Interest element of finance lease rentals (1.0) (3.5)

(4.0) Financing expenses (16.8) (1.2)

(0.5) Breakage costs (0.6) (0.5)

92.3 Net cash inflow from operating activities 162.5 20.7

Cash flows from investing activities

(41.4) Development expenditure (23.0) (12.8)

(7.3) Purchase of property, plant and equipment (0.4) (3.5)

27.0 Sale of investment properties – 27.0

Investment in and loans to joint ventures and

(10.5) associated undertakings (7.4) (9.7)

(32.2) Net cash (outflow)/inflow from investing activities (30.8) 1.0

Cash flows from financing activities

(78.0) Dividends paid (319.7) (78.0)

(120.1) Dividends paid to minority shareholders – –

(27.3) Repayment of SG Shares (112.0) (27.3)

– Drawdown of construction loan 17.8 –

– Drawdown of securitised debt 726.0 –

(11.9) Redemption of securitised debt (578.0) (5.4)

(836.6) Repayment of finance leases – (836.6)

300.0 Drawdown of secured loans – 302.3

(210.1) Redemption of secured loans (3.7) (207.0)

175.2 Drawdown of Songbird loan 800.0 165.7

(198.8) Repayment of Songbird loan (520.9) (171.3)

(1,007.6) Net cash inflow/(outflow) from financing activities 9.5 (857.6)

(947.5) Net increase/(decrease) in cash and cash equivalents 141.2 (835.9)

1,829.9 Cash and cash equivalents at start of period 882.4 1,829.9

882.4 Cash and cash equivalents at period end 11 1,023.6 994.0

Cash flows resulting from construction contracts have been reclassified from investing activities to operating activities to

enable an improved understanding of the cash flows of the business.
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for the six months ended 30 June 2007
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1 BASIS OF PREPARATION

The financial information presented in this Interim Report has been prepared in accordance with International

Financial Reporting Standards (‘IFRS’) and International Financial Reporting Interpretations Committee (‘IFRIC’)

interpretations as adopted by the European Union (‘EU’) and therefore complies with Article 4 of the EU International

Accounting Standards (‘IAS’) Regulation. The financial information contained in this Interim Report does not

constitute a complete set of financial statements (including all comparative figures and all required notes). The

financial information does not therefore constitute statutory accounts within the meaning of Section 240 of the

Companies Act 1985 and does not purport to show a true and fair view of the group’s financial position and results

of operations in accordance with IFRS for the six months ended 30 June 2007.

This Interim Report has been prepared under the historical cost convention as modified by the revaluation of land

and buildings and certain financial instruments and the deferred tax thereon and in accordance with the accounting

policies set out in the company’s announcement ‘IFRS Restatement’ dated 15 August 2007. Such accounting

policies have been applied consistently in all material respects throughout the period and the previous year. The

IFRS Restatement included unaudited results for the six months ended 30 June 2006 and audited results for the year

ended 31 December 2006. The financial information for the six months ended 30 June 2007 is unaudited. The

comparative information for the year ended 31 December 2006 and the six months ended 30 June 2006 has been

extracted from the IFRS Restatement. The full financial statements for the year ended 31 December 2006, which

were prepared under UK GAAP and received an unqualified audit report, and did not contain a statement under

Section 237(2) or (3) of the Companies Act 1985, have been filed with the Registrar of Companies.

The preparation of financial statements in conformity with generally accepted accounting principles requires the use

of estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial

statements and the reported amounts of revenue and expenses during the reporting period. Although these

estimates are based on management’s best knowledge of the amount, event or actions, actual results ultimately may

differ from these estimates.

The principal impacts of adopting IFRS and the disclosures required by IFRS 1 concerning the transition from UK

GAAP to IFRS were given in Note 19 to the IFRS Restatement.

2 PERFORMANCE MEASURES

Earnings per share was as follows:

Audited Unaudited Unaudited
Year ended Six months ended Six months ended

31 December 2006 30 June 2007 30 June 2006

Earnings Per share Earnings Per share Earnings Per share
£m p £m p £m p

19.6 4.5 Underlying earnings 39.5 8.7 7.6 1.8

Add: capital, tax and

685.4 157.0 other items 331.5 73.3 351.9 81.3

705.0 161.5 Total earnings 371.0 82.0 359.5 83.1

(301.9) (69.2) Less: minority interest (158.1) (34.9) (151.6) (35.1)

403.1 92.3 Profit for the period after taxation 212.9 47.1 207.9 48.0

Underlying earnings exclude gains on investment property revaluations, movements in the fair value of ineffective

hedging instruments and other derivatives, interest payable on the SG Shares, exceptional refinancing costs and

gains and deferred taxation.

