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VIRTUS Holdco Limited

Strategic report’
for the year ended 31 December 2021

Introduction

The directors present their strategic report on VIRTUS Holdco Ltd (“the Company”) and its subsidiaries (“the Group”
or “VIRTUS") for the year ended 31 December 2021.

Principal Activities

VIRTUS designs, builds, operates and maintains carrier neutral data centres in the United Kingdom. The Group’s
principal business is the provision of co-location services within these facilities to our customers.

Strategy

VIRTUS has a guiding vision to be a trusted global leader, committed to providing reliable, resilient, responsible
digital infrastructure, and deliver outstanding customer propositions based on world class quality, flexibility, service
and value. Our aim is for the solutions and systems powered and connected in VIRTUS data centres to enable
customers to grow and transform their own businesses, more easily and cost effectively.

VIRTUS is seeking to pursue this vision by continuing to expand its portfolio of data centre sites, either through
organic growth or acquisition.

Business Review

The Group continued to experience strong sales growth throughout 2021 driven by customers across the key
sectors of cloud services, education and enterprise — consistent with the increasing demand for digital services that
was evident before and during the onset of COVID-19. To cater for this current and expected future demand growth,
VIRTUS has continued to expand the total capacity of its portfolio. In Q4 2021 a new lease was signed for the
13MW LONDON11 data centre site in Slough, with early stages of construction commencing prior to the year end.

Sales of contracted capacity during the year were strong, driven by new orders with major hyperscale customers.
At the end of 2021 VIRTUS had a portfolio of 9 live sites and a further three sites at different stages of the planning
and development process, collectively providing 206.7 MW of design capacity (2020: 180.2MW across eleven sites).

155.9MW of this capacity was contracted to customers, with 131.7MW billable as of the year-end (2020: 129.3MW
contracted and 81.8MW billable).

Group revenue in 2021 was £199.4m (2020: £129.5m) representing an increase of 54% on 2020. This was driven
by a 49.8MW increase in billable capacity across new and existing sites, primarily from commencement of
additional orders with existing hyperscale customers as new data centre phases went live — in particular at
LLONDONSB, LONDON7 and LONDONS. Colocation revenue grew by 65% to £126.3m (2020: £76.4m) and
deployments of these new customer contracts drove power revenue growth of 29% to £47.1m (2020: £36.5m).

The business made an operating profit of £9.2m in 2021, compared to an operating loss of £4.7m in 2020 - high
operating leverage helped translate the strong growth in revenue to a corresponding increase in operating income.
The Group’s profit for the financial year was £1.5m (2020: loss of £34.3m), including a £16.0m gain (2020: £3.6m
loss) arising from a mark to market revaluation of interest rate hedging instruments held at fair value.

The Group continues to fund its ongoing site development activities through a combination of debt and equity
financing and, increasingly, cash flow generated from operations. On 31 July 2021 the Group negotiated the
refinancing and upsizing of its existing external debt facilities to £817.8m, to include funding for LONDONS and
LONDON11. The refinancing arrangement resulted in the existing Security Net 1 (SN1) and Security Net 2 (SN2)
debt financing facilities being combined into a single extended Security Net 1 (SN1) arrangement.

The Group made a scheduled debt repayment of £6m on 31 December 2021 reducing the remaining available
facility size to £811.8m. Of this, £635.0m was drawn and £176.8m remained available to draw at the end of 2021,
with a total of £180.1m drawn down during the year to fund ongoing site construction works.
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Business Review (continued)

The balance of cash on hand at 31 December 2021 was £19.9m (2020: £28.6m).

Key Performance Indicators
The Group measures its financial performance primarily by reference to third party revenue.

Revenue in 2021 was £199.4m, a 54% increase from £129.5m in 2020 reflecting the continued growth of our
portfolio and increasing occupancy levels at our data centres.

Business Environment

The UK data centre market continues to be geographically concentrated in and around the London / M25 area,
with a focus on the Slough / West London area where VIRTUS data centre sites are located. The London market
“remained strong in 2021, the tailwinds provided by and powering the “digital economy” are reinforcing interest in,
and demand for the data centre sector and our product, accelerating trends that were already strong before the
pandemic.

The market is increasingly competitive, with new supply coming on stream from both established competitors and
new entrants. Despite this, the Group has been able to consolidate its position as one of the largest providers of
co-location services in the UK as at the end of 2021, continuing to expand our portfolio in the London market
through 2021 in LONDONG, LONDON7 and LONDONS.

Impact of COVID-19 and Future Outlook

VIRTUS data centres have remained fully operational throughout the COVID-19 pandemic, and the business. has
adhered to the strict guidelines rolled out by our Epidemic Management Team (EMT) to prioritise safety to our own
team and our supply chain and continuity of our core services to our client base.

Despite the tremendous impact of COVID-19 on the global economy, the data centre industry has shown not only
resilience but a positioning for growth over the medium to long term. Data centre operations have been designated
as essential infrastructure by the UK Government and are therefore exempt from restricted movement guidelines.
During Q1 2021, the outlook started to improve as the government vaccination programme was rolled out and given
the robust response of the business during 2020, the Group was well prepared to continue to operate normally
whilst the benefits of the vaccination programme took effect. There were no service interruptions during 2021 as a
result of COVID-19 challenges and the business is prepared should new variants of COVID 19 emerge that lead
the government to reverse the recent relaxation of COVID-related restrictions.

Sectid_n 172 (1) statement

In carrying out the strategy of the Company, the directors have regard for their responsibilities in promotion of the
success of the business for the benefit of its shareholders, in accordance with section 172 (1) of the Companies
Act 2006. The sections relevant to our business are summarised below along with the actions undertaken by the
Board to meet these requirements: :

The likely consequences of any decisions in the long-term
The Board has set out its view of the business environment in which the Group operates, its strategy for achieving

its objectives and the future outlook for the business. In developing this strategy, the Board is focused on
maintaining and enhancing the long-term sustainability of the business model.
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Section 172 (1) statement (continued)

The strategy reflects the need to consider the interests of the Company’s staff and external stakeholders, along
with the need to keep pace with market developments and technological changes so the business is appropriately
positioned to take advantage of evolving market conditions. Strategic priorities are cascaded down to individuals
within the business through the process of personal objective setting for performance management.

The directors give consideration to the risks facing the business and employ an enterprise risk management matrix
approach to identifying, measuring and mitigating risks that could negatively impact the business in the longer-
term. Oversight of this process is provided by the Audit and Risk Management Committee of the Board and a
summary of how key types of risk are managed is provided in this report.

Business relationships with customers, suppliers and other stakeholders

VIRTUS's customers are key to the long-term success of the business. We seek to maintain and grow our customer
base through building and preserving a reputation as a leading provider of high-quality and reliable data centre
services to the UK market. Our customers are key business partners and we set out our relationship with them
clearly in service-level agreements. We maintain continuous oversight of these arrangements and ensure our
customers receive appropriate levels of information on how service levels are met. We are constantly assessing
customer communications and proactively communicating with our customers at regular and need to know
intervals.

We invest in industry-leading technology at our data centre sites as we believe it differentiates the VIRTUS service
offering from that of our competitors, in terms of the quality and reliability of the service experienced by. our
customers. This includes features such as high connectivity and low latency that are needed to efficiently support
the ultra-high-density computing requirements of many of our customers. The scale of our facilities and the
technology employed allows us to offer customers premium data centre services on a highly cost-effective basis.

VIRTUS's dealings with suppliers are governed by an established procurement policy with oversight provided by
our procurement steering committee. We seek to foster relationships with suppliers that are mutually beneficial
over the longer-term as well as the near-term, and VIRTUS has worked with many suppliers on a recurring basis
across the development of our data centre portfolio. This offers VIRTUS the potential to benefit from efficiencies
arising from knowledge these suppliers have gained over time of our business and ways of working.

We also invest continuously in the training of our staff both to support their personal development and promote the
quality of their interactions with customers, suppliers and colleagues. Transactional dealings with our customers
and suppliers are also ultimately controlled through application of our Board-approved delegation of authority
matrix.

The impact of the Company’s operations on the community and environment

VIRTUS is a responsible member of its industry and community and has a strong set of corporate values that are
embedded across the business. This includes caring about our staff wellbeing and impact of the business on the
environment, in addition to delivery of quality and value to our customers.

All of our business is certified to ISO standards on environmental management, energy management and
information technology systems, amongst others, demonstrating our ongoing commitment to environmental, energy
and social (data protection) performance within our sphere of influence. The core of our certifications stems from
implemented, trained, regularly reviewed and fully communicated policies such as those on compliance (covering
environmental, energy, quality, information security and service delivery), occupational health and safety and
ethical trading.

Further information on the nature and intensity of energy consumption by the business operations of VIRTUS in
accordance with Streamlined Energy and Carbon Reporting Requirements (SECR) regulations is provided in the
Report of the Directors. ’
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Section 172 (1) statement (continued)
The desirability of the Company maintaining a reputation for high standards of business conduct

Our desire to maintain a reputation for high standards of business tonduct is embodied in dur corporate values of
caring about our customers and the service we provide to them, pride in the VIRTUS business and what it delivers,
dedication to quality in whatever and we do and reliability in doing what we say we will do. Our teams work together
in a constructive and helpful way to deliver together for our customers.

Itis VIRTUS policy to conduct all business in an honest and ethical manner by acting professionally, fairly and with
integrity in all our business dealings and relationships. This is emphasised in our policies developed in areas such
as ethical trading and financial crime, covering anti-bribery, anti-corruption and anti-tax evasion initiatives.

We also maintain an ongoing dialogue with our majority shareholder through formal communication of operational
and financial information on a quarterly basis, as well as through numerous other interactions periodically through
the year. We use these interactions to ensure that both the strategic direction of the VIRTUS business and the
standards we maintain in conducting our business is aligned with the group objectives and standards of our owners.

Going Concern

The financial statements have been prepared on a going concern basis which the directors consider to be
appropriate for the following reasons.

The diréctors have prepared cash flow forecasts for a period of at least 12 months from the date of approval of
these financial statements which indicate that the Group will have sufficient funds to meet its liabilities as they fall
due for that period. The directors note that so far since the COVID-19 outbreak sales have increased as customers
seek to obtain additional capacity to support expanded demand on cloud computing services from increased levels
of remote working and even greater reliance on digital infrastructure in our everyday lives. The establishment of
hybrid working models is expected to continue to support these trends as the economy emerges from COVID-19
restrictions.

However, in order to meet the committed operational expansion plans of the Group, it continues to also be reliant
on financial support from its intermediate holding company, STT GDC Pte Ltd. STT GDC Pte Ltd has indicated its
intention to continue to make available such funds as are needed by the Group for the period covered by the
forecasts. The directors note that this intention is aligned with the expansion strategy of STT GDC Pte Ltd. The
directors have further considered the financial position of STT GDC Pte Ltd (including the potential impacts arising
from the COVID 19 pandemic) and consider there to be sufficient liquidity for the funding to be provided as needed.
As with any company placing reliance on other group entities for financial support, the directors acknowledge that
there can be no certainty that this support will continue although, at the date of approval of these financial
statements, they have no reason to believe that it will not do so.

Consequently, the directors are confident that the Group will have sufficient funds to continue to meet its liabilities

as they fall due for at least 12 months from the date of approval of the financial statements and therefore have
prepared the financial statements on a going concern basis.

Financial Instruments and Risks
Financial risks facing the organisation are monitored through a process of regular assessment and review by the
Management Team of an Enterprise Risk Matrix (ERM) which is then presented to the Audit and Risk Management

Committee (ARMC). Key financial risks and their mitigants are set out below:

¢ External and contingent liabilities are managed through insurance where appropriate.

o Interest rate risk is managed through hedging via interest rate caps, interest rate floors and interest rate
swaps on our external debt. As a result of this, the Group has materially mitigated exposure to interest

rate fluctuations on its long-term borrowing.
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Financial Instruments and Risks (continued) .

e Liquidity risk is managed through detailed cash-flow management and forecasting undertaken by the
Finance team to ensure th_g@rpup has access to adequate financial resources to meet its ongoing needs.

o Exposure to risk of increase in input power costs is managed through securing fixed-price agreements with
power suppliers annually in advance. As at the end of 2021, VIRTUS has fixed these input costs out to
September 2023. Generally, our contracts with customers enable us to pass any price increases on through
power billing.

e Customer renewal risk — as the business and external third-party debt has grown, the risk of significant
customer churn impacting the Group’s banking covenant relating to interest cover grows. This risk is
managed by taking a prudent approach to debt financing balanced with support from the Group’s.
shareholder, STT GDC Pte Ltd, and pro-actively managing customer relationships in the estate well in
advance of any renewals.

e Customer credit risk and recoverability of trade receivables in the current economic environment is carefully
managed through daily monitoring of receipts and increased focus on credit control, with regular review by
the management team. A large proportion of our customer portfolio consists of well-established global
companies so it is not expected that levels of default on receivables will be significant.

Principal risks and uncertainties

Key risks faced by the Group are monitored through a process of regular assessment and review by the Company’s
management team, incorporated in the ERM and presented to the ARMC.

1. Strategic risks are considered regularly in what is an increasingly competitive marketplace. Risk of |,
business concentration in a small number of large customers is mitigated where possible by entering into
fong-term contracts with customers and negotiating pre-let agreements to underpin all or part of each
business case before construction commences on a particular site. .

2. Operational risks to the business could come from a critical infrastructure (power or cooling) outage or
security breach. Preventative measures to combat the risk of failure in this area is a primary focus for the
Group — such an event would risk damage to the external credibility of the business and, depending-on the
severity, could threaten the performance and potentially the ongoing viability of the Group. This risk could
arise from a number of factors, which are both within and outside of the business’ direct control, ranging
from human error to equipment failure to a deliberate act of sabotage. The Group has a robust process
driven response to these risks through adherence to externally accredited operating procedures and
certifications combined with rigorous application of these policies.

3. The long-term economic impacts of COVID-19 are still uncertain and could present risks to the Group'’s
future business performance. Aithough the business has thus far seen little evidence to suggest this is the
case, it is possible that a slower than expected recovery from the economic downturn experienced in 2020
and 2021 could have an adverse impact on the Group’s plans and projections. While customer demand
might be impacted, this risk is mitigated by the critical nature of our services, as well as the proportion of
well-established global cloud services providers in our customer portfolio. We anticipate that there could
be further COVID-19 variants that may develop adding pressures on the labour market and global supply
chains. However, our experience to date has shown that the impact of those new variants has had minimal
impact on the business.
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Principal risks and uncertainties (continued)

4. ltis possible that the Russian invasion into Ukraine could result in economic and or military escalation in
addition to the humanitarian tragedy that is unfolding. At the current time, the longer-term consequences

~ are'unclear, however, as with the impacts of COVID-19 on our business, ourcurreht assessment is that™

the business is relatively well insulated from demand shocks and that our customer base will prove resilient.
While we remain well hedged against a rising interest rate environment, we remain vigilant agalnst the
threat of an increasingly volatile supply chain and inflationary envnronment .

The Board continue to assess new investment opportunities and growth plans with these risks in mind.

)

This report was approved by the Board on 17 June 2022 and signed on its behalf.

:¢3;>€f;?’;::

Neil Cresswell
. Chief Executive Officer

4t Floor

20 Balderton Street y
London

W1K 6TL



/VIRTUS Holdco Limited

Report of the Directors
for the year ended 31 December 2021

The directors present their report together with the audited financial statements of VIRTUS Holdco Limited (“the
Company”) and its subsidiaries (the “Group”) for the year ended 31 December 2021.

Directors

The directors of the Company throughout the year were:

Sio Tat Hiang

Lim Ah Doo

Zulkifli Bin Baharudin

~ Stephen Geoffrey Miller_
Bruno Lopez

Neil David Cresswell

Proposed dividend
No dividend was paid or declared during the year (2020: nil).
Political and charitable contributions

Neither the Company nor any of its subsidiaries made any political or charitable donations or incurred any political
expenditure during the year (2020: nil).

Statement of Directors’ responsibilities in respect of the Strateglc report, the Dnrectors report and the
financial statements

The directors are responsible for prebaring the Strategic report, the Directors’ report and the Group and Parent
company financial statements in accordance with applicable law and regulations.

Company law requires the directors to prepare Group and Parent Company financial statements for each financial
year. Under that law they have elected to prepare both the Group and the Parent Company financial statements
in accordance with UK-adopted international 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 Group and Parent Company and of the Group’s profit or loss for
that period. In preparing each of the Group and Parent Company financial statements, the directors are required

to:

e select suitable accounting policies and then apply them consistently;

¢ make judgements and _estimates that are reasonable, relevant and reliable;

« state whether they have been prepared in accordance with UK-adopted international accounting standards;

e assess the Group and Parent Company’s ability to continue as a going concern disclosing, as applicable,
matters related to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Group or the Parent
Company or to cease operations or have no realistic alternative but to do so.
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Directors’ responsibilities (continued)

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Parent Company’s transactions and disclose with reasonable accuracy at any time the financial position of the
Parent Company and enable them to ensure that its financial statements comply with the Companies Act 2006.
They are responsible for such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error, and have general responsibility
for taking such steps as are reasonably open to them to safeguard the assets of the group and to prevent and
detect fraud and other irregularities.

Environmental reporting
Streamlined Energy & Carbon Reporting (SECR)

In accordance with the reporting requirements set out by the UK government, the directors present their report on
greenhouse gas (GHG) emissions and energy usage by VIRTUS operations in the UK during the financial period
ended 31 December 2021, including total gross emissions (tCO:z€) and intensity of usage metrics.

The framework of SECR reporting aims to simplify réporting on GHG emissioﬁs and deliver improved and more
consistent disclosure of energy usage and carbon emission data to promote:

e Reduction of costs through action on energy efficiency, delivery of affordable energy and support to the
shift to a low carbon economy;

+ Greater awareness of energy efficiency and improved transparency for investors; and

¢ Provision of better quality information to the market. .

The content of this report is complemented by VIRTUS's ISO credentials, namely ISO 14001:2015 (environmental
management systems) and ISO 50001:2018 (energy management systems), as certified by a UKAS-accredited
certification body. These demonstrate that VIRTUS is committed to protecting the environment and to minimising
our impacts wherever possible through continuous improvement in our business processes. The Group has
developed policies that define metrics for measuring the environmental impact (including emissions) of the
business, establish monitoring and reporting mechanisms around them and set reduction/performance targets
against them. We continuously assess our performance against the best available technologies and techniques,
legal and statutory requirements and stakeholder expectations, resulting in a certified management system that is
well-placed to govern the way we operate now and in the future.

VIRTUS is subjected to annual external audits against the full requirements of the standards including policies,
processes, monitoring/measuring methodologies and reporting of energy consumption and the facilities, equipment
and personnel that significantly affect energy consumption. The registered entity that is certified to these ISO
standards is VIRTUS Holdco Ltd, meaning that all registered entities below this in the Group are in scope and have
their activities, processes and performances audited. The Group companies that are included in the reporting below
are those that have an operational capacity, i.e. those providing data centre services to customers, and our Head
Office.

VIRTUS is also subject to an annual verification audit under the European Union Emissions Trading Scheme (EU
ETS) that covers all the sites that hold a Greenhouse Gas Permit. This serves to verify the reporting data and
methodology and to provide a verification report that is required in order to report against the permit and to enable
surrender of annual EU ETS allowances.

The Group also complies with climate change agreements (CCAs) entered into with the UK Environment Agency
to reduce our energy usage and carbon dioxide emissions. VIRTUS utilises third-party specialists to administer,
monitor and report against the CCA agreement requirements. :

VIRTUS is dedicated to achieving net zero emissions by the year 2030 for all our reportable activities, in direct
support of the UK Government’s ‘Path to Net Zero by 2050’ and climate change commitments.
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Environmental reporting )
Streamlined Energy & Carbon Reporting (SECR) (continued)

For the year ended 31 December 2021 the quantity of total emissions by the Group was 9,887.7 tonnes. of carbon
~dioxide equivalent (COze)- We havé used the GHG Protocol Corporate Accounting and Reporting standard (revised
edition) and emission factors from the UK government's GHG Conversion Factors for Company Reporting to
calculate the below disclosures. The standard requires a statement of relevant intensity ratios, which are an
expression of the quantity of emissions in relation to a quantifiable factor of the business activity.

GHG emissions data for year ended 31 December 2021
(figures in tonnes of CO2e)

2021 2020

Mandatory repon‘lng
Scope 1 — consumption of gas oil/natural gas and HVAC emissions 1,244.2 795.5
Scope 2 — consumption of electricity by site processes/systems ' - ' -

. : 1,244 .2 795.5
Optional reporting
Scope 3 — consumption of electricity in transmission/distribution;
and business travel ' 8,643.5 6,160.0
Total emissions for year . 9,887.7 6,955.5

" Energy consumption by site processes and systems used to calculate emissions in 2021 was 122,325 MWh (2020:
92,227 MWh). .

Through our commitment to secure and procure 100% renewable, non-combusted energy for our-data centres,
VIRTUS has achieved 100% withdrawal of our Scope 2 emissions (barring transmission and distribution losses)
related to service provision to our customers and 99% removal of our total GHG em|SS|ons inventory. Scope 2
emissions are therefore reported as nil.

Intensity ratios (tonnes of COze per unit)

2021 2020
Ratio of carbon emissions to average installed kW of IT load (tonnes COze / kW) 0.10 0.12
Ratio of carbon emissions to average billed kW of IT load (tonnes COze / kW) 0.09 0.10

VIRTUS will continue to assess its sustainability and usage metrics in order to set annual goals that promote
continued reduction in GHG emissions. We understand that 100% sustainability cannot in practice be attained,
however VIRTUS is committed to closing the gap as much as is practicably possible.

Carbon Usage Effectiveness (kg of COze per kWh)

VIRTUS seeks to constantly improve the Carbon usage effectiveness (CUE) of its activities at all data centre sites.
CUE is a metric for measuring the quantity of carbon dioxide gas that a data centre emits. The output is measured
in kilograms of carbon dioxide per kilowatt-hour. The perfect CUE score is 0.0, meaning that no carbon dioxide
emissions are associated with the data center's operations. In 2021, the CUE for the Group was 0.0029 which is
close to a perfect score which is driven by our commitment to secure and procure 100% renewable, non-combusted

energy.
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Disclosure of information to auditor
The directors who held office at the date of approval of this directors’ report confirm that,' so far as they are each
~ aware, there is no relevant audit information of which theé Company’'s auditor is unaware; and each diréctor has -
taken all the steps that they ought to have taken as a director to make themselves aware of any relevant audit
information and to establish that the Company’s auditor is aware of that information.

Auditor
Under the Companies Act 2006 section 487(2) KPMG LLP will be automatically re-appointed as auditor by the end

of the next appointment period after these financial statements are sent to the members, unless the members
exercise their rights under the Companies Act 2006 to prevent their re-appointment.

Approval

This Directors’ report was approved by order of the Board on 17 June 2022.

Neil Cresswell
Chief Executive Officer

4t Floor®

20 Balderton Street
London

W1K 6TL
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' INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF VIRTUS HOLDCO LIMITED

Opinion -
We have audited the financial statements of VIRTUS Holdco Limited (“the Company”) for the year ended 31
December 2021 which comprise the Consolidated statement of comprehensive income, Consolidated statement
of financial position, Consolidated statement of cash flows, Consolidated statement of changes in equity, Company
statement of financial position, Company statement of cash flows, Company statement of changes in equity and
related notes, including the accounting policies in note 1.

In our opinion: -

« the financial statements give a true and fair view of the state of the Group’s and of the parent Company’s affairs
as at 31 December 2021 and of the Group’s profit for the year then ended,;

« the Group financial statements have been properly prepared in accordance with UK-adopted international
accounting standards;

s the parent Company financial statements have been properly prepared in accordance with UK-adopted
international accounting standards and as applied in accordance with the provisions of the Companies Act
2006; and

« the financial statements have been prepared in accordance with the requirements of the Companieé Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the Group in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

. {
Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate
the Group or the Company or to cease their operations, and as they have concluded that the Group and the
Company’s financial position means that this is realistic. They have also concluded that there are no material
uncertainties that could have cast significant doubt over their ability to continue as a going concern for at least a
year from the date of approval of the financial statements (“the going concern period”). .

In our evaluation of the directors’ conclusions, we considered the inherent risks to the Group’s business model and
analysed how those risks might affect the Group and Company's financial resources or ability to continue
operations over the going concern period.

Our conclusions based on this work:

s we consider that the directors’ use of the going concern basis of accountmg in the preparation of the financial
statements is appropriate;

« we have not identified, and concur with the directors’ assessment that thereis not, a matenal uncertainty related
to events or conditions that, individually or collectively, may cast significant doubt on the Group or the
Company's ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes
that are inconsistent with judgements that were reasonable at the time they were made, the above conclusions are
not a guarantee that the Group or the Company will continue in operation.

11



Fraud and breaches of laws and regulations — ability to detect
Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could

indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk assessment

procedures included:

¢ Enquiring of directors as to the Group’s hlgh -level policies and procedures to prevent and detect fraud, including
the Group's channel for “whistleblowing”, as well as whether they have knowledge of any actual, suspected or

alleged fraud.
e Reading board minutes.

o Considering remuneration mcentlve schemes and performance targets for management, dlrectors and sales
staff

+ Using analytical procedures to identify any unusual or unexpected relationships.

¢ We communicated identified fraud risks throughout the audit team and remalned alert to any indications of
fraud throughout the audit.

As required by auditing standards, we perform procedures to address the risk of management override of controls
and the risk of fraudulent revenue recognition, in particular the risk that management may be in a position to make
inappropriate accounting entries and the risk that point in time revenue is overstated through recording revenues
in the wrong period.

We did not identify any additional fraud risks.

We performed procedures including identifying journal entries to test based on risk criteria and comparing the
identified entries to supporting documentation. These included those posted to unusual accounts.

Identifying and responding to risks of material misstatement related to compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the
financial statements from our general commercial and sector experience, through discussion with the directors and
other management (as required by auditing standards), and from inspection of the Group’s regulatory and legal
correspondence and discussed with the directors and other management the policies and procedures regarding
compliance with laws and regulations.

We communicated identified laws and regulations throughout our team and remained alert to any indications of
non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably. '
The Group is subject to laws and regulations that directly affect the financial statements including financial reporting
legislation (including related companies legislation), distributable profits legislation and taxation legislation and we
assessed the extent of compliance with these laws and regulations as part of our procedures on the related financial
statement items.

Whilst the Group is subject to many other laws and regulations, we did not identify any others where the
consequences of non-compliance alone could have a material effect on amounts or disclosures in the financial

statements.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some
material misstatements in the financial statements, even though we have properly planned and performed our audit
in accordance with auditing standards. For example, the further removed non-compliance with laws and regulations
is from the events and transactions reflected in the financial statements, the less likely the inherently limited
procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit procedures are
designed to detect material misstatement. We are not responsible for preventing non-compliance or fraud and
cannot be expected to detect non-compliance with all laws and regulations.
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Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial
statements does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based
on our financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on that work:

.. we have not identified material misstatements in the strategic report.and the directors’ report;. ..

. in our opinion the information given in those reports for the financial year is consistent w'ith the financial
statements; and .

. in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion:

e adequate accounting records have not been kept by the parent Company, or returns adequate for our audit
have not been received from branches not visited by us; or

e the parent Company 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 information and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 7, the directors are responsible for: the preparation of
the financial statements and for being satisfied that they give a true and fair view; such internal control as they
determine is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error; assessing the Group and parent Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern; and using the going concern basis of accounting unless
they either intend to liquidate the Group or the parent Company or to cease operations, or have no realistic
alternative but to do so. '

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs
(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities s pro'vided on the FRC's website at
www.frc.org.uk/auditorsresponsibilities.
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The purpose of our audit work and to whom we owe our responsibilities

This report is 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.

S D

Simon Baxter (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

1 Forbury Place

33 Forbury Road

- Reading

RG1 3AD

Date: 17 June 2022
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VIRTUS Holdco Limited

Consolidated statement of comprehensive income
for the year ended 31 December 2021

Note 2021

£000
Revenue ' 4 199,438
Facilities expenses (77,182)
Staff costs : 6 (28,102)
Depreciation of property plant and equipment . 9 (45,585)
Depreciation of right-of use assets : _ 10 : (8,988)
- Amortisation of intangible assets : ] 11 {696)
Impairment gain on receivables 3 44
- Other operating expenses  (29,724)
Operating profit/(loss) . 5 9,205
Finance income 7 19,434
Finance expense 7 (27,006)
Finance costs — net . (7,572)
Profit/(loss) before tax , ; 1,633
Tax expense A 8 (155)

Profit/(loss) for the year and total comprehensive

income/(loss) 1,478

All items dealt with in arriving at the total income for the year relate to continuing operations.

The notes on pages 20 to 70 form part of these financial statements.