Earnings per share has been calculated by reference to the profit attributable to equity shareholders of £190.1 million

in the six months ended 30 June 2007 (year ended 31 December 2006 – £403.1 million, six months ended 30 June

2006 – £207.9 million) and on the weighted average of 452.3 million ordinary shares in issue for the six months ended

30 June 2007 (year ended 31 December 2006 – 436.5 million, six months ended 30 June 2006 – 433.0 million). The

numbers of ordinary shares exclude the SG Shares, the D Share and the B Shares held in trust in connection with

Canary Wharf Group’s share option plan. There were no dilutive instruments in issue at either date.
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Adjusted NAV is calculated as follows:

Audited
31 December Unaudited Unaudited

2006 30 June 2007 30 June 2006
£m £m £m

2,380.1 Balance sheet net assets 2,620.3 2,075.1

181.4 Add back: deferred tax 324.6 209.3

53.8 Mark to market of derivatives (81.6) 58.1

84.4 Add: surplus arising on properties under construction held for sale 220.7 18.8

2,699.7 3,084.0 2,361.3

(1,151.7) Minority interest in balance sheet (1,361.1) (1,090.3)

(125.3) Minority interest on adjustments above (181.8) (112.1)

142.6 Reclassify SG Shares and D Share as equity 30.6 142.6

59.3 Add back accrued finance charges on SG Shares and D Share 0.1 37.3

1,624.6 Adjusted net assets 1,571.8 1,338.8

£1.99 NAV per share (excluding minority interest) £2.00 £1.60

£2.64 Adjusted NAV per share £2.49 £2.17

Adjusted NAV per share included the external valuation surplus on construction contracts of £237.3 million

(31 December 2006 – £84.4 million, 30 June 2006 – £18.8 million), less the profit recognised on such contracts of

£16.6 million (31 December 2006 – £nil, 30 June 2006 – £nil) and fair value adjustments on derivatives and deferred

taxation. In addition, in arriving at adjusted net assets, the SG Shares, and until it was redeemed, the D Share, were

treated as equity whereas in the balance sheet the SG Shares were treated as a debt instrument and the D Share

was treated as a derivative.

At 30 June 2007 the number of shares in issue was 630.6 million (31 December 2006 – 616.1 million, 30 June 2006

– 616.1 million).

In January 2007 14,478,260 B Shares were issued to British Land (Joint Ventures) Limited in exchange for the

cancellation of the dividend and distribution rights attaching to the D Share. Had this issue of shares occurred by

31 December 2006, the impact would have been to reduce adjusted net asset value per share by 6p to £2.58.

3 REVENUE

Audited
Year Unaudited Unaudited

ended Six months Six months
31 December ended ended

2006 30 June 2007 30 June 2006
£m £m £m

255.7 Rent receivable 138.2 124.7

24.4 Spreading of incentives, committed rent increases and letting fees 13.8 12.1

280.1 152.0 136.8

53.6 Service charge income 30.9 27.4

76.4 Long-term development contract income 120.0 8.9

26.7 Miscellaneous income 12.3 11.7

436.8 Gross development, rental and related income 315.2 184.8

(82.2) Service charge and other direct property expenses (41.4) (40.5)

4.7 Changes in provisions relating to leasehold commitments (1.1) 4.2

(76.4) Construction contracts expenditure (103.4) (8.9)

282.9 Net development, rental and related income 169.3 139.6
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4 NET REVALUATION GAINS ON PROPERTY AND INVESTMENTS

Audited Unaudited Unaudited
Year ended Six months Six months

31 December ended ended
2006 30 June 2007 30 June 2006

£m £m £m

In income statement

722.1 Revaluation of investment properties 387.8 424.1

In consolidated statement of recognised income and expense

172.9 Revaluation of development properties 94.0 68.2

895.0 481.8 492.3

5 NET FINANCING COSTS

Audited Unaudited Unaudited
Year ended Six months Six months

31 December ended ended
2006 30 June 2007 30 June 2006

£m £m £m

Interest receivable on:

46.1 Deposits and securities 23.5 22.9

Interest payable on:

(151.2) Notes and debentures (73.6) (77.5)

(39.1) Songbird loan (24.8) (18.9)

(78.3) Other bank loans and overdrafts (39.2) (37.7)

(4.4) Obligations under finance leases (1.0) (3.9)

(273.0) (138.6) (138.0)

0.7 Development interest capitalised 0.9 –

(272.3) (137.7) (138.0)

Other financing income/(costs) resulting from impact of derivatives:

33.7 Movements on fair value of derivatives 82.2 44.6

22.9 Movements on translation of foreign currency debt 3.3 13.1

(17.2) Valuation movement on fair value of D Share (Note 11) (2.5) (1.6)

(12.9) Finance costs of SG Shares (Note 11) (3.8) (6.5)

(7.4) Hedging reserve recycling (34.1) (4.1)

19.1 45.1 45.5

(207.1) Net financing expenses (69.1) (69.6)

Refinancing (costs)/gains

– Refinancing fees (14.3) –

123.3 Gains relating to finance lease repayment – 123.3

(83.8) Net financing (costs)/income (83.4) 53.7

46.1 Total financing income 23.5 22.9

(129.9) Total financing expenses (106.9) 30.8

(83.8) Net financing (costs)/income (83.4) 53.7

Financing fees included in interest payable totalled £18.1 million in the six months ended 30 June 2007 (year ended

31 December 2006 – £17.1 million, six months ended 30 June 2006 – £10.1 million).
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Interest on development expenditure financed from general funds has been capitalised at a rate of 6.1%, being the

weighted average cost of debt of the relevant loan facilities, and included in additions to properties under

construction in Note 7. Interest payable on the construction loan has been capitalised as incurred.

Refinancing fees in the six months ended 30 June 2007 comprised the write-off of £13.6 million deferred fees on

certain of the notes repaid in the restructuring of Canary Wharf Group’s securitisation and breakage fees paid

totalling £0.7 million.

During the six months ended 30 June 2006 Canary Wharf Group recognised gains on the acquisition of finance

leases totalling £123.3 million.