156

2020
£'000

129,463
(54,969)
(19,967)
(30,008)
(4,813)
(696)
37

(23,770)°

(4.723)

22
(29,243)

(29,221)

(33,944)

(343)

(34,287)



VIRTUS Holdco Limited

Consolidated statement of financial position

at 31 December 2021

Company number 07670473

Non-current assets

Property, plant and equipment
Right of use assets
Goodwill

Intangible assets

Trade and other receivables
Derivative financial instruments

Current assets
Trade and other receivables
Cash and cash equivalents

Total assets

31

December

Note - 2021
£'000

9 890,289
10 201,511
11 27,668
11 2,573

! 14 10,858
12 13,078
1,145,977

14 86,068
13 19,899
105,967

1,251,944

The notes on pages 20 to 70 form part of these financial statements.
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31
December

2020

£000

718,437
190,939
27,668
3,269
7,292
650

948,255
65,397
28,566
93,963

1,042,218
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VIRTUS Holdco Limited

Consolidated statement of financial position
at 31 December 2021

Company number 07670473

31 31
December December
Note 2021 2020
) h £'000 £'000
Current liabilities
Trade and other payables 15 70,997 68,357
Loans and borrowings 16 9,491 -
Amounts due to related partles 23 639 136
Lease liabilities 16° 4,811 3,937
Long term incentive plan liability 18 21,648 23,706
Other provisions 17 2,825 2,825
(
110,411 98,961
Non-current liabilities . : N
Trade and other payables 15 1,936 3,072
Loans and borrowings 16 611,224 485,140
Lease liabilities 16 207,396 178,659
Long term incentive plan liability ' 18 4,955 3,661
Deferred tax liability 8 ' 1,101 946
Other provisions » : 17 . 28,781 41,788

855,393 713,266

Total liabilities 965,804 - 812,227

Net assets . 286,140 229,991

Issued capital and reserves attributable to
owners of the parent

Share capital 19° 24,083 22,544
Share premium reserve 19 417,070 365,044
Merger reserve 4,032 4,032
Retained earnings (159,045) (161,629)
Total equity , 286,140 229,991

The financial statements on pages 15 to 70 were approved and authorised for issue by the Board of Directors on
17 June 2022 and were signed on its behalf by:

" Neil Cresswell

Chief Executive Officer

The notes on pages 20 to 70 form part of these financial statements.
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VIRTUS Holdco Limited.

Consolidated statement of cash flows

° . at 31 December 2021
Notes 2021 - 2020
R - . £000 £'000

Cash flows from operating activities '
Profit/(loss) before tax _ 1,633 (33,944)
Adjustments for:

~ Depreciation of property, plant and equipment 9 45,585 30,008
Depreciation of right of use assets 10 8,988 4,813
Amortisation of intangibles 11 696 696
Impairment loss on receivables 3 ’ (44) (37)
Finance income 7 (19,434) (22)
Finance expense ‘ 7 27,006 29,243
Movement in LTIP and share-based payment arrangements 6 9,960 8,066
Provision expense ' 17 - 2,825
Changes in: ‘ : ‘
Increase in trade and other receivables o (24,227) *(24,526)
Increase in trade and other payables - 8,853 3,646
Net cash flows from operating activities : 59,016 20,668
Investing activities
Purchases of property, plant and equipment (224,383) (242,954)
Net cash used in investing activities | ' (224,383) (242,954)
Financing activities :
Interest paid on bank borrowings 16 (18,166) (15,275)
Interest paid on derivatives (982) -
Proceeds from bank borrowings . 16 148,300 180,106
Repayment of bank borrowings 16 - (6,000) -
Payment of transaction costs related to loans and borrowings 16 (6,049) (8,341)
Proceeds from issue of share capital 19 563,565 56,300
Payment of lease liability o 16 (13,968) (10,679)
Net cash generated in financing activities ' . 156,700 202,111
Net decrease in cash and cash equivalents (8,667) (20,175)
Cash and cash equivalents at the start of the period 28,566 - 48,741
Cash and cash equivalents at the end of the period 13 19,899‘ . 28,566

The notes on pages 20 to 70 fb(m part of these financial statements.
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VIRTUS Holdco Limited

Consolidated statement of changes in equity
for the year ended 31 December 2021

Balance at 1 January 2020
Equity settled share-based payments
Comprehensive loss for the year

Transaction with owners
Issue of share capital

31 December 2020

1 January 2021
Equity settled share-based payments
Comprehensive income for the year

Transaction with owners
Issue of share capital

31 December 2021

The notes on pages 20 to 70 form part of these financial statements

Share Share

Merger Retained
Capital premium Reserve earnings
£'000 £'000 £'000 £000
20,582 310,706 4,032 (126,722)
R - - (620)
_ - - (34,287)
20,582 310,706 4,032 (161,629)
1,962 54,338 - -
22,544 365,044 4,032 (161,629)
22,544 365,044 .4,032 (161,629)
- - - 1,106
- - - 1,478
22,544 365,044 4,032 (159,045)
1,639 52,026 - -
24,083 417,070 4,032 (159,045)
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Total
Equity
£'000
208,598
(620)
(34,287) -
173,691
56,300

229,991

229,991
1,108
1,478

232,575

53,665

286,140




VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 '

Accounting policies

Company background

VIRTUS designs, builds, operates and maintains carrier neutral Data Centres in the United Kingdom. The
principal business is the provision of co-location services within these facilities to our customers.

Basis of preparation of consolidated financial statements

The consolidated financial statements relate to VIRTUS Holdco Limited (the Company) and its subsidiaries
(together referred to as the “Group”).

The principal accounting policies adopted in the preparation of the consolidated financial statements are set
out below. The policies have been consistently applied to the years presented, unless otherwise stated.

These financial statements have been prepared in accordance with UK- adopted international accounting
standards (UK-adopted IFRS) and applicable law.

Functional and presentation currency

The consolidated f|nanC|aI statements are presented in pounds sterling, which is also the Group’s functional
currency.

Amounts are rounded to the nearest thousand, unless otherwise stated.

Basis of measurement

The consolidated financial statements have been prepared on a historical cost basis, except for certain financial
assets and financial liabilities which are stated at fair value.

Use of judgements and estimates

The preparation of financial statements in compliance with UK-adopted IFRS requires the use of certain critical
accounting estimates. Actual results may differ from these estimates. Estimates and underlying assumptions
are reviewed on an ongoing basis. Revisions to estimates are recognised prospectively.

It also requires Group management to exercise judgment in applying the Group's accounting policies. The
areas where significant judgments and estimates have been made in preparlng the financial statements and
their effect are disclosed in note 2.

Going concern

The financial statements have been prepared on a going concern basis which the directors consider to be
appropriate for the following reasons.

The directors have prepared cash flow forecasts for a period of at least 12 months from the date of approval of
these financial statements which indicate that the Group will have sufficient funds to meet its liabilities as they
fall due for that period. The directors note that so far since the COVID-19 outbreak sales have increased as
customers seek to obtain additional capacity to support expanded demand on cloud computing services from
increased levels of remote working and people spending significantly more time at home.
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VIRTUS Holdco Limite'd

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.

Accounting policies (continued)
Going concern (continued)

However, in order to meet the committed operational expansion plans of the Group, it continues to also be
reliant on financial support from its intermediate holding company, STT GDC Pte Ltd. STT GDC Pte Ltd has
indicated its intention to continue to make available such funds as are needed by the Group for the period
covered by the forecasts. The directors note that this intention is aligned with the expansion strategy of STT
GDC Pte Ltd. The directors have further considered the financial position of STT GDC Pte Ltd (including the
potential impacts arising from the COVID 19 pandemic) and consider there to be sufficient liquidity for the
funding to be provided as needed. As with any company placing reliance on other group entities for financial
support, the directors acknowledge that there can be no certainty that this support will continue although, at the
date of approval of these financial statements, they have no reason to believe that it will not do so.

Consequently, the directors are confident that the Group will have sufficient funds to continue to meet its
liabilities as they fall due for at least 12 months from the date of approval of the financial statements and
therefore have prepared the financial statements on a going concern basis.

Changes in significant accounting policies

A number of other new standards are also effective from 1 January 2021, but they do not have a material effect
on the Group’s financial statements. ’

Annual improvements to IFRS Standards 2018-2020

The Annual Improvements 2018-2020 cycle includes amendments to IFRS 1, “First-fime Adoption of
Iriternational Financial Reporting Standards”, IFRS 9, “Financial Instruments”, and IFRS 16 “Leases” applies

for periods beginning on or after 1 January 2022.

Basis of consolidation

The Group financial statements consolidate the financial statements of VIRTUS Holdco Limited and all of its
subsidiary undertakings (‘subsidiaries’y drawn up to 31 December 2021 using the acquisition method of
accounting. The results of subsidiary undertakings are included from the date of acquisition.

Where the Company has control over an investee, it is classified as a subsidiary. The Company controls an
investee if all three of the following elements are present: power over the investee, exposure to variable
returns from the investee, and the ability of the investor to use its power to affect those variable returns.
Control is reassessed whenever facts and circumstances indicate that there may be a change in any of the
elements of control.

The consolidated financial statements present the results of the Company and its subsidiaries (“the Group”)
as if they formed a single entity. Intercompany transactions and balances between Group companies are
therefore eliminated in full. The accounting policies of the subsidiaries are consistent with those adopted by

the Group.

The Group accounts for business combinations using the acquisition method when the acquired set of
activities and assets meets the definition of a business and control is transferred to the Group. In determining
whether a particular set of activities and assets is a business, the Group assesses whether the set of assets
and activities acquired includes, at a minimum, an input and substantive process and whether the acquired
set has the ability to produce outputs.

The consolidated financial statements incorporate the results of business combinations using the acquisition
method. In the statement of financial position, the acquiree’s identifiable assets, liabilities and contingent
liabilities are initially recognised at their fair values at the acquisition date. The results acquired are included in
the consolidated statement of comprehensive income from the date on which control is obtained. They are
deconsolidated from the date on which control ceases.
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- VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.

Accounting policies (continued)

Basis of consolidation (continued)

The consideration transferred in the acquisition is generally measured at fair value, as are the identifiable net

assets acquired. Any goodwill that arises is tested annually for impairment (see note 11). Any gain on a
bargain purchase is recognised in profit or loss immediately. Transaction costs related to the acquisition,
other than those associated with the issue of debt or equity securities, that the Group incurs in connection
with a business combination are expensed as incurred. The consideration transferred does not include
amounts related to the settlement of pre-existing relationships. Such amounts are generally recognised in
profit or loss.

Any contingent consideration payable is recognised at fair value at the date of acquisition and included in the
consideration transferred. If the contingent consideration that meets the definition of a financial instrument is
classified as equity, it is not remeasured, and settlement is accounted for within equity. Otherwise, other
contingent consideration is remeasured at fair value at each reporting date and subsequent changes to the
fair value of the contingent consideration are recognised in profit or loss.

Where acquisitions are not judged to be the acquisition of a business, they are not treated as business .
combinations. In such instances, the consideration is allocated between the identifiable assets and liabilities
assumed based upon their relative fair values at the acquisition date. Accordingly, no goodwill-arises.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as
transactions with owners in their capacity as owners and therefore no adjustments are made to goodwill and
no gain or loss is recognised in the profit or loss.

Non-controlling interests (‘“NCI”) are measured initially at their proportionate share of the acquiree’s
identifiable net assets at the date of acquisition. Changes in the Group’s interest in a subsidiary that do not
result in a loss of control are accounted for as equity transactions.

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the subsidiary,

and any related NCI and other components of equity. Any resulting gain or loss is recognised in profit or loss.
Any interest retained in the former subsidiary is measured at fair value when control is lost.
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VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.

Accounting policies (continued)
Property, plant and equipment
Property, plant and equipment is initially recognised at cost. As well asthe purchase price, cost includes directly
attributable costs, capitalised borrowing costs, and the estimated present value of any future unavoidable costs
of dismantling and removing items. Any corresponding liability is recognised within provisions.

Any gain or loss on disposal of an item of property, plant and equipment is recognlsed in the statement of
comprehensive income.

Subsequent expenditure is capitalised only if it is probable that the future economic benefits, in excess of the
originally assessed standard of performance of the existing asset, associated with the expenditure will flow to

. the Group. All other subsequent expenditure is recognised as an expense in the year in which it is incurred.

Depreciation on assets under construction does not commence until they are complete and available for use.
No depreciation is provided on freehold land.

Depreciation is calculated using the straight-line method to allocate their cost over their estimated useful lives
or,’in the case of leasehold building and improvements, the shorter of estimated useful life and remalnlng lease
term as foIIows

e Freehold Building ’ 60 years

e Freehold Improvements 20 years
‘e Leasehold Land & Buiiding Shorter of remaining lease term or 60 years
-e Leasehold Improvements Shorter of remaining lease term or 20 years
¢ Data Centre Equibment 5-20years
¢ Network Equipment 15 years
¢ Computers & Telecommunication Equipment 2 years
e Office Equipment, Furniture & Fittings 3 years

Depreciation methods, useful lives and residual values are reviewed, and adjusted as appropriate, at each
reporting date. .

Leasehold improvements and data centre equipment are depreciated on a straight-line basis over their
estimated useful lives of 5 to 20 years. Changes in the expected level of usage and technological developments
could impact the useful lives and the residual values of these assets, and therefore future depreciation charges
could be revised.

Goodwill
Recognition and initial measurement

The Group measures goodwill at the date of acquisition as:

« the fair value of the consideration transferred; plus

+ the recognised amount of any NCI in the acquiree; plus

- if the business combination is achieved in stages, the fair value of the pre-existing eqmty interest in the
acquiree, over the net recognised amount (generally fair value) of the identifiable assets acquired and
liabilities assumed.

Subsequent measurement
Goodwill is measured at cost less accumulated impairment losses. Any goodwill that arises is tested annually

for impairment.
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' VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

" 1. Accounting policies (continued)
Intangible assets

Intangible asSets include customer contracts and relationships and rights to data centre sites that have been
acquired by the Group. Intangible assets have finite useful lives are measured at cost less accumulated
amortisation and accumulated impairment losses.

The estimated useful lives of intangible assets for current and comparative periods are as follows:
e Customer contracts and relationship “9Q years
e Acquired rights . . 60years’

Amortisation methods, useful lives énd residual values are reviewed at each reporting date and adjusted if
appropriate. - .

Amortisation of intangible assets with finite useful lives is calculated using the straight-line method to allocate
their cost over their estimated useful lives.

Financial instruments
Financial assets
Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets are initially
recognised when the Group becomes a party to the contractual provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability
is initially measured at fair value plus, for an item not at fair value through profit and loss (FVTPL), transaction
costs that are directly attributable to its acquisition or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.

Classification and subsequent measurement

On initial recognition, a financial asset is classified as measured at: amortised cost; fair value through other
comprehensive income (FVOCI) — debt investment; FVOCI - equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Group changes its
business model for managing financial assets, in which case all affected financial assets are reclassified on the
first day of the first reporting period following the change in the business model.

Financial assets at amortised cost

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated
as at FVTPL:

- itis held within a business model whose objective is to hold assets to collect contractual cash flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
" Debt investments at FVOCI
A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as at
FVTPL: ’ ‘

- it is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and :

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.