6 TAXATION

Audited Unaudited Unaudited
Year ended Six months Six months

31 December ended ended
2006 30 June 2007 30 June 2006

£m £m £m

Tax charge

(179.1) Origination and reversal of temporary differences (95.4) (241.0)

(179.1) Group total taxation (95.4) (241.0)

Tax reconciliation

884.1 Group profit on ordinary activities before taxation 466.4 600.5

(265.2) Tax on profit on ordinary activities at UK corporation tax rate of 30% (139.9) (180.2)

Effects of:

75.7 Tax losses and other timing differences 42.2 (63.9)

10.4 Expenses not deductible for tax purposes 2.3 3.1

(179.1) Group total taxation (95.4) (241.0)

The tax charge for all periods relates solely to deferred tax.

No provision for current corporation tax has been made in the consolidated results of Canary Wharf Group for the

six months ended 30 June 2007, year ended 31 December 2006 or the six months ended 30 June 2006 due to tax

losses arising in the periods, the availability of tax losses brought forward from previous periods and other tax reliefs

available. It is anticipated that remaining capital losses and other tax reliefs, including EZAs, will reduce future tax

charges.
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Losses & Revaluation Fair value of Acquisition 
tax credits deficits derivatives adjustments Other Total

£m £m £m £m £m £m

Deferred tax assets

1 January 2007 155.6 19.1 46.5 38.1 1.1 260.4

Net charge to income 

statement for the period (32.1) (15.7) (27.2) (4.6) (0.1) (48.3)

Charged to equity – – (11.7) – – (11.7)

30 June 2007 123.5 34.8 7.6 33.5 1.0 200.4

Potential EZA Revaluation Fair value of Acquisition 
clawback surpluses derivatives adjustments Other Total

£m £m £m £m £m £m

Deferred tax liabilities

1 January 2007 (113.1) (277.2) (3.5) (48.0) – (441.8)

Net charge to income 

statement for the period 5.8 (69.9) (5.7) 22.7 – (47.1)

Charged to equity – (20.9) (15.2) – – (36.1)

30 June 2007 (107.3) (368.0) (24.4) (25.3) – (525.0)

Total
£m

Net deferred tax liability

1 January 2007 (181.4)

30 June 2007 (324.6)

It has not been possible to determine the amounts which will crystallise within one year as required by IFRS as it is

not possible to determine which properties, if any, will be sold in the next financial year.

A deferred tax asset has been recognised on the mark to market of debt and other adjustments relating to Canary

Wharf Group’s tax position at the date of acquisition. This deferred tax asset will be amortised to the income

statement in line with the amortisation of the fair value adjustments which gave rise to the asset.
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7 INVESTMENT, DEVELOPMENT AND CONSTRUCTION PROPERTIES AND PLANT AND EQUIPMENT

Non current assets and construction contracts at 30 June 2007 comprised:

Properties
under

Investment Development construction Construction Plant &
properties properties for investment contracts Sub-total equipment Total

£m £m £m £m £m £m £m

Market value at

1 January 2007 6,058.4 415.0 95.0 – 6,568.4

Exclude brought forward:

– tenant incentives (159.1) – – – (159.1)

– unamortised

negotiation costs (3.7) (0.1) (0.7) – (4.5)

Carrying value at

1 January 2007 5,895.6 414.9 94.3 – 6,404.8 0.4 6,405.2

Additions 8.5 6.3 10.8 51.5 77.1 0.4 77.5

Accrued construction

contract costs – – – 8.1 8.1 – 8.1

Transfers – – (45.0) 45.0 – – –

Revaluations:

– included in income

statement 387.8 – – – 387.8 – 387.8

– included in statement

of recognised income

and expense – 89.8 4.2 – 94.0 – 94.0

Transfer to tenant incentives 

and guaranteed rent uplift 

balances (3.3) – – – (3.3) – (3.3)

Transfer to cost of sales – – – (103.4) (103.4) – (103.4)

Transfer to payments 

on account – – – (1.2) (1.2) – (1.2)

Depreciation – – – – – (0.1) (0.1)

Carrying value at

30 June 2007 6,288.6 511.0 64.3 – 6,863.9 0.7 6,864.6

Adjust for:

Tenant incentives at

30 June 2007 (Note 9) 176.2 – – – 176.2

Unamortised lease 

negotiation costs at 

30 June 2007 (Note 9) 5.8 – 0.7 – 6.5

Market value at

30 June 2007 6,470.6 511.0 65.0 – 7,046.6

In June 2007 Canary Wharf Group entered into an agreement for the sale of 30 North Colonnade and received

£165.4 million which has been treated as a payment on account. The carrying value of the site of £45.0 million has

been transferred from properties under construction held for investment to construction contracts. At 30 June 2007

the carrying values of this and the other properties accounted for as construction contracts are stated net of amounts

taken to cost of sales, or offset against payments on account, in accordance with IAS 11.
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Valuation

The fair value of Canary Wharf Group’s properties has been arrived at on the basis of valuations carried out by the

external valuers, CBRE, Savills or Cushman. The valuations, which conform to International Valuation Standards,

were arrived at by reference to market evidence of transaction prices for similar properties.

The properties have been valued individually and not as part of a portfolio and no allowance has been made for

expenses of realisation or for any taxation which might arise. The valuations reflect usual deductions in respect of

purchaser’s costs and, in particular, full liability for UK Stamp Duty as applicable at the valuation date.

Cumulative interest capitalised in development properties at 30 June 2007 amounted to £1.6 million (31 December

2006 – £0.7 million). Included in investment properties is an estimated £31.7 million (31 December 2006 – 

£30.1 million) in respect of property occupied by Canary Wharf Group, which in the opinion of the directors is not

material for separate classification. The historical cost of properties held as non current assets was £4,456.5 million

(31 December 2006 – £4,460.6 million).

Construction contracts

Construction contracts comprise amounts recoverable under long-term development contracts less payments on

account. The amounts for payments on account at the balance sheet date are as follows:

20 Churchill 15 Canada 30 North 
Place Square Colonnade Total

£m £m £m £m

1 January 2007 145.6 50.0 – 195.6

Advances received 16.0 – 165.4 181.4

Contract revenue recognised as revenue 

in the income statement (46.9) (19.4) (53.7) (120.0)

Offset from construction contracts (1.2) 1.9 – 0.7

Deferred interest 1.8 0.5 – 2.3

Gross amount due to customers for contract work

at 30 June 2007 115.3 33.0 111.7 260.0

8 INVESTMENTS

30 June 31 December
2007 2006

£m £m

Associates 19.8 12.6

Other investments 0.2 0.2

Total 20.0 12.8

Associated undertakings

In June 2007, Canary Wharf Group entered into a joint venture with MSREF V and Exemplar to undertake the

redevelopment of the Drapers Gardens scheme in the City of London. Canary Wharf Group has invested £6.7 million

and incurred fees of £0.1 million in consideration for a 20% stake in the joint venture. The investment has been

accounted for as an investment in an associated undertaking.

In April 2005, BWB appointed Canary Wharf Group, together with Ballymore, as its partner for the development of

Wood Wharf. The Wood Wharf Limited Partnership (‘WWLP’) has been established to oversee the development of

an approximately 6.5 million sq ft (gross) mixed use scheme in which Canary Wharf Group has a 25.0% effective

interest. Canary Wharf Group has provided interest free long-term loans to fund the working capital requirements of

WWLP which are repayable out of development profits.
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The group’s share of profits and losses of WWLP is as follows:

Six months
ended

30 June
2007

£m

Summarised profit and loss accounts:

Other expenses (0.5)

Net financing costs (0.1)

Net underlying loss before and after tax (0.6)

Group share (25%) (0.1)

30 June
2007

£m

Net assets 44.2

Group share (25%) 11.0

The funding of WWLP has been accounted for as an investment in a joint venture and comprises an initial entry

premium plus expenses of £2.2 million together with Canary Wharf Group’s share of the net assets of WWLP. The

results of WWLP attributable to Canary Wharf Group have been derived from the WWLP management accounts. The

group’s share of the results and net assets is as shown above.

9 TRADE AND OTHER RECEIVABLES

Audited
31 December Unaudited Unaudited

2006 30 June 2007 30 June 2006
£m £m £m

6.0 Trade receivables 6.0 9.3

10.5 Other receivables 7.9 19.1

32.5 Prepayments and accrued income 41.9 24.3

49.0 Total trade and other receivables 55.8 52.7

Prepayments and accrued income exclude the cumulative adjustment in respect of lease incentives. Lease

incentives include rent-free periods and other incentives given to lessees on entering into lease arrangements.

Other Deferred
Rent-free tenant negotiation

periods incentives costs Total
£m £m £m £m

1 January 2007 95.1 64.0 4.5 163.6

Transfer from investment properties (Note 7) – 3.3 – 3.3

Recognition of rent during rent-free periods 16.4 – – 16.4

Amortisation (0.5) (2.1) – (2.6)

Deferred lease negotiation costs (net) – – 2.0 2.0

30 June 2007 111.0 65.2 6.5 182.7
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10 TRADE AND OTHER PAYABLES

Audited
31 December Unaudited Unaudited

2006 30 June 2007 30 June 2006
£m £m £m

13.5 Trade payables 21.2 7.8

5.3 Taxation and social security costs 3.0 1.2

30.8 Other payables 39.1 24.2

83.7 Other accruals 94.2 110.1

55.0 Deferred income 58.1 55.4

195.6 Payments on account (Note 7) 260.0 152.9

383.9 Total trade and other payables 475.6 351.6

11 NET DEBT

Audited
31 December Unaudited Unaudited

2006 30 June 2007 30 June 2006
£m £m £m

2,577.3 Securitised debt 2,671.2 2,587.9

522.6 Songbird loan 791.9 539.2

1,330.7 Secured loans 1,250.9 1,339.8

– Construction loan 13.9 –

42.0 Finance lease obligations 41.8 42.0

151.3 SG Shares and associated financing costs 30.7 144.9

50.6 D Share derivative liability – 35.0

4,674.5 Gross debt 4,800.4 4,688.8

103.5 Current liability 56.1 80.1

4,427.5 Non current liability 4,804.6 4,470.1

(11.5) Derivatives included in non current assets (71.6) (5.6)

155.0 Derivatives included in non current liabilities 11.3 144.2

(882.4) Cash and cash equivalents (1,023.6) (994.0)

(147.5) Monetary deposits (111.0) (136.8)

3,644.6 Net debt 3,665.8 3,558.0

Current liabilities comprise:

22.6 Accrued interest payable 42.2 22.4

21.6 Repayable within one year 13.8 20.4

8.7 Financing costs of SG Shares 0.1 2.3

50.6 D Share derivative liability – 35.0

103.5 Long-term borrowings repayable within one year 56.1 80.1

Cash and cash equivalents totalled £1,023.6 million at 30 June 2007 (31 December 2006 – £882.4 million, 30 June