. Accounting policies (continued)
Financial instruments (continued)
Financial assets (continued)

Equity investments at FVOCI

On initial recognition of an equity investment that is not held-for-trading, the Company may irrevocably elect to
present subsequent changes in the investment’s fair value in OCI. This election is made on an investment-by-
investment basis.

Financial assets at FVTPL

All financial assets not classified as measured at amortised cost or FVOCI| are measured at FVTPL. This
includes all derivative financial assets. On initial recognition, the Group may irrevocably designate a financial
asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if
doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Group makes an assessment of the objective of the business model in which a financial asset is held at a
portfolio level because this best reflects the way the business |s managed, and information is provided to
management. The information considered includes:

- the stated policies and objectives for the portfolio and the operation of those policies in practice;

- how the performance of the portfolio is evaluated and reported to the Group’s management;

- the risks that affect the performance of the business model and how those risks are managed,

- how managers of the business are compensated; and

- the frequency, volume and timing of sales of financial assets in prior period, the reasons for such sales and
expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not

considered sales for this purpose, consistent with the Group’s continuing recognition of the assets.

Financial assets that are held-for-trading or are managed and whose performance is evaluated on a fair value
basis are measured at FVTPL.

Assessment of whether contractual cash flows are solely payments of principal and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group
considers the contractual terms of the instrument. This includes assessing whether the financial asset contains
a contractual term that could change the timing or amount of contractual cash flows such that it would not meet
this condition. In making this assessment, the Company considers:

contingent events that would change the amount or timing of cash flows;

terms that may adjust the contractual coupon rate, including variable rate features;

prepayment and extension features; and

terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse features)
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VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.  Accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)
Subsequent measurement of gains and losses
Financial assets at FVTPL

These assets are subsequently measured at fair value. Net gains and losses, including any interest or dividend
income, are recognised in profit or loss. .

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

Debt investments at FVOCI : 1

These assets are subsequently measured at fair value. Interest income calculated using the effective interest
method, foreign exchange galns and losses and impairment are recognised in profit or loss. Other net gains
and losses are recognised in other comprehensive income (‘OCI”). On derecognmon gains and losses
accumulated in OCI are reclassified to profit or loss.

Equity investments at FVOCI

These assets are subsequently measured at fair value. Dividends are recognised as income in profit or loss
unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and
losses are recognised in OCl and are never reclassified to profit or loss.

Impairment

The Group recognises loss allowances for expected credit losses (ECLs) on financial assets measured at
amortised cost and contract assets.

Loss allowances of the Group are measured on either of the following bases:
- 12-month ECLs: these are ECLs that result from default events that are possible within the 12 months after
the reporting date (or for a shorter period if the expected life of the instrument is less than 12 months); or

- Lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a financial
instrument or contract asset.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
company is exposed to credit risk.

Simplified approach
The Group applies the simplified approach to provide for ECLs for trade receivables and contract assets.
The simplified approach requires the loss allowance to be measured at an amount equal to lifetime ECLs.

General approach : ;

~The Group applies the general approach to provide for ECLs on all other financial instruments. Under the
general approach, the loss allowance is measured at an amount equal to 12-month ECLs at initial recognition.

At each reporting date, the Group assesses whether the credit risk of a financial instrument has increased
significantly since initial recognition. When credit risk has increased significantly since initial recognition, loss
allowance is measured at-an amount equal to lifetime ECLs.
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VIRTUS Holdco .Limvited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.

Accounting policies (continued)
Financial instruments (cqntinued)
Financial assets (continued)
Impairment (continued)

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating ECLs, the Group considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and. analysis,
based on the Group’s historical experience and informed credit assessment and includes forward-looking
information.

If credit risk has not increased significantly since initial recognition or if the credit quality of the financial
instruments improves such that there is no longer a significant increase in credit risk since initial recognition,
loss allowance is measured at an amount equal to 12-month ECLs.

i

The Group considers a financial asset to be in default when:
— the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group
to actions such as realising security (if any is held); or
* — thefinancial asset is more than 360 days past due
— the Group considers a contract asset to be in default when the customer is unlikely to pay its contractual
obligations to the Group in full, without recourse by the Group to actions such as realising security (if
any is held)

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of
all cash shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Group expects to receive). ECLs are discounted at the effective interest rate of the
financial asset.

Credit-impaired financial assets

At each reporting date, the Group assesses whether financial assets carried at amortised cost and debt
investments at FVOCI are credit impaired. A financial asset is ‘credit-impaired’ when one or more events that
have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
— significant financial difficulty of the debtor;

.— a breach of contract such as a default or being more than 360 days past due;

— the restructuring of a loan or advance by the Group on terms that the Group would not consider otherwise;
— it is probable that the debtor will enter. bankruptcy or other financial reorganisation; or
— the disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the statement of financial position

— Loss allowances for financial assets measured at amortised cost and contract assets are deducted from
the gross carrying amount of the assets.
— For debt investments at FVOCI, loss allowances are charged to profit or loss and recognised in OCI.

Write-offs

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is
no realistic prospect of recovery. This is generally the case when the Group determines that the debtor does
not have assets or sources of income that could generate sufficient cashflows to repay the amounts subject to
write off. However, financial assets that are written off could still be subject to enforcement activities in order to
comply with Group’s procedures for recovery of amounts due.
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1.

Accounting policies (continued)
Financial instruments (continued)
Financial assets (continued)
Impairment (continued) ’

Derecognition

~ The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset

expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all
of the risks and rewards of ownership of the financial asset are transferred or in which the Group neither
transfers nor retains substantially all of the risks and rewards of ownership and it does not retain control of the

financial asset.

Cash and césh equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short term highly liquid
investments with original maturities of three months or less.

Financial liabilities

_ Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as
at FVTPL if it is classified as held-for trading, it is a derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest
expense, are recognised in profit or loss. Other financial liabilities are subsequently measured at amortised
cost using the effective interest method. Interest expense is recognised in profit or loss. Any gain or loss on
derecognition is also recognised in profit or loss.

The Group classifies its financial liabilities into one category based on the purpose for which the liability was
acquired.

Financial liabilities at amodised cost
Financial liabilities at amortised cost include the following items:

— Bank borrowings are initially recognised at fair value net of any transaction costs directly attributable to
the issue of the instrument. - Such interest-bearing liabilities are subsequently measured at amortised
cost using the effective interest rate method, which ensures that any interest expense over the period
to repayment is at a constant rate on the balance of the liability carried in the statement of financial
position. Interest expense in this context includes initial transaction costs and premium payable on
redemption, as well as any interest or coupon payable while the liability is outstanding.

— Trade payables and other short-term monetary liabilities, which are initially recognised at fair value and
are subsequently carried at amortised cost using the effective interest method.

— Lease liabilities relating to leasehold land and buildings where the Group is a lessee. Accounting for
lease liabilities is detailed in the accounting policy on leases.

28



VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

1.

Accounting policies (continued)
Financial instruments (continued)
Financial Iiab[lities (continued) -~
Derecognition

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled or
expire. The Group also derecognises a financial liability when its terms are modified, and the cash flows of the
modified liability are substantially different, in which case a new financial liability based on the modified terms
is recognised at fair value. )

On derecognition of a financial liability the difference between the carrying amount extinguished and the
consideration paid (including any non-cash assets transferred, or liabilities assumed) is recognised in the
statement of comprehensive income.

Modification

When the contractual cash flows of a financial liability are renegotiated or otherwise modified and the
renegotiation or modification does not result in the derecognition of that financial asset, the gross carrying
amount of the financial liability is recalculated and a modification gain or loss is recognised in profit or loss. For
floating rate financial liabilities, the gross carrying amount is recalculated as the present value of the
renegotiated or modified contractual cash flows that are discounted at the financial liability’s revised effective
interest rate. Any costs or fees incurred are expensed on modification of the financial liability.

Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the statement of financial position
when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on
a net basis or realise the asset and settle the liability simultaneously.

Impairment of non-financial assets (excluding deferred tax assets)

Impairment tests on goodwill and other intangible assets with indefinite useful economic lives are undertaken
annually. Other non-financial assets are subject to impairment tests whenever events or changes in
circumstances indicate that their carrying amount may not be recoverable.

Where the carrying value of an asset exceeds its recoverable amount, (i.e. the higher of value in use and fair
value less costs to sell), the asset is written down accordingly. Value in use is based on the estimated future
cash flows, discounted to their present value using a pre-tax discount rate that reflects current market

-assessments of the time value of money and the risks specific to the asset.

Impairment charges are included in the statement of comprehensive income, except to the extent they reverse
gains previously recognised in other comprehensive income. An impairment loss is reversed if there has been
a change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to
the extent that the asset's carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, if no impairment loss had been recognised.. However, an
impairment loss in respect of goodwill is not reversed.

Share capital

Financial instruments issued by the Company are classified as equity only to the extent that they do not meet
the definition of a financial liability or financial asset. Incremental costs directly attributable to the issue of
ordinary shares are recognised as a deduction from equity, net of any tax effects.

Ordinary shares are classified as equity instruments. /
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1.

Accounting policies (continued)

Leases

-At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is,- or

contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified

" asset, the Group uses the definition of.a lease in IFRS 16.

Group as lessee

At commencement or on modification of a contract that contains a lease component, the Group allocates the
consideration in the contract to each lease component on the basis of its relative stand-alone prices. However,
for leases of property the Group has elected not to separate non-lease components and accounts for the lease
and non-lease components as a single lease component.

The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an
estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on
which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement
date to the end of the lease term, unless the lease transfers ownership of the underlying asset to the Group by
the end of the lease term or the cost of the right-of-use asset reflects that the Group will exercise a purchase
option. In that case the right-of-use asset will be depreciated over the useful life of the underlying asset, which
is determined on the same basis as those of property and equipment. In addition, the right-of-use asset is
periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group's incremental borrowing rate. The Group uses its incremental borrowing rate as the
discount rate. '

Lease payments included in the measurement of the lease liability comprise the following:
— fixed payments, including in-substance fixed payments;
— variable lease payments that depend on an index or a rate, initially measured using the index or rate
as at the commencement date; and
— amounts expected to be payable under a residual value guarantee.

Subsequent to initial recognition, the lease liability is measured at amortised cost using the effective interest
method. It is remeasured when there is a change in future lease payments arising from a change in an index
or rate, if there is a change in the Group’s estimate of the amount expected to be payable under a residual
value guarantee, if the Group changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

Short-term leases and leases of low-value assets

The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets

and short-term leases, including office equipment. The Group recognises the lease payments associated with
these leases as an expense on a straight-line basis over the lease term.
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1.

Accounting policies (continued)
Leases (continued)
Group as a lessor -

At inception or on maodification of a contract that contains a lease component, the Group allocates the

_ consideration in the contract across each individual lease component identified. When the Group acts as a

lessor, it determines at lease inception whether each lease is a finance lease or an operating lease.

To classify each lease, the Group makes an overall assessment of whether the lease transfers substantially all
of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a
finance lease; if not, then it is an operating iease. As part of this assessment, the Group considers certain
indicators such as whether the lease is for the major part of the economic life of the asset.

The Group recognises lease payments received under operating leases as income on a straight-line basis over
the lease term as part of ‘lease revenue’.

Lease incentives awarded to customers are recognised as an integral part of the total lease revenue, over the
term of the lease. Lease incentives primarily include up-front cash payments or rent-free periods.

“

Revenue from contracts with customers
Performance obligations and revenue recognition policies

Revenue from data centre co-location services is recognised when the Group satisfies a performance obligation
("PQO”) by transferring control of a promised good or service to the customer. The amount of revenue recognised
is the amount of the transaction price allocated to the satisfied PO.

The transaction price’is allocated to each PO in the contract on the basis of the relative standalone selling
prices of the promised goods or services, including any POs that are identified to be lease components. The
calculation of standalone selling price for lease components is based on the rental cost per unit area of the
property that VIRTUS incurs, establishing an estimated fair value of the price per square metre of data centre
space at the location in question, then adding a mark-up of 10% to give an estimated standalone selling price
per square metre.

The individual standalone selling price of a good or service that has not previously been sold on a stand-alone
basis is determined based on the residual portion of the transaction price after allocating the transaction price
to goods and/or services with observable stand-alone selling prices. A discount or variable consideration is
allocated to one or more, but not all, of the performance obligations if it relates specifically to those performance
obligations.

Transaction price is the amount of consideration in the contract to which the Group expects to be entitled in
exchange for transferring the promised goods or services. The transaction price may be fixed or variable and
is adjusted for time value of money if the contract includes a significant financing component. Consideration
payable to a customer is deducted from the transaction price if the Group does not receive a separate
identifiable benefit from the customer. When consideration is variable, the estimated amount is included in the
transaction price to the extent that it is highly probable that a significant reversal of the cumulative revenue will
not occur when the uncertainty associated with the variable consideration is resolved.

Revenue may be recognised at a point in time or over time following the timing of satisfaction of the PO. If a
PO is satisfied over time, revenue is recognised based on the percentage of completion reflecting the progress
towards complete satlsfactlon of that PO.

Co-location revenue

Revenue is recognised on a straight-line basis over the period of the contract — i.e. over time. Inv0|ces are
issued according to contractual terms and are usually payable W|th|n 30 days.
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1.

Accounting policies (continued)
Revenue from contracts with customers (continued)

Co-location revenue (continued)

The period of the contract is the non-cancellable period together with any further term for which the customer
has the option to continue the contract where, at inception, the directors are reasonably certain that customer

" will exercise that option.

Ancillary services income

This comprises fees from customers typically relating to standard and bespoke one-off customer installation
works. Revenue from installation works is recognised at a point in time, when the installation is completed.
Customers obtain control of the installation on completion of the project. Invoices are issued according to
contract terms and are usually payable within 30 days.

Power charges and connectivity income

Revenue is recognised over time as the services are provided. Invoices are. issued according to contractual
terms and are usually payable within 30 days.

The directors are of the opinion that the Group is engaged in a single business segment, being data centre
ownership and operation in the UK only.

Conlract assets

Contract assets are recognised when the Group has rights to consideration for services that the Group has
transferred to a customer when that right is conditional on something other than the passage of time.

Contract liabilities

Contract liabilities are recognised when the Group receives an advance consideration from customers when
there is an obligation to transfer services. ‘

Finance income and finance costs
Finance income

Finance income is recognised as interest accrues on cash balances held by the Group. Where any interest is
charged to a customer on any overdue receivables, this would also be recognised within finance income.
Interest income is recognised using the effective interest method.

Finance costs

Any finance costs that are separately identifiable and directly attributable to the acquisition or construction of
an asset that takes a period of time to complete are capitalised as part of the cost of the asset. All other finance
costs are expensed in the period in which they relate. Finance costs consist of interest and other costs that an
entity incurs in connection with bank and other borrowings. Interest expense is recognised using the effective
interest method.

The ‘effective interest rate’ is the rate that exactly discounts estimated future cash payments or receipts through
the financial instrument to: '

— The gross carrying amount of the financial asset; or

— The amortised cost of the financial liability
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Accounting policies (continued)
Finance income and finance costs (continued)
Finance costs (continueq)
In calculating interest income and expense, the effective interest rate is applied to the gross carrying amount
of the asset (when the asset is not credit-impaired) or to the amortised cost of the liability. However, for financial
assets that have become credit-impaired subsequent to initial recognition, interest income is calculated by
applying the effective interest rate to the amortised cost of the financial asset. If the asset is no longer credit
impaired, then the calculation of interest income reverts to the gross basis.
Employee benefits

Short term employee benefits

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the
amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a

tesult of past service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans

Obligations for contributions to defined contribution plans are expensed as the related service is provided. -
Share based payment arrangements

The grant-date fair value of equity settled share-based payment arrangements granted to employees is

generally recognised as an expense, with a corresponding increase in equity, over the vesting period of the
awards. The amount recognised as an expense is adjusted to reflect the number of awards for which the related

i services and non-market performance conditions are expected to be met, such that the amount ultimately
recognised is based on the number of awards that meet the related service and non-market performance

conditions at the vesting date.
4

The fair value of the amount payable to employees in respect of the long-term incentive plan (LTIP), which is
settled in cash, is recognised as an expense with a corresponding increase in liabilities, over the period during
which the employees become unconditionally entitled to payment. The liability is remeasured at each reporting
date and at settlement date based on the fair value of the LTIP. Any changes in the liability is recognised in
profit or loss.

Termination benefits

Termination b~enefits are expensed at the earlier of when the Group can no longer withdraw the offer of those
benefits and when the Group recognises costs for a restructuring. If benefits are not expected to be settled
wholly within 12 months of the reporting date, then they are discounted. ’

Provisions

Provisions relate principally to obligations arising from dilapidations arrangements in lease contracts for data
centre sites and any claims arising from performance against the terms of customer contracts. A provision is
recognised when the Group has a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation and the amount can be reliably
estimated. Provisions are determined by discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the liability. The
unwinding of any discount is recognised as a finance cost.
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1.

Accounting policies (continued)
Provisions (continued)
Dilapidation provision

A dilapidation provision is recognised when there is a contractual obligation to return a leased property to its
original condition at the end of the lease term. The Group recognises a dilapidation provision for all leasehold
data centre properties based on detailed third-party estimates, on a current value basis, of the cost to remove
installed equipment and restore the internal and external structure of the premises to their original condition on
commencement of the lease. The current third-party estimate is discounted back to a present value at a risk-
free rate representative of the remaining term of the lease.

Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal or, in its absence, the most
advantageous market to which the Group has access at that date. The fair value of a liability reflects its non-
performance risk. A number of the Group's accounting policies and the disclosures require the measurement
of fair values, for both financial and non-financial financial assets and liabilities.

When one is available, the Group measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the
use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all the factors that market participants would take into account in pricing a transaction.

If an asset or liability measured at fair value has a bid price and an ask price, then the Group measures
assets and long positions at a bid price and liabilities and short positions at an ask price.

" The best evidence of the fair value of a financial instrument on initial recognition is normally the transaction

price — i.e. the fair value of the consideration given or received. If the Group determines that the fair value on
initial recognition differs from the transaction price and their fair value is evidenced neither by a quoted price
in an active market for an identical asset or liability nor based on a valuation technique for which any
unobservable inputs are judged to be insignificant in relation to the measurement, then the financial
instrument is initially measured at fair value, adjusted to defer the difference between the fair value on initial
recognition and the transaction price. Subsequently, that difference is recognised in profit or loss on an
appropriate basis over the life of the instrument but no later than.when the valuation is wholly supported by
observable market data or the transaction is closed out.

Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in the
valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

o Level 3: inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair value
hierarchy, then the fair value measurement is categorised in its entirety in the same level of the fair value
hierarchy as the lowest level input that is significant to the entire measurement.

The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting period
during which the change has occurred.
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Accounting policiés (continued)
Taxation

Tax on the profit or loss for the year comiprises current and deferred tax. Tax is recognised in the profit or
loss, except to the extent that it relates to items recognised directly in equity, in which case it is recognised
in equity or in OCI. -

Current tax

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax
rates enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in
respect of previous years. The amount of current tax payable or receivable is the best estimate of the tax
amount expected to be paid or received that reflects uncertainty related to income taxes, if any. Current tax
assets and liabilities are offset only if certain criteria are met. ’

Deferred Tax

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes.

The following temporary differences are not provided for:

the initial recognition of goodwill;

the initial recognition of assets or liabilities that affect neither accounting nor taxable profit other than in a
business combination; and -

differences relating to investments in subsidiaries to the extent that they will probably not reversein the
foreseeable future.

The amount of deferred tax provided is based on the expected manner of realisation or settlement of the
carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the balance
sheet date.

Deferred tax assets are recognised for the unused tax losses, unused tax credits and deductible temporary
differences only to the extent that it is probable that future taxable profits will be available against which the
temporary difference can be utilised. Future taxable profits are determined based on the reversal of relevant
taxable temporary differences. If the amount of taxable temporary differences is insufficient to recognise a
deferred tax asset in full, then future taxable profits, adjusted for reversals of existing temporary differences,
are considered, based on the business plan for individual subsidiaries of the Group. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realised; such reductions are reversed when the probability of future taxable profits
improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent that it
has become probable that future taxable profits will be available against which they can be used.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when

they reverse, using tax rates enacted or substantively enacted at the reporting date and reflects uncertainty
related to income taxes, if any.
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2,

Critical accounting estimates, judgements and assumptions

The Group makes certain estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and. expenses. Estimates and judgements are continually
evaluated based on historical experience and other factors, including expectations of future“events that are
believed to be reasonable under the circumstances. Actual results may differ from these estimates and
assumptions. The estimates and assumptions that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are discussed below. *

Assumptions and estimation uncertainties
(a) Impairment of-goodwill

The Group is required to test, on an annual basis, whether goodwill has suffered any impairment. The
recoverable amount is determined based on value in use calculations. The use of this method requires the
estimation of future cash flows and the choice of a discount rate in order to calculate the present value of the
cash flows. More information on carrying values is included in note 11.

(b) Useful lives of property, plant and equipment

Depreciation is provided so as to write down the assets to their residual values over their estimated useful lives
as set out in the Group's accounting policy. The selection of these estimated lives requires the exercise of
management judgement. Useful lives are regularly reviewed, and should management's assessment of useful
lives shorten, then depreciation charges in the financial statements would increase and carrying amounts of
property, plant and equipment would reduce accordingly. The carrying amount of property, plant and equipment

- by each class is included in note 9.

(c) Measurement of provisions - dilapidation provision

The Group estimates the present value of any future unavoidable costs of restoring leasehold properties to
their original condition at the commencement of the lease. In arriving at this estimate the Group makes
assumptions, based on input from third-party subject matter experts, about the likelihood and magnitude of
future outflows of economic resources to carry out the necessary restoration work. These estimates are in
current value terms, so the Group also applies an estimated discount rate, based on a risk-free rate over a term
comparable to the remaining life of the lease, to determine a present value of these cash outflows. In the current
year, the Group re-estimated the present value of these cash flows by excluding the inflationary increase which
was included in the previous years. .

(d) Measurement of provisions — claims

The Group estimates the value of any claims that it is expects to be contractually obligated to pay in the future,
using all relevant information available to management at the reporting date. Typically, this will be based on
consideration of the terms of the relevant contracts, consultation with subject matter experts and other
information made available by the counterparty to the contract. The best estimate of the cost to be incurred
may be either the probability-weighted expected value taking into account all possible outcomes if the provision
relates to a large population of items, or the most likely outcome if the provision is for a single item but there is
uncertainty over inputs to the assessment of cost. Provisions are remeasured at each reporting date, or when
better quality information becomes available if this results in a material change to the provision.
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2,

Critical accounting estimates, judgements and assumptions (continued)

Judgements

Information about judgements made in applying accounting policies that have the most significant effects on
the amounts recognised in the financial statements are discussed below.

(a) Lease contracts with customers

The Group has acquired data centre assets that are subject to commercial property leases with some of its
customers. For certain contracts with customers, the Group has determined, based on an evaluation of the

‘terms and conditions of the arrangements, that the arrangement conveys to the customer a right to use the

asset, but the Group retains all the significant risks and rewards of ownership of these properties and so
accounts for the leases as operating leases.

(b) Lease components within contracts with customers

The Group has certain contracts with customers in which a lease component has been identified under IFRS16.
For these contracts the Group has determined, based on an evaluation of the terms and conditions of the
agreements, that the arrangement conveys to the customer a right to use the asset component, but the Group
retains all the significant risks and rewards of ownership of the proportion of the properties and the proportion
of the contract deemed a lease component and so accounts for the lease component of the contract as an
operating lease.

The Group performs a calculation based on the area of space occupied by the customer in the data hall to
establish a relative standalone selling price for the component and separates this amount from the total contract
value for disclosure purposes. This calculation is based on the rental cost per unit area of the property that
VIRTUS incurs, establishing an estimated fair value of the price per square metre of data centre space at the
location in question, then adds a mark-up of 10% to give an estimated standalone selling price per square

metre.

" (c) Gain on refinancing

The Group recognised a one-off gain on refinancing in the current year. The refinancing arrangement resulted
in the existing Security Net 1 (SN1) and Security Net 2 (SN2) being combined into a single extended Security
Net 1 (SN1) arrangement. This refinancing has resulted in a modification of the financial liability given that the
terms of the facility were not substantially modified which would have triggered an extinguishment.
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3. Financial instruments — Risk Management
The Group is exposed through its operations to the following financial risks:

e Credit risk
e Market risk
e Liquidity risk

In common with ali other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group's objectives, policies and processes for managing those risks and
the methods used to measure them. Further quantltatlve information in respect of these risks is presented
‘throughout these financial statements. )

There have been no substantive changes in the Group's exposure to financial instrument risks, its objectives,
policies and processes for managing those risks or the methods used to measure them from previous periods
unless otherwise stated in this note.’

General objectives, policies and processes

The Board has overall responsibility for the determination of the Group's risk management objectives and
policies and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and
operating processes that ensure the effective implementation of the objectives and policies to the Group's
finance function. The Board receives quarterly reports from the Chief Financial Officer through which it reviews
the effectiveness of the processes put in place and the appropriateness of the objectives and policies it sets.

The overall objectlve of the Board is to set policies that seek to reduce risk as far as possible without unduly
affecting the Group's competitiveness and flexibility. Further details regarding these policies are set out in this
note.

(i) Principal financial instruments .

Ihle principal financial instruments used by the Group, from which financial instrument risk arises, are as
ollows: .
e Trade receivables
Cash and cash equivalents
Trade and other payables
Loans and other borrowings
Interest rate derivatives
Lease liabilities
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Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

3. Financial instruments — Risk Management (continued)
(if) Financial instruments by category

Financial assets

Financial assets at fair value through profit and loss

Financial assets at amortised cost

Current Non-Current Current Non-Current
i 2021 . 2020 2021 2020 2021 2020 2021 2020
£ 000 £ 000 - £ ‘000 £ 000 £ 000 £ 000 £ ‘000 £ ‘000
Cash and cash equivalents f - - - - 19,899 28,566 » - -
Trade and other receivables - - - - 77,009 41,236 5,228 1,911
Derivative financial instruments - - 13,078 650 - - - -
- - 13,078 650 96,908 69,802 5,228 1,911

Financial liabilities

Financial liabilities at fair value through profit and loss

Current Non-Current

2021 2020 2021 2020

£ 000 £1000 £ 000 £ 000

Trade and other payables - - - -
Amounts due to related parties - - - -
Loans and other borrowings - - - -
Lease liabilities - - - -
Long term incentive plan liability 21,648 23,706 4,955 3,661
Derivative financial instruments - - - 3,072
21,648 23,706 4,955 6,733
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Financial liabilities at amortised cost

Current Non-Current

2021 2020 2021 2020

£ ‘000 £ 000 £ ‘000 £°000
70,997 68,357 1,936 -
639 136 - -
9,491 - 611,407 485,140
4,811 3,937 207,396 178,659
85,938 72,430 663,799

820,739
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Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

iii) Financial instruments not measured at fair value

Financial instruments not measured at fair value includes cash and cash equivalents, trade and other
receivables, trade and other payables, lease liabilities and loans and borrowings.

Due to their short-term nature, the carrying values of cash and cash equivalents, trade and other receivables
trade and other payables and lease liabilities approximate their fair value.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails
to meet its contractual obligations. The Group is mainly exposed to credit risk from credit sales. It is Group
policy, implemented locally, to assess the credit risk of new customers before entering contracts. Such credit
ratings are taken into-account by local business practices.

Credit risk also arises from cash and cash equivalents and deposits with banks and financial institutions. For
banks and financial institutions, only independently rated parties with a minimum rating of "A" are accepted.

[

Cash in bank

A significant amount of cash is held with the following institutions:

2021 2020

Cash at bank Cash at bank

£ 000 £ ‘000

Barciays Bank PLC 16,344 27,477
Standard Chartered Bank . 3,555 : 1,089
19,899 28,566

The amounts held with Standard Chartered Bank are demand deposits (Interest Service Reserve Amounts)
which are subject to contractual restrictions and are unavailable for use by the Group.

Management monitors the credit ratings of counterparties regularly and at the reporting date does not expect
any losses from non-performance by the counterparties.

Trade and other receivables

The carrying amounts of financial assets and contract assets in the statement of financial position represent
the Group’s maximum exposures to credit risk.