2006 – £994.0 million), comprising deposits placed on the money markets at call and term rates. Cash deposits

included £113.5 million at 30 June 2007 (31 December 2006 – £145.2 million, 30 June 2006 – £175.5 million) held

as cash collateral for Canary Wharf Group’s borrowings and a further £21.7 million (31 December 2006 –

£24.7 million, 30 June 2006 – £6.4 million) charged as security for Canary Wharf Group’s obligations. Unsecured

cash deposits totalled £888.4 million at 30 June 2007 (31 December 2006 – £712.5 million, 30 June 2006 –

£812.1 million). The effective interest rate on short term deposits was 5.6% at 30 June 2007 (31 December 2006 –

5.0%, 30 June 2006 – 4.5%) and the deposits had an average maturity of 57 days (31 December 2006 – 64 days,

30 June 2006 – 71 days).
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Monetary deposits comprise amounts held on deposit with original maturities in excess of three months. These

deposits are charged, relate to Canary Wharf Group’s construction contracts and mature over the life of those

contracts.

As a result of the redemption rights attaching to the SG Shares, such shares are classified as creditors falling due in

more than one year and the income statement includes a charge to profit in respect of the SG Shares accumulated

at 8% per annum, subject to an increase in the coupon in certain circumstances. The accrued finance charges

(comprising dividends accrued but not declared or paid) in respect of this class of share are included in current

liabilities as interest payable. At 30 June 2007 £0.1 million was accrued in respect of the SG Shares (31 December

2006 – £8.7 million, 30 June 2006 – £2.3 million).

Prior to the share capital amendments approved in January 2007, the D Share carried an entitlement to a dividend

for each year in the five year period commencing 1 July 2004 based on 20% of the incremental increase in the value

of Canary Wharf Group’s retail assets. As a result of this entitlement the D Share was treated as a derivative and was

stated at its estimated fair value within current liabilities. The estimated fair value at 31 December 2006 was

£50.6 million (30 June 2006 – £35.0 million). Movements in the estimated fair value were charged to the income

statement as a finance cost.

On 26 January 2007, the dividend rights on the D Share were cancelled in exchange for 14,478,260 B Shares that

had a market value of £53.1 million, resulting in a charge to the income statement in the six months ended 30 June

2007 of £2.5 million. Following the exchange for B Shares, the D Share was redeemed.

The amounts at which borrowings are stated, including share capital reclassified as debt, comprise:

Finance

Securitised Songbird Secured Construction lease Total SG and D

debt loan loans loan obligations borrowings Shares Total

£m £m £m £m £m £m £m £m

1 January 2007 2,577.3 522.6 1,330.7 – 42.0 4,472.6 201.9 4,674.5

Drawndown in year 726.0 800.0 – 17.8 – 1,543.8 – 1,543.8

Effective interest rate adjustment (9.8) (4.6) – (1.4) – (15.8) – (15.8)

Accrued finance charges (2.9) 1.8 – 0.5 (0.2) (0.8) (6.1) (6.9)

Repaid in period (578.0) (520.9) (3.7) – – (1,102.6) (112.0) (1,214.6)

Release of D Share liability – – – – – – (53.1) (53.1)

Movements in fair value of 

derivatives and foreign exchange (55.7) (7.0) (76.1) (3.0) – (141.8) – (141.8)

Charges on loan repayment 14.3 – – – – 14.3 – 14.3

30 June 2007 2,671.2 791.9 1,250.9 13.9 41.8 4,769.7 30.7 4,800.4

Payable within one year or 

on demand 34.9 – 21.1 – – 56.0 0.1 56.1

Payable in more than one year 2,671.5 799.2 1,244.6 16.9 41.8 4,774.0 30.6 4,804.6

Derivatives classified as:

– non current assets (35.2) (7.3) (26.1) (3.0) – (71.6) – (71.6)

– non current liabilities – – 11.3 – – 11.3 – 11.3

2,671.2 791.9 1,250.9 13.9 41.8 4,769.7 30.7 4,800.4

All the borrowings of Canary Wharf Group are secured against designated property interests of Canary Wharf Group.

The Songbird loan is secured against the assets of the company and/or its subsidiaries.

In May 2007, £800.0 million was drawndown under a new £880.0 million facility which was used to fund repayment

of the £520.9 million outstanding under an existing Songbird loan. The new loan has a term of three years and carries

an interest rate of LIBOR plus a margin of 1.2% to 1.7% dependant on the financial condition of the group. The new

loan is hedged via an interest swap and cap which serve to fix LIBOR for the amount drawn at 5.928%.

In April 2007 the group completed a restructuring of its securitisation involving the redemption of £572.6 million of

FRNs and the issue of £726.0 million of new non-amortising FRNs. The new notes issued comprised £220.0 million
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of Class A7 (‘A7’), £104.0 million of Class B3 (‘B3’), £275.0 million of Class C2 (‘C2’) and £125.0 million of Class D2

(‘D2’). All of the notes have a maturity of October 2037.

Interest on the new notes is at three month LIBOR plus a margin. The margins on the notes are: A7 – 0.19% per

annum, increasing to 0.475% in January 2017, B3 – 0.28% per annum, increasing to 0.7% per annum in January

2017; C2 – 0.55% per annum, increasing to 1.375% in April 2014; and D2 – 0.84% per annum increasing to 2.1% in

April 2014.