The Group’s primary exposure to credit risk arises through its trade receivables and contract assets. In
monitoring customer credit risk, the Group allocates exposure to credit risk by segmenting the customers based
on customer type. ' ‘

Customers are segmented by customer type'and an ECL rate is calculated for each customer type based on
probabilities of default and loss given default. Lifetime probabilities of default are based on published external
sources. Loss given default parameters generally reflect an assumed recovery rate of 0%. The Group
monitors changes in credit risk by tracking the probabilities of default from published external sources. Loss
allowances are adjusted for current conditions and the Group’s view of economic conditions over the
expected lives of the receivables only if these factors have a significant impact to the credit loss.
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Notes forming part of the consolidated financial statements

for the year ended 31 December 2021 (continued)

3. Financial instruments — Risk Management (continued)
Credit risk (continued)
Trade arid other receivables (continued)

The ageing analysis of gross trade receivables is as follows:

2021

) £ '000
Not past due 26,166
Past due 1-30 days 4,868
Past due 31-60 days - 5,914
Past due 61-90 days 221
Past due 91-120 days 176
37,345
Lifetime ECL on trade receivables and unbilled receivables
' 2021
£ ‘000
At 1 January : 198
Additional provision for impairment recognised during the year -
Impairment reversed during the year (44)
At 31 December 154
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2020
£ ‘000

24,920

1,092
208
450
416

27,086

2020
£ 000

235

(37

198
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Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

3. Financial instruments — Risk Management (continued)
Credit risk (continueq)

“The table below shows an ahalysis of exposure to tredit risk for trade receivables and contract assets” by

customer type.
Customer type Weighted average Gross carrying Expected
loss rate amount credit loss
% allowance
. £ 000 £ 000
31 December 2021 .
Cloud provider customers 0.02 63,756 14
Other 1.42 9,852 140
73,608 - 154
31 December 2020 . :
Cloud provider customers* 0.09 35,372 32
‘Other : 1.47 11,288 166
46,660 198

’ —_——a ——
*Cloud provider customers are customers that deliver cloud computing-based services and solutions to businesses and/or individuals.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market factors. Market risk arises for the Group from its use of variable interest-bearing instruments
(interest rate risk).

The Group finances its operations through a mixture of retained profits, shareholder's equity and external
borrowings. The Group borrows at floating rates of interest and then uses interest rate swap, caps and floors
to generate the desired interest and risk profile. Although the Board accepts that this policy neither protects
the Group entirely from the risk of paying rates in excess of current market rates nor eliminates fully cash flow
risk associated with variability |n interest payments, it considers that it achieves an appropriate balance of
exposure to these risks.

Liquidity risk

Liquidity risk arises from the Group’s management of working capital and the finance charges and principal
repayments on its debt instruments. It is the risk that the Group will encounter difficulty in meeting its financial
obligation as they fall due.

The Group's policy is to enisure that it will always have sufficient cash to allow it to meet its liabilities when they
become due. The Group also seeks to reduce liquidity risk by-fixing or reducing the exposure to variability in
interest rates (and hence cash flows) of its Iong-term borrowings through the use of interest rate swaps, caps
and floors as noted above.

The Board receives rolling 12-month cash flow projections on a regular basis as well as information regarding
- cash balances.

y

As disclosed in Note 16, the Group has secured bank loans which contain a debt coveriant. A future breach of
this covenant may require the Group to repay the loan earlier than indicated in the table below. Under the
agreement, the covenant is monitored on a regular basis by management to ensure compliance with this
agreement.
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3. Financial instruments ~ Risk Management (continued)
Liquidity risk (continued)

The following table sets out the contractual maturities (representing undiscounted contractual cash-flows) of financial assets and liabilities:

Contractual cashflows

At 31 December 2021 Carrying Upto1 Between 1 and 5 years After 5 years o Total Cashfiows

Amount Year
) £000 £ ‘000 £000 £000 £000

Financial assets - Derivatives .

Derivative financial assets - inflows 13,078 - 13,078 - ' 13,078

Financial liabilities - Derivatives

Derivative financial liabilities — outflows - - - -

Financial liabilities - Non-Derivative N

Trade and other payables 72,933 70,997 1,936 - 72,933

Lease liabilities 212,207 14,351 - 68,963 226,005 309,319

Bank borrowings 620,715 31,086 663,546 - 694,632

Long term incentive liability 26,603 21,648 ) 4,955 - 26,603
932,458 138,082 " 739,400 226,005 1,103,487

43



VIRTUS Holdco Limited

Notes forming part of the consolidated financial statements
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3. Financial instruments — Risk Management (continued)

Liquidity risk (continued)
At 31 December 2020

Financial assets - Derivatives
Derivative financial assets - inflows

Financial liabilities - Derivatives
Derivative financial liabilities — outflows

Financial liabilities - Non-Derivative
Trade and other payables

Lease liabilities

Bank borrowings .
Amounts due to related parties

Long term incentive liability

Carrying
Amount
£'000

650

3,072

68,357
182,596
485,140

136

27,367

763,596

Contractual cashflows
Upto1 Between 1 and 5 years

Year
£°'000 £000 -

- 650

- 3,072
68,357 -
12,567 58,332
24,893 . 589,758
136 -
23,706 3,661
129,659 651,751
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After 5 years

£ ‘000

204,023

204,023

Total Cashflowé
£'000

650

3,072

68,357
274,922
614,651

136

27,367

985,433
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Notes form'ing part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

4. Revenue

Revenue is made up of:

) 2021 ‘ 2020 .
£ 000 £ 000
Revenue from contracts with customers 194,.028 125,488
Lease revenue - 5410 3,975
Total Revenue ' ’ 199,438 129,463

Disaggregation of revenue from contracts with customers

Revenue from contracts with customers is disaggregated by major service lines as below:

) 2021 2020
Timing of £ ‘000 £ ‘000

transfer of

service
Co-location revenue , Over time 126,296 - 76,371
Connectivity income Over time 557 445
Power charges recoverable : Over time 47,131 : 36,527
Anqillaw services income Point in time 20,044 . 12,145
Total revenué from contracts with customers ' ' 194',023 125,488

Revenue represents amounts chargeable, net of value added tax, in respect of the sales of goods and services
to customers in the United Kingdom.

In 2021, three customers each individually contributed more than 10% of total co-location revenue, collectively

contributing £150.2m (75%). In 2020, three customers each individually contributed more than 10% of total
revenue, collectively amounting to £85.4m (66%).
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4. Revenue (continued)
Contract balances

The following table provides information abdut opening and closing recéivables, contract assets and contract
liabilities from contracts with customers.

2021 - 2020

£'000 £'000
Receivables, which are included in trade and other receivables 48,112 33,452 -
Contract assets ' ’ . 17,467 8,875
Contract liabilities . T 8,194 6,596

The contract assets primarily relate to the Group's rights to consideration for services provided but not billed
at the reporting date on co-location revenue. The contract assets are transferred to receivables when the
rights become unconditional. .

The contract liabilities primarily relate to the advance consideration received from customers for co-location
revenue for which revenue is recognised over time.

Significant changes in the contract assets and the contract liabilities balances during the period are as follows:

Contract Contract
assets liabilities
£ ‘000 £ ‘000
31 December 2021
Opening balance ‘ ' 8,875 6,596
Revenue recognised from prior year balance . - (6,596)
Cash received in advance and not recognised as revenue - 8,194
Transfers from contract assets recognised at the beginning (1,637) -
of period to receivables
Modifications - IFRS15 change in transaction price (1,911) -
Contract assets recognised N 12,140 -
Closing balance ' 17,467 8,194
31 December 2020
Opening balance . . 3,840 6,770
Revenue recognised from prior year balance : © - (6,770)
Cash received in advance and not recognised as revenue - 6,596
Transfers from contract assets recognised at the beginning ' (3,840) ' -
of period to receivables :
Modifications - IFRS15 change in transaction price ' 1,911 -
Contract assets recognised, net of reclassification 6,964 ) -
Closing balance 8.875 6,596
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4. Revenue (continued)
‘Transaction price allocated to the remaining performance obligations

The following "table includes revenue expected to be recognised in the future related to’performance
obligations that are unsatisfied (or partially unsatisfied) at the reporting date

2021 2020

£000 £ 000

Within 1 year ' 157,028 133,325
1to 5 years 510,495 474,949
After 5 years : 711,308 704,830
1,378,831 1,313,104

Variable consideration that is constrained and therefore not included in the transaction price is excluded from
the amounts presented above. .

Contract costs
2021 2020
£ ‘000 £ 000
. \ ’
Costs to obtain contracts with customers ) 6,900 ' _ 6,609

The Group pays success-based sales commissions to employees for securing long term sales contracts.
Such commissions are incremental costs and are capitalised as contract costs as the Group expects to
recover these costs. Contract costs are amortised consistent with the pattern of revenue recognition for the
related contract. In the current period, the amount of amortisation was £1.2m (2020 £0.94m).

5. Operating profit/(loss)

Operating profit/(loss) is stated after charging:

2021 2020

£ 000 £ ‘000

Auditor’'s remuneration 429 350
Amortisation of contract costs 1,191 940
Depreciation of property, plant and equipment 45,585 30,008
Depreciation of right of use asset 8,988 4,813
Amortisation of intangibles 696 - 696
Provision for claims - 2,825

All auditor’s remuneration in the current period and the prior period related to provision of audit services.
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6. Staff costs

2021
£ ‘000
Staff costs (including those of directors) comprise:
Remuneration . 14,900
Social security contributions and similar taxes 1,964
Company contributions to money purchase pension plans . 374
Amounts receivable under long term incentive schemes . 9,960
Other staff costs ) : 904
Total staff costs ‘ } 28,102
. Number
The average monthly number of persons (including directors)
-employed by the Group during the year was 153

Defined contribution plans

The Group operates a defined contribution pension plan. The total cost charged to the statement of
comprehensive income in 2021 of £0.37 million (2020: £0.25 million) represents contributions payable to these
schemes by the Group at rates specified in the rules of the schemes. Contributions amounting to £0.3 million
(2020: £0.1 million) were payable to the schemes at 31 December 2021 and are included in trade and other

payables Note 15.
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2020
£°000

9,376

940
247
8,778
626

719,967

Number

98
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' Notes forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued) -

6. Staff costs (continued)
Key management personnel

The compensation of key management personnel (includirig the directors) is as follows:

2021 2020
£ ‘000 _ £°000
Remuneration ) 1,147 850
Company contributions to money purchase pension plans 2 7
Amounts receivable under long term incentive schemes 3,150 . 5,072
/ 4,299 5,929

Directors’ remuneration
2021 2020
£ ‘000 £ ‘000
Directors’ remuneration 664 499
Company contributions to money purchase pension plans : . 1 4
Amounts receivable under long term incentive schemes 2,651 4,346
3,316 4,849
Remuneration of the highest paid director 3,235 4,772

Directors who are members of pension schemes 1 1

During the current peridd none of the directors exercised share purchase options (2020: nil).

During 2021 three Directors sold shares awarded under the EMS long-term incentive plan arrangement (see
note 18) back to the Group, for consideration of £9,489k (2020: £632k) and realising a gain of £1,391k (2020:
£551k).

During the current period, the highest paid director received and exermsed shares under the EMS long-term
incentive plan arrangement (see Note 18).
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7. Finance income and expenses

Recognised in profit and loss

LT - R 2021 ' 2020

£ ‘000 £ ‘000
Finance income

" Interest income 4 , 8 22
Gain on refinancing 3,380 -
Movement in fair value of interest rate derivatives ' 16,046 -
Total finance income 19,434 . 22
2021 2020
£000 £ ‘000

Finance expense
Interest on bank loans 15,232 12,694
Transaction costs on modification of borrowings 4,001 -
Lease interest accretion 5,942 5,039
Amortisation of loan arrangement fees ' - 7,453
Movement in fair value of interest rate derivatives 1,627 3,619
Dilapidation provision interest accretion : 289 426
Bank charges and other fees 15 12

Total finance expenses ) 27,006 29,243

Previously, interest expense was calculated based on the interest and finance charges incurred in the period
plus amortisation of the finance costs associated with the debt. In the current year we have fully applied the
effective interest rate method and the interest expense for the current year includes a credit of £4.0m relating
to interest and other finance costs charged in earlier periods that should have been allocated to future periods
under the effective interest rate method.
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8. Taxation — Income tax expense

2021
£ ‘000
Current tax
UK corporation tax : -
Deferred tax .
Origination and reversal of timing differences . 113
Adjustments in respect of prior periods 42
Tax charge , 155

2020
£ ‘000

940
(597)

343

In the Spring Budget 2021, the UK Government announced that the main rate of corporation tax will increase
to 25% with effect from 1 April 2023. This change was substantively enacted on 24 May 2021. Accordingly,
the closing deferred tax balances at 31 December 2021 have been re-measured using the 25% rate (FY20
19%). The impact of this remeasurement is a deferred tax charge of £73k which has been recorded in the

income statement for the year.

The reasons for the difference between the actual tax charge for the year and the standard rate of corporation

tax in the United Kingdom applied to the loss for the year are as follows:

2021 -
£ ‘000
Profit/(Loss) before tax ‘ 1,633
Profit/(Loss) at the standard rate of corporation
tax in the UK of 19% (2020 - 19%) . 310
Effects of:
Non-deductible expenses ' 1,515
Corporate interest restrictions (130)
Property, plant and equipment differences | (66)
Utilisation of previously unrecognised tax losses : (1,235)
Current year losses for which no deferred tax asset is recognised -
Long term employee benefits (397)
Others 43
Change in tax rates 73
Adjustments in respect of prior periods 42
155

2020
£ ‘000

(33,944)

(6,449)

1,312
4,624
(14)
39
1,436
9

1
(597)
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for the year ended 31 December 2021 (continued)

8. Taxation — Deferred tax
Deferred tax assets

Deférred tax assets have not been recognised in respect of the following items:

2021 2020
£ ‘000 ~£000

Tax losses 10,707 : 9,708
Long term employee benefits 4,229 - 5,354
Other deductible temporary differences 86 91
15,022 15,153

—_——

The deductible temporary differences and tax losses do not expire under current tax legislation. Deferred tax
assets have not been recognised in respect of these items because of uncertainty regarding the timing of
future taxable profits against which the Group can utilise the benefits.
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8. Taxation — Deferred tax (continued)

Deferred tax liabilities

[N

Movements in deferred tax assets and liabilities during the year are as follows: .

At Recognised Change in At Recognised  Change.in At
N 1 Jan 2020 in income Tax Rates 31 Dec 2020  in income Tax Rates 31 Dec 2021
Group statement statement o
£ ‘000 £:000 £000 £000 £ '000 £'000 £'000
Deferred tax assets : .