All of the notes are hedged by means of interest rate swaps and the hedged rates plus the margin are: A7 – 5.1135%;

B3 – 5.1625%; C2 – 5.4416% and D2 – 5.8005%.

In February 2007 the group entered into a £155.0 million, 3 year construction loan facility secured on 5 Churchill

Place. Interest is charged at LIBOR plus a margin of 0.9% and then hedged at 5.625%.

Hedge accounting

The group uses interest rate swaps and interest rate collars to hedge exposure to the variability in cash flows on

floating rate debt, including its bank facilities and floating rate bonds, caused by movements in market rates of

interest. At 30 June 2007 the fair value of these derivatives resulted in the recognition of a net asset of £60.3 million

(31 December 2006 – net liability of £143.5 million, 30 June 2006 – net liability of £138.6 million). Of this net asset,

an asset of £52.1 million was in respect of interest rate swaps which qualify for hedge accounting (31 December

2006 – £11.2 million, 30 June 2006 – £5.6 million) and a net asset of £8.2 million was in respect of interest rate swaps

and collars which do not qualify for hedge accounting (31 December 2006 – liability of £154.7 million, 30 June 2006

– liability of £144.2 million).

Comparison of market values and book values

30 June 2007 31 December 2006

Market Book Market Book

value value Difference value value Difference

£m £m £m £m £m £m

Securitisations (2,691.4) (2,706.4) 15.0 (2,583.7) (2,495.0) (88.7)

Songbird loan (799.2) (799.2) – (522.9) (522.9) –

Secured loans (1,262.1) (1,265.7) 3.6 (1,265.6) (1,269.2) 3.6

Construction loan (16.9) (16.9) – – – –

Finance leases (41.8) (41.8) – (42.0) (42.0) –

SG Shares (476.1) (30.7) (445.4) (617.5) (151.3) (466.2)

D Share – – – (50.6) (50.6) –

(5,287.5) (4,860.7) (426.8) (5,082.3) (4,531.0) (551.3)

Other financial assets/

(liabilities):

– interest rate derivative assets 71.6 71.6 – 11.5 11.5 –

– interest rate derivative liabilities (11.3) (11.3) – (155.0) (155.0) –

Cash and monetary deposits 1,134.6 1,134.6 – 1,029.9 1,029.9 –

Total (4,092.6) (3,665.8) (426.8) (4,195.9) (3,644.6) (551.3)

The differences above are shown before any tax relief. Short term debtors and creditors have been excluded from

the disclosures. The fair value of the sterling denominated fixed rate bonds has been determined by reference to the

prices available on the markets on which they are traded. The fair values of other debt instruments have been

calculated by discounting cash flows at the relevant zero coupon LIBOR interest rates prevailing at the balance sheet

date. The fair value of the SG Shares has been derived by reference to the market value of the B Shares although

the rights attaching to the SG Shares are different from the rights attaching to the B Shares. For a summary of the

rights attaching to each class of shares refer to Note 20 of the 2006 Report and Financial Statements.
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12 OTHER NON CURRENT LIABILITIES

Vacant leasehold Other lease
properties commitments Total

£m £m £m

Provisions:

1 January 2007 13.7 26.9 40.6

Utilisation of provision (3.6) (2.2) (5.8)

Unwind of discount 0.4 0.8 1.2

Release of provision 0.7 0.1 0.8

30 June 2007 11.2 25.6 36.8

Vacant leasehold properties

At 30 June 2007 the provision for the estimated net liability in respect of vacant leasehold properties, discounted at

6.1%, being the group’s weighted average cost of debt at that date, was stated at £11.2 million.

Other lease commitments

In connection with an agreement for lease signed in 2001 Canary Wharf Group entered into a rent support

commitment under which it may contribute a maximum of £10.00 per sq ft per annum towards the difference between

the passing rent payable by a tenant at its previous premises and the rent achievable on any sub-lease. The

maximum amount payable in respect of this commitment at 30 June 2007 had reduced to £24.3 million (nominal)

with a present value of £19.2 million calculated on the basis of a discount rate of 6.1%. This amount has been

provided for in full and will be subject to review at each subsequent balance sheet date.

In connection with the sale of certain properties during 2005, Canary Wharf Group agreed to provide rental support

in respect of either unexpired rent-free periods or until the next rent review date. A provision in respect of these

commitments was recognised at the date of disposal. The remaining provision at 30 June 2007 was £6.4 million

calculated on the basis of a discount rate of 6.1%.

13 SHARE CAPITAL

Issued, allotted and fully paid at 30 June 2007 Number £m

Equity Shares:

– A Shares 260,849,750 26.1

– B Shares 192,991,649 19.3

453,841,399 45.4

Shares not classified as equity:

– SG Shares 176,754,408 17.7

Total issued share capital 630,595,807 63.1

As at 31 December 2006 a total of 616,117,548 shares were in issue. On 24 January 2007 14,478,260 B Shares were

issued to British Land (Joint Ventures) Limited and on 26 February 2007 the D Share was redeemed by the company.