. Tax losses ' 1,153 (20) 147 1,280 1,407 848 3,635
Pre-trading losses 152 509 17 678 (479) 62 261
Property, plant and equipment - 474 26 500 (550) 233 183

1,305 963 190 2,458 ) 378 1,143 3,979
Deferred tax liabilities
Property, plant and equipment (42) - . 42 - ) - ) - -
Intangible assets - . (381) 126 (45) (300) 126 (55) (229)
Capitalised interest ' (1,486) (1,432) (186) (3,104) (586) (1,161) (4,851)
(1,909) (1,306) (189) (3,404) (460) (1,216) (5,080)
(604) (343) 1 (946) (82) (73) (1,101)
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9. Property, plant and equipment

Office

Freehold " Leasehold Data Computers &  Equipment,
Land & Freehold Land & Leasehold Centre Network Telecommunication  Furniture &  Assets under
Building Improvements Building  Impr Equi Equipment Equipment Fittings  Construction Total
L. . £°'000 £°'000 £°'000 £'000 £'000 £°'000 £'000 £°000 £'000 £'000
(i) Cost or Valuation. c . .
Cost \
As at 1 January 2020 19,418 12,732 13,554 88,971 ° 337,397 2,889 2,589 841 82,238 560,629
Additions ’ . - - - - ,1 91 - 540 250 259,664 260,645
Reclass within Asset Classes - - 29,041 22,847 137,880 69 - 121 (189,958) -
As at 31 December 2020 19,418 12,732 42,595 111,818 475,468 2,958 3,129 1,212 151,944 821,274
As at 1 January 2021 . 19,418 ) 12,732 - 42,595 111,818 475,468 2,958 3,129 1,212 151,944 821,274
Additions . - ’ - - - - - 630 244 216,637 21 7,5’1 1
Wite Off - - - - - .- - - (74) (74)
Reclass within Asset Classes - - 21,731 30,610 240,685 -1 293 216 (293,536) -
As at 31 December 2021 19,418 12,732 64,326 142,428 716,153 2,959 . 4,052 1,672 74971 1,038,711
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9. Property, plant and e@uipment (continued)

Freehold Freehold L hold ! hold Data Centre Network Computers & Office Assets Total
Land & improvements ~ Land& Impro Juip i Tel ication quip under -
Building Building . Equipment  Furniture & Construction
Fittings
£'000 £'000 £°000 £°000 ) £'000 £'000 £'000 £'000 - I£ ‘000 £°000
(ii) Depreciation 4
As at 1 January 2020 (1,018 (3,882) (1.667) (13,984) (48,869) (839) (1,941) (629) - (72,829)
Depreciation . (184) (681) (1,182) (4,935) (22,062) (185) (630) (149) - (30,008)
" As at 31 December 2020 (1,202) (4,563) (2,849) (18,919) (70,931) (1,024) (2,571) (778) - (102,837)
As at 1 January 2021 (1,202) (4,563) (2,849) (18,919) (70,931) (1.024) (2,571) (778) - (102,837)
Depreciation (184) (680) (3,030) (6,746) (33,756) (188) . (681) (320) - (45,585)
As at 31 December 2021 (1,386) (5,243) (5,879) (25,665) (104,687) (1,212) (3,252) (1,098) - (148,422)
(i) Net book value
As at 31 December 2020 18,216 8,169 39,746 92,899 - 404,537 1,934 558 434 151,944 718,437
As at 31 December 2021 18,032 7,4‘89 58,447 116,763 611,466 1,747 . 800 574 74,971 890,289

The construction costs incurred during the year amounted to £217m (2020: £260m). Borrowing costs capitalised to property, plant and equipment amounted to £4.3m (2020:
£6.2m) with a capitalisation rate of 4.3% (2020: 4.4%).
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9. Property; plant and equipment (continued)

Security

The bark loans are securéd by a fixed charge over the Group’s total assets. Accordingly, as at 31 December 2021,
property plant and equipment with a carrying amount of £890.3m (2020: £718.4m) were pledged as security.

10. Right-of-use assets

1

Right-of-use assets relate to leasehold land and buildings.

Leasehold land and

buildings
£ ‘000
Cost ‘ . .
Balance at 31 December 2020 217,489
Additions to right-of-use assets 38,497
Remeasurement of right-of-use assets : (16,881)
As at 31 December 2021 ‘ 239,105
Accumulated Depreciation
Balance at 31 December 2020 ) (26,550)
Depreciation for the year . (11,044)
As at 31 December 2021 4 (37,594)
Balance at 31 December 2020 ' 190,939
Balance at 31 December 2021 201,511

Right-of use assets include costs of provision for future dilapidation works on leased data centre properties. The
net carrying amount of these assets is £23.8m (2020: £39.3m). As at 31 December 2021, right of use assets with
a carrying amount of £201.5m (2020: £190.9m) were pledged as security.

The. remeasurement of right-of-use asset adjustment relates to the removal of inflation rate assumptions
incorporated in the determination of the carrying value of the right-of-use assets in prior years

The right-of-use asset depreciation capitalised during the year was £2.1m (2020: £5.6m).
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11. Intangible assets and goodwill

December 2021 Goodwill Customer Acquired Total
contracts Right
£ 1000 ‘£ ‘000 £ 000 ~ £°000
Carrying amount :
Balance at 1 January 2021 . 27,668 1,576 1,693 30,937
Amortisation ' - (663) (33) (696)
As at 31 December 2021 27,668 913 1,660 30,241
December 2020 Goodwill Customer Acquired Total
contracts Right
£ ‘000 £ ‘000 £ ‘000 £ 1000
Carrying amount
Balance at 1 January 2020 27,668 2239 1,726 31,633
Amortisation - (663) (33) (696)
As at 31 December 2020 27,668 1,576 1,693 30,937

Impairment testing
VIRTUS Enfield LLP

At 31 December 2021, the Group performed an impairment assessment on the goodwill arising from the
acquisition of VIRTUS Enfield (LLP). The recoverable amount of this CGU was based on value in use (VIU).

VE LLP's VIU was determined by discounting estimated future cash flows generated from the continuing use
of the CGU and a terminal growth rate thereafter. The cash flow projections included specific estimates for VE
LLP for a five-year period, based on the Group’s five-year business plan. The terminal growth rate was
determined based on management's estimate of the long-term compound annual EBITDA growth rate,
consistent with the assumptions that a market participant would make.

The discounted cash flow model was based on the following key assumptions:

2021 2020
Pre-tax discount rate 7.7% 7.2%
Terminal value growth rate 3.0% 3.0%

The values assigned to the key assumptions represents management's assessment of developments in the
data centre industry and were based on both external sources and internal sources. Based on the above
assumptions, the recoverable amount was estimated to be higher than the carrying amount of the CGU by
£17.7m (2020: £44.5m), and goodwill was not impaired as at 31 December 2021.

Any reasonably possible change to the key assumptions applied is hot likely to cause the recoverable
amount to be below the carrying amount.
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12. Derivative financial instruments

To mitigate the interest rate risk that arises as a result of entering into variable rate linked loans, the Group
has entered into interest rate caps, interest rate floors and interest rate swaps.

Interest rate caps

Interest rate caps have been taken out to cap the rate to which daily compounded SONIA can rise and are co-
terminus with the initial term of the loan.

The fair value of these contracts is recorded in the Group statement of financial position and is determined by
forming an expectation that interest rates will exceed strike rates and discounting these cash flows at the
prevailing market rates as at the period end. Any movement in the fair value of the derivatives is taken to the
Group’s statement of comprehensive income. The strike rate as at period end was 2.0% (2020: 1.5%).

2021 2020

’ £ ‘000 £ ‘000
Balance at 1 January 7 41
Fair value adjustment 41 (34)
Balance as at 31 December : . 48 7

Interest rate floors

Interest rate floors have been taken out to mitigate the potential impact if daily compounded SONIA became
negative. Interest rate floors are co-terminus with the loans to which they relate.

The fair value of these contracts is recorded in the Group statement of financial position and is determined by
forming an expectation about whether daily compounded SONIA will become negative over the term of the
floor, and discounting the corresponding floor at the prevailing market rates as at the period end. Any
movement in the fair value of the derivatives is taken to the Group’s statement of comprehensive income. The
strike rate as at period end was 0% (2020: 0%).

2021 . 2020

£ ‘000 £ ‘000

Balance at 1 January 643 -
Additions ’ - 692
Fair value adjustment : (587) (49)
Balance as at 31 December 56 643
R
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12. Derivative financial instruments (continued)
Interest rate swaps

At the reporting date, the Group has outstanding interest rate swap contracts for mitigating interest rate risk
of floating rate interest obligations by swapping them for fixed rate interest obligations. The effective interest
rate as at year end ranges between 0.24% - 0.77% (2020: 0.77%). Interest rate swaps are valued using curves
of forward rates constructed from market data to project and discount the expected future cash flows.

2021 2020

£ 000 £ ‘000

Balance at 1 January (3,072) 49
Additions ' ~ (206) -
Fair value adjustment 16,252 (3,121)
Balance as at 31 December ‘ o 12,974 (3,072)

Fair value hierarchy

The following table provides the fair value measurerﬁent hierarchy for interest rate derivatives:

Quoted process in. Significant Significant Total
active markets observable inputs  unobservable inputs
(Level 1) (Level 2) (Level 3)
£ ‘000 £ '000 £ ‘000 £ '000
31 December-2021 ‘
Interest rate caps - - 48 48
Interest rate swaps - . 12,974 - 12,974
Interest rate floors - - 56 56
- 12,974 104 13,078
31 December 2020 .
Interest rate caps - 7 7

Interest rate swaps - (3,072) - (3,072)
Interest rate floors - - 643 643

- (3,072) 650  (2.422)

There have been no transfers between Level 1 and Level 3'during either period, nor have there been any
transfers between Level 2 and Level 3 during either period.

13. Cash and cash equivalents

2021 2020
£ ‘000 £ 000

Cash at bank . 19,899 28,566

Included in cash at bank are demand deposits (Interest Service Reserve Amounts held under the terms of the loan
facility agreement) amounting to £3.6m (2020: £1.1m) which are subject to contractual restrictions and are
unavailable for use by the Group..
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14.Trade and other receivables

Current 2021 2020
£ 000 £ ‘000
Trade receivables 37,233 26,937
Unbilled receivables " 10,879 6,515
Amounts due from related parties (note 23) ) 510 820
Prepayments 2,606 2,399
VAT receivable ; 4,095 9,098
Other receivables 17,236 11,436
Contract costs : . 1,270 1,228
Contract assets 12,239 6,964
86,068 65,397
‘Non-Current - 2021 2020
’ £ 1000 £ ‘000
Contract costs _ 5,630 5,381
Contract assets ' 5,228 - 1,911
10,858 7,292

The carrying value of trade and other receivables classified at amortised cost approximates fair value.

15. Trade and other payables

Current 2021 2020

) £ ‘000 £ 000 '
Trade payables - . 13,341 18,129

Accruals 41,084 35,921
Deferred income 276 282
Other payables. 8,102 7,429
Contract liabilities 8,194 6,596
70,997 68,357
Non-Current 2021 2020

. £ '000 £000

Other payables (including interest rate swaps, note 12) 1,936 3,072
| 1,036 3,072

The carrying value of trade and other payables classified. as financial liabilities measured at amortised cost
approximates fair value. »
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16. Loans and borrowings
Bank borrowings

The book value and fair value of loans and borrowings are as follows:

2021 2020
£000 - £ 000
Current

Bank loans - Secured . 9,491 -

Non-Current :
Bank loans - Secured 611,224 492 650

Less: Arrangement fees (7,510)
611,224 485,140

Bank loans 620,715 485,140

Fair value

Current bank loans 9,491 C -

Non-current bank loans 611,224 485,140

Bank loans ) 620715 . 485,140

The carrying amount of floating interest-bearing loans which are repriced every 3 months reflects their fair
value.

During the year the Group negotiated the refinancing and upsizing of its existing Security Net 1 (SN1) and
Security Net 2 (SN2) debt financing facilities, combining the facilities and increasing the total size of the facility
from £411.7m (SN1) and £257.1m (SN2) to £817.8m extended SN1, with a maturity date of April 2025.

The Group’s loans and borrowings are denominated in sterling. The rate at which sterling denominated
floating liabilities are payable is:
— Security Net 1: 2.45% to 3.50% plus SONIA plus CAS (2020: 2.70% to 3.20% plus LIBOR) and is
repayable by April 2025. The carrying amount of Security Net 1 is £611.4m (2020: £300.1m for SN1
and £185.0m for SN2)

The bank loans are secured by a fixed charge over the Group'’s total assets.

The Group has been compliant with all of the financial covenants of the above facilities as applicable
throughout the period covered by these financial statements.

Lease liabilities

2021 2q20
£ 000 £ 000
Non-Current
Lease liabilities 207,396 178,659
Current :
Lease liabilities . 4,811 3,937
Total lease liabilities 212,207 182,596
Fair value - S : 212,207 182,596

v
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16. Loans and borrowings (continued)

Other movements in lease liabilities 2021 2020
T o ) £°000 ~— £°000

[ , ‘ .
Lease liabilities 217,560 182,596
Other adjustments o (5,353) -
Total lease liabilities » - 212,207 182,596

Other adjustments relates to the removal of inflation rate assumptlons incorporated in the determination of
the carrying value of lease liabilities in prior years.

The nominal interest rate for the lease liabilities is 3.41%-7.50% (2020: 3.70%-7.50%) with maturity dates
between February 2022 and October 2041. .

The minimum lease payments for the lease liabilities fall due as follows:

2021 2020

£'000 £ 000

Within one year ‘ . 14,351 12,567
Between one and five years 68,963 58,332
More than five years ) . 226,005 204,023
‘309,319 274,922

Future finance charges A (97,112) (92,326)
212,207 182,596

Total cash outflow for leases ' (13,968) (10,679)

Extension options

The property leases contain extension options exercisable by the Group. Where practicable, the Group seeks
to include extension options in new leases to provide operational flexibility. The extension options held are
exercisable only by the Group and not by the lessors. The Group assesses at lease commencement date’

. whether it is reasonably certain to exercise the extension options. The Group reassesses whether it is -
reasonably certain to exercise the options if there is a significant event or significant changes in circumstances
within its control.

The Group has estimated that the potential future lease payments, should it exercise available extension

options, would result in an increase in lease liability of £127.5m (2020: £105.7m). These extension options
would however only be exercised upon expiry of the current lease terms in 2037-2041.
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16. Loans and borrowings (continued)

Reconciliation of movements of liabilities to cash flows arising from financing activities

Loans and Leases A Total
borrowings .
£ ‘000 £ ‘000 £ ‘000
Balance af 1 January 2021 ‘ ' 485,177 182,&/396 . 667,773
Changes from financing cash flows ' :

" Proceeds from bank loan 148,300 - 148,300
Repayment of bank loan - (6,000) - (6,000)
Interest paid (18,166) - (18,166)
Payment of transaction costs (6,049) - (6,049)
Payment of lease liabilities - (13,968) (13,968)
Total changes from financing cash flows 118,085 (13,968) 104,117
Other changes - liability related
Capitalised borrowing costs 1,600 2,724 ' 4324
Interest expense 15,232 - 5,942 21,174.
Transaction costs expensed < 4,001 ) - 4,001
New leases . - "~ 38,497 38,497
Remeasurement of lease liability - (3,584) (3,584)
Gain on refinancing (3,380) - (3,380)
Total liability related — other changes 17,453 ‘ 43,579 61,032
Balance at 31 December 2021 : 620,715 212,207 - 832,922

Loans and Leases Total
borrowings
£ ‘000 £ ‘000 £ 000
Balance at 1 January 2020 305,925 155,152 461,077
Changes from financing cash flows
Proceeds from bank loan 180,106 - - 180,106
Interest paid (15,275) - (15,275)
Payment of transaction costs (8,340) - (8,340)
Payment of lease liabilities - (10,679) (10,679)
Total changes from financing cash flows 156,491v " (10,679) 145,812
Other changes - liability related
Capitalised borrowing costs 1,998 3,677 5675
Interest expense 14,203 o 5,039 19,242
New leases - 29,407 29,407
Amortisation of finance costs : 6,560 - 6,560
Total liability related — other changes. 22,761 38,123 60,884

Balance at 31 December 2020° 485,177 182,596 667,773

!
The balance of loans and borrowings as at 31 December 2020 and 1 January 2021 does not agree to the amount
presented in the Balance Sheet given it includes £37k of accrued interest presented within accruals in Note 15
Trade and other payables.
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16. Loans and borrowings (continued)

'Reconciliation of net cash flow to movements in net funds and analysis of net funds

The amounts disclosed on the cash flow statement in respect of cash and cash equwalents are in respect of

these balance sheet amounts.