The issue of B Shares was funded by the capitalisation of £1,447,826 from the company’s share premium account.
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14 OTHER RESERVES

Share Treasury Revaluation Hedging Total other Minority Retained

premium shares reserve1 reserve reserves interest earnings2 Total

Notes £m £m £m £m £m £m £m £m

1 January 2007 380.7 (0.6) 115.3 (41.8) 453.6 1,151.7 730.9 2,336.2

Profit for the period 

after taxation – – – – – – 371.0 371.0

Valuation movements on 

development properties 7 – – 94.0 – 94.0 – – 94.0

Gains on effective hedges 11 – – – 55.5 55.5 – – 55.5

Tax on items taken direct 

to equity 6 – – (20.9) (17.4) (38.3) – – (38.3)

Net income recognised 

directly in equity – – 73.1 38.1 111.2 – 371.0 482.2

Transfer to minority interest – – (28.6) (22.7) (51.3) 209.4 (158.1) –

Transferred to income:

– cash flow hedges – – – 34.1 34.1 – – 34.1

Tax on transfers – – – (9.5) (9.5) – – (9.5)

Total recognised income 

and expense for the period – – 44.5 40.0 84.5 209.4 212.9 506.8

Transfer on D Share 

redemption (1.5) – – – (1.5) – 53.1 51.6

Dividends paid – – – – – – (319.7) (319.7)

30 June 2007 379.2 (0.6) 159.8 (1.8) 536.6 1,361.1 677.2 2,574.9

Notes:

1. The revaluation reserve relates to development properties.

2. Includes revaluation surpluses in respect of investment properties that are recognised as income under IFRS.

Dividends

The amount recognised as dividends paid comprises:

£m

Payment on A Shares 183.9

Payment on B Shares 135.8

319.7

An interim dividend of 29.5p per share totalling £186.0 million was paid on 14 February 2007 and a further interim

dividend of 41.0p per share totalling £258.4 million was paid on 18 June 2007. Of the total dividend of £444.4 million,

£124.7 million was paid to the SG shareholders and classified as a repayment of debt or financing expenses for the

purposes of this Interim Report.

15 SHARE BASED PAYMENTS

During the six months ended 30 June 2007 Canary Wharf Group operated the Canary Wharf 2004 Deferred Share

Plan (the ‘Deferred Plan’) in conjunction with the Canary Wharf Employees’ Share Ownership Plan Trust (the ‘Trust’).

The rules of the Deferred Plan allow the majority of participants who were granted options to elect to take a cash

equivalent value in substitution for exercising their options.

During the year ended 31 December 2006 options over 1,279,200 B Shares were exercised under the Deferred Plan

(30 June 2006 – 1,237,950), and participants with options over a further 121,750 B Shares elected to take a cash

sum in substitution for exercising their options (30 June 2006 – nil). At 30 June 2007, options over 904,470 B Shares

were outstanding (31 December 2006 – 938,970, 30 June 2006 – 1,101,970).

At 30 June 2007 the trustee of the Trust held 1,113,473 B Shares.
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At 30 June 2007 Canary Wharf Group had accrued £0.9 million in respect of its liability under the Deferred Plan. Of

this amount £0.3 million related to shares over which options had vested but had not been exercised at the balance

sheet date.

16 NOTES TO THE CASH FLOW STATEMENT

Reconciliation of profit on ordinary activities before tax to cash generated from operations.

Audited Unaudited Unaudited
Year ended Six months Six months

31 December ended ended
2006 30 June 2007 30 June 2006

£m £m £m

884.1 Profit on ordinary activities before tax 466.4 600.5

Non-cash movements

(722.1) Net valuation gains on investment properties and investments (387.8) (424.1)

(0.3) Share of loss after tax of associates (0.1) (0.1)

(24.4) Spreading of tenant incentives, committed rent increases (13.8) (12.1)

(2.2) Write back of acquisition fees – –

0.2 Depreciation 0.1 0.1

0.5 Share options 0.1 0.5

– Profit recognised on construction contracts (16.6) –

(748.3) (418.1) (435.7)

Operating cash flows before changes to working

135.8 capital and other cash movements 48.3 164.8

Changes to working capital and other cash movements

207.1 Net financing costs 69.2 69.9

(123.3) Refinancing charges (Note 5) 14.3 (123.3)

(17.2) Utilisation of provisions (3.7) (9.2)

(2.0) Increase in receivables (9.3) (9.2)

21.2 Increase in payables 1.3 14.7

131.8 Proceeds from construction contracts 217.9 39.9

(27.1) Construction contract expenditure (34.4) (6.0)

326.3 Cash generated from operations 303.6 141.6
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17 SEGMENTAL REPORTING

Canary Wharf Group’s business segments comprise property investment (including all completed office and retail

properties) and property development (including office properties under construction, land held for future

development and Canary Wharf Group’s investment in WWLP and Drapers Gardens).

Audited Unaudited Unaudited
Year ended Six months ended Six months ended

31 December 2006 30 June 2007 30 June 2006

Property Property Property
Property develop- Property develop- Property develop-

investment ment Total investment ment Total investment ment Total
£m £m £m £m £m £m £m £m £m

360.4 76.4 436.8 Revenue 195.2 120.0 315.2 175.9 8.9 184.8

(77.5) (76.4) (153.9) Cost of sales (42.5) (103.4) (145.9) (36.3) (8.9) (45.2)

282.9 – 282.9 152.7 16.6 169.3 139.6 – 139.6

1.9 – 1.9 Other income 10.3 – 10.3 0.2 – 0.2

46.0 0.1 46.1 Interest income 20.0 3.5 23.5 22.9 – 22.9

(129.9) – (129.9) Interest expense (109.9) 3.0 (106.9) 30.8 – 30.8

– (0.3) (0.3) Loss from joint ventures – (0.1) (0.1) – (0.1) (0.1)

29.9 – 29.9 Movement on hedges 89.6 – 89.6 21.0 – 21.0

722.1 172.9 895.0 Revaluation gains 387.8 94.0 481.8 424.1 68.2 492.3

Segment recognised income

and expense before unallocated

952.9 172.7 1,125.6 expenses and tax 550.5 117.0 667.5 638.6 68.1 706.7

(38.7) Unallocated expenses (17.5) (17.0)

(239.8) Taxation (143.2) (267.7)

847.1 Total recognised income and expense 506.8 422.0

Other information

5,895.6 509.2 6,404.8 Segment assets 6,288.6 575.3 6,863.9 5,594.9 430.0 6,024.9

879.9 150.0 1,029.9 Cash and monetary deposits 915.9 218.7 1,134.6 993.5 137.3 1,130.8

158.7 78.6 237.3 Other assets 156.1 174.7 330.8 209.2 12.1 221.3

6,934.2 737.8 7,672.0 Consolidated total assets 7,360.6 968.7 8,329.3 6,797.6 579.4 7,377.0

Segment liabilities

– (195.6) (195.6) Payments on account – (260.0) (260.0) – (152.9) (152.9)

(243.0) (48.8) (291.8) Other current liabilities (187.3) (84.4) (271.7) (241.2) (37.6) (278.8)

(4,427.5) – (4,427.5) Borrowings (4,790.7) (13.9) (4,804.6) (4,470.1) – (4,470.1)

(155.0) – (155.0) Derivatives (11.3) – (11.3) (144.2) – (144.2)

(40.6) – (40.6) Other non current liabilities (36.8) – (36.8) (46.6) – (46.6)

(4,866.1) (244.4) (5,110.5) (5,026.1) (358.3) (5,384.4) (4,902.1) (190.5) (5,092.6)

Segment net assets before 

2,068.1 493.4 2,561.5 deferred tax 2,334.5 610.4 2,944.9 1,895.5 388.9 2,284.4

(181.4) Deferred tax (324.6) (209.3)

2,380.1 Total assets less total liabilities 2,620.3 2,075.1
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Independent Review Report to Songbird Estates plc

Songbird Estates plc

INTRODUCTION

We have been instructed by the company to review the financial information for the six months ended 30 June 2007 which

comprises the consolidated income statement, the consolidated statement of recognised income and expense, the

consolidated balance sheet, the consolidated cash flow statement and related notes 1 to 17. We have read the other

information contained in the Interim Report and considered whether it contains any apparent misstatements or material

inconsistencies with the financial information.

This report is made solely to the company, in accordance with Bulletin 1999/4 issued by the Auditing Practices Board.

Our work has been undertaken so that we might state to the company those matters we are required to state to them in

an independent review 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, for our review work, for this report, or for the conclusions we

have formed.

DIRECTORS’ RESPONSIBILITIES

The Interim Report, including the financial information contained therein, is the responsibility of, and has been approved

by, the directors. The directors are also responsible for ensuring that the accounting policies and presentation applied to

the interim figures are consistent with those applied in preparing the preceding annual accounts except where any

changes, and the reasons for them, are disclosed.

FIRST-TIME ADOPTION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS

As disclosed in Note 1, the next annual financial statements of the group will be prepared in accordance with International

Financial Reporting Standards as adopted for use in the EU. Accordingly, the Interim Report has been prepared in

accordance with the recognition and measurement criteria of IFRS and the disclosure requirements of the Listing Rules

that would be applicable if the company were admitted to the Official List.

REVIEW WORK PERFORMED

We conducted our review in accordance with the guidance contained in Bulletin 1999/4 issued by the Auditing Practices

Board for use in the United Kingdom. A review consists principally of making enquiries of group management and

applying analytical procedures to the financial information and underlying financial data and, based thereon, assessing

whether the accounting policies and presentation have been consistently applied unless otherwise disclosed. A review

excludes audit procedures such as tests of controls and verification of assets, liabilities and transactions. It is

substantially less in scope than an audit performed in accordance with International Standards on Auditing (UK and

Ireland) and therefore provides a lower level of assurance than an audit. Accordingly, we do not express an audit opinion

on the financial information.

REVIEW CONCLUSION

On the basis of our review we are not aware of any material modifications that should be made to the financial information

as presented for the six months ended 30 June 2007.

Deloitte & Touche LLP

Chartered Accountants

London

25 September 2007
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Members’ Information

Songbird Estates plc

DIRECTORS
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Brian Carr
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Philip Lader

Shmuel (Sam) Levinson
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Richard Powers #

Timothy Roberts

* Audit Committee

+ Announcement Committee

# Executive Committee

Shareholder Enquiries

All enquiries relating to holdings of shares in the company

should be addressed to the company’s registrars:

Capita Registrars

The Registry

34 Beckenham Road

Beckenham

Kent BR3 4TU

Telephone: 0870 162 3100

Facsimile: 020 8639 2342

E-mail: ssd@capitaregistrars.com

Website: www.capitaregistrars.com

Other Enquiries

If you would like more information about Songbird Estates

plc please contact John Garwood, Company Secretary.

Registered Office

One Canada Square

Canary Wharf

London E14 5AB

Telephone: 020 7477 1000

Facsimile: 020 7477 1001

Website: www.songbirdestates.com

Registered Number

5043352

ADVISERS

Auditors
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Hill House

1 Little New Street
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Bankers

The Royal Bank of Scotland Plc

London Corporate SC

PO Box 39952
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London EC2M 4XJ
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