Cash ét bank

Cash at bank

Group net debt reconciliation

Loans and borrowings
Bank borrowings
Finance lease liabilities

Less: Cash at bank

Net debt

17. Other provisions

Non-current
Provision for dilapidation costs

Current
Provision for claims

At 31 December

64

2020 Cashflow 2021
£ '000 £ 000 £'000
28,566 (8,667) 19,899
2019 Cashflow 2020
£ ‘000 £ ‘000 £ ‘000
48,741 (20,175) 28,566
2021 2020
£°000 £000
r

620,715 485,140
212,207 182,596
(19,899) (28,566)
813,023 639,170

2021 2020

£ 000 £ '000

28,781 41,788

2,825 2,825

)
31,606 44,613
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Notes.forming part of the consolidated financial statements
for the year ended 31 December 2021 (continued)

17. Other provisions (continued)

Provision for dilapidation costs 2021 2020

£°'000 £ ‘000
At 1 January 41,788 25,728
Interest accretion 289 426
Other adjustments (13,296) -
Provision made during the year - 15,634

At 31 December ' 28,781 41,788

‘Dilapidation provisions relate to the cost of dismantling and removing equipment, fixtures and fittings and restoring
premises to their original condition upon termination of leases at the end of the lease terms between 2037 and
2041.. Because of the long-term nature of the liability, the greatest uncertainty in estimating the provision is the
costs that will be incurred. In the prior period, the Group engaged a third-party subject matter expert to provide a
detailed estimate of the current value of likely restoration costs. The provision has then been calculated by
discounting back at a 20-year risk-free rate of 1.2% (2020: 0.7%). Other adjustments relate to removal of inflation
rate assumptions incorporated in the determination of the carrying value of dilapidations provisions in prior years.

The impact of reasonable potential variation in key input parameters to the estimates of dilapidation provisions and
assets has been assessed by performing sensitivity analysis on the core assumptions of risk-free rate as at 31
December 2020, as follows:

(Increase)/decrease
in provision and asset

£ ‘000
Risk-free discount rate A
1.0 percentage point increase ‘ " (4,422)
1.0 percentage point decrease* 5,233
* The existing provision discounts at a 20-year risk-free rate of 1.2%
Provision for claims ) 2021 2020
: : £ ‘000 £ ‘000
At 1 January 2,825 -
Provision made during the year ' - 2,825
At 31 December 2,825 2,825

The provision relates to a potential claim. The Group has appropriate insurance cover in place, however in line with
IAS 37 no amounts have been recognised at the reporting date for any insurance recoveries.

As at the reporting date management have used their judgement to make an appropriate provision based on the

information available, however these estimates may be affected by future events and information which cannot be
predicted with any certainty.
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18. Share-based payment arrangements .
Long Term Incentive Plah — cash settled

Thé Group’s long-term incentive plan (LTIP) consists of the following elements:
(i) Executive Management Scheme (“EMS”) applicable to key management employees
(i)  Key Employees Scheme (“KES”) applicable to employees

The LTIP is designed to provide long-term incentives for employees at all levels to deliver long-term shareholder
returns. Under the plan, participants are granted cash-settled units each year, the value of which is tied to the fair
market value of the Company based on the underlying equity value of the Group (“the initial share price”). The
amount of any cash payment is determined based on the increase in the fair market value of the Company’s share
between the grant date (“the initial share price”) and the exercise date. Each grant vests evenly over four years
and is exercisable up to 7 years from the start date of each grant.

In May 2021 the Group granted 1,500,000 EMS units and 2,194,889 KES units to employees.
The fair value of services received in return for LTIP units granted are measured by reference to the fair value of

the LTIP units granted. The estimate of the fair value of the services received is measured based on the Black
Scholes Model. The key assumptions applied in the estimate of fair values for EMS and KES are as follows:

31 December 2021

Year of grant 2021 2020
Fair value as at 31 December £1.61 £1.74
Initial share prices £3.48 £2.87
Share price £3.84 £3.84
Portfolio expected volatility 39.71% 39.71%
Portfolio expected dividends - -
Expected remaining life (weighted average) 6 5
Risk-free interest rate 0.78% 0.79%
31 December 2020
Year of grant 2020 2019
Fair value as at 31 December £1.43 £1.51
Initial share prices £2.87 £2.52
Share price £3.48 £3.48
Portfolio expected volatility 36.82% 36.82%
Portfolio expected dividends - -
Expected remaining life (weighted average) 6 5
Risk-free interest rate 0.00% 0.00%

At 31 December 2021, 15,057,122 units were in issue (2020: 16,593,908), 12,531,608 units had vested and were
exercisable (2020: 14,507,788) with a weighted average exercise price of £1.80 (2020: £1.79). The total intrinsic

value of liabilities for vested units as at 31 December 2021 was £24,301k (2020: £25,954k).

In 2021, 5,114,561 units were exercised (2020: 996,637) and 117,114 lapsed (2020: 187,500), the share price at
the time of exercised in 2021 was £3.48 (2020: £2.87) and the weighted average exercise price was £1.79.
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18. Share based payment arrangements (continued)
Equity settled share-based payments

The expense incurred diiring the period for LTIP and other share-based payment arrangements was £9,960k
(2020: £8,778k) — see Note 6. :

On 2 February 2017 the immediate holding company STT Virtus Holdco Limited (STT VHL) established put and
call options with the Y shareholders of its subsidiary VDCM Ltd ~ fellow subsidiary of VHL — which entitles STT
VHL to acquire the Y shares held by certain employees of the Company when the vested shares are exercised
or in the event and at any time the Y shareholder becomes a leaver. The options over the Y shares vest over 4
years. As at 1 January 2021 all Y shares in issue had fully vested and on 1 March 2021 all remaining Y shares
owned by the non-controlling interest were purchased by STT VHL Limited the immediate parent company.

The estimate of the fair value of the share option is measured based on the Black Scholes Model.

The inputs used in the measurement of the fair valués at grant date of the equity settled share-based payment
plan is as follows:

2021 2020
Fair value as at 31 December - £1.80
Portfolio expected volatility - 36.82%
Portfolio expected dividends - -
Expected remaining life (weighted average) - 0
Risk-free interest rate - - 0.00%

Expected volatility has been calculated based on an evaluation of a number of listed businesses considered to
be peer-group comparators to VIRTUS Holdco Ltd. The 36-month historical volatility of these peer companies’
share prices has been obtained and analysed, over the historical period corresponding to the expected term.
The expected term of the instruments has been based on historical experience and general option holder
behaviour.

Reconciliation of outstanding equity settled share options:

The number and weighted-average prices of share options under the LTIP cash settled arrangement:

2021 2020
Number of Weighted average = Number of Weighted average
options exercise price options exercise price

Outstanding at 1 January 982,112 1.80 1,362,300 1.80
Forfeited during the year C - 1.80 - 1.80
Exercised during the year (982,112) . 1.80 (380,188) . 1 .80}
Granted during the year - 1.80 - 1.80

- Outstanding at 31 December . - 1.80 982,112 1.80
Exercisable at 31 December - . 1.80 982,112 ==180I

There are no options outstanding at 31 December 2021. The options outstanding at 31 December 2020 had an
exercise price of £1.80 and a weighted average contractual life of zero years. The weighted-average share price
at the date of exercise for share options exercised in 2021 was £1.80 (2020: £1.80).
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19. Share capital and share premium

2021

Issued and fully paid

2021 2021 2020
Number Share Share Number
Capital Premium
Ordinary shares of £'000 £'000
10p each
At 1 January 225,438,665 22,544 365,044 205,821,941
Issues during the
year 15,392,284 1,639 52,026 19,616,724
At 31 December
(authorised) 240,830,949 24,083 417,070 225,438,665

2020 2020
Share Share
Capital Premium
£'000 £000
20,582 310,706
1,962 54,338
22,544 365,044

The holders of ordinary shares are entitled to receive dividends as declared from time t(,) time and are entitled
" to one vote per share at meetings of the Group. All shares rank equally with regard to the Group’s residual

assets.

Merger reserve

The merger reserve represents the premium on the cost of investment and the nominal value of share capital

acquired.

20. Leases

Operating leases where the Group acts as lessor

The Group has some contracts with customers which are classified as operating leases. The customer
agreements vary, with most rising with indexation each year. Minimum lease payments receivable on leases

are as follows:

Operating leases under IFRS 16

Less than one year
One to two years
Two to three years
Three to four years
Four to five years
More than five years

68

2021
£ ‘000

6,310
6,218
5,853
5,511
4,718
22,763

51,373

2020
£'000 -

4,716
5,253
4,816
4,364
3,943
20,737

43,829
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21. Capital management

The Group regularly reviews its financial position, structure and use of capital, with the objective of achieving
long-term capital efficiency, optimum total returns to shareholders and strategic positioning. The capltal
employed by the Group consists of equity attributable to shareholders and bank loans.

2021 2020
\ £'000 £'000 \
Total equity ; 286,140 229,991
Bank loan . . N 620,715 485,140
Total capital employed 906,855 715,131

There were no changes in the Group’s approach to capital management during the year.,

The Group is subject to certain financial covenants which management monitors on a regular basis to ensure
compliance.

The Group is not subject to externaily imposed capital requirements.

22. Capital commitments

2021 ¢ 2020
. £'000 £'000
Capital expendlture contracted but not provided for in the flnanC|aI

statements 131,968 43,21'7

The capital expenditure contracted by the Group relates largely to the design and construction of its data
centres.
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23. Related party transactions

Related party transactions and balances are as follows:

Related party Type of balances Amount
relationship ;
2021 2020

- £'000 £'000
Director or key Loans to key management
management 510 459
Affiliate Amounts due from affiliate : - -
Employees Loans to employees - 361
Amounts due from related parties (Note 14) 510 820
Affiliate Amounts due to affiliate 639 136

The start date of the Director’s loan is 28 May 2021. The balance as at 31 December 2021 was £510k
(2020: £459K). Interest is paid at the prevailing HMRC rate of interest. ’

During 2021 three Directors sold shares awarded under the EMS long-term incentive plan arrangement

back to the Group, for consideration of £9,489k (2020: £632k) and realising a gain of £1,391k (2020:
£551k).

24. Subsequent events

Funding events during 2022 ’ e
Ub to 17 June 2022 the Group had drawn further funding as follows:
e £nil (as at 31 December 2020: £57.0m) of equity funding from its parent company, STT GDC Pte

Limited; and
e £11m of drawdowns from its existing SN1 bank facilities.

The Group considers both of the above events to be non-adjusting subsequent events in accordance with/IAS
10 "Events after the reporting period”.

25. Parent Company and Control

The immediate parent company is STT VHL Limited (registered in Guernsey). The ultimate parent and
controlling party is Temasek Holdings (Private) Limited incorporated in the Republic of Singapore.
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Company-statement of financial position

at 31 December 2021

Company number 07670473

Non-current assets

Property, plant and equipment
Right-of-use assets
Investment in subsidiaries

Amounts due from related parties
Deferred tax asset

Current assets
Other receivables ,
Cash and cash equivalents

Total assets

Current liabilities

Trade and other payables

Long term incentive plan liability
Amounts due to related parties
Lease liability

Non-current liability
Lease liability
Long-term incentive plan liability

Total liabilities

Net assets

Note

0 = OWN

NH

Issued capital and reserves attributable to

owners of the parent

Share capital
Share premium reserve
.Retained earnings

Total equity

10
10

31 December
2021
£000

536
47
10,495

388,633
163

399,864

3,370
4,840

8,210 -

408,074

5,866
21,648
3,512
27

. 31,053

4,955

4,955

36,008

372,066

24,083
417,070
(69,087)

372,066

31 December
2020
£'000

426
322
10,495

331,561
167

342,971

2,516
7,847

10,363
353,334
4,137
23,706
1,904
208
29,955
73
3,661
3,734

33,689

319,645

22,544
365,044
(67,943)

319,645

The financial statements on pages 71 to 89 were approved and authorised for issue by the Board of Dlrectors
on 17 June 2022 and were signed on its behalf by:

CEd e A

Neil Cresswell — Chief Executive Officer

The notes on pages 74 to 89 form part of these financial statements
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Company statement of cash flow

at 31 December 2021

Note

Changes from operating activities
. Loss before tax
Adjustments for:
Depreciation of property, plant and equipment 2
Depreciation of right-of use assets’ 3
Impairment on intercompany receivables
Interest income ’
Interest expense
Increase in trade and other receivables
Increase/(decrease) in trade and other payables

Net cash flows from operating activities

Investing activities
Purchase of property, plant and equipment

Net cash used in investing activities

Financing activities

Proceeds from issue of share capital . 10
Loans advanced to related parties

Loans advanced from related parties 11
Payment of lease liability : 9
Net cash generated in financing activities '

Net decrease in cash and cash equivalents

Cash and cash equivalents at the start of the period 5

Cash and cash equivalents at the end of period

The notes on péges 74 to 89 form part of these financial statements.
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31 December
2021
£'000

(1,130)

534
275
57
(8)
13
(846)
1,726

\

621

(644)
~ (644)
53,565
(57,892)
1,608
(265)

| (2,984)

(3,007)
7,847

4,840

31 December
2020
£'000

(50,401)

410

275

49,697
(22)

43
(353)
(793)

(1,144)

(427)
(427)
56,300
(66,876)
(616)
(292)
(11,484)

(13,055)
20,902

- 7,847
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Company statement of changes in equity
for the year ended 31 December 2021

_ . Share : Share Retained Total
. Capital premium earnings Equity
£'000 £'000 £'000 £'000
1 January 2020 - . 20,582 310,708 (17,608) : 313,682
Comprehensive loss for the year ' . - - (50,337) - (580,337)
20,582 . 310,708 (67,943): 263,345
Transaction with owners
Issue of share capital ) 1,962 54,338 - 56,300
31 December 2020 ) 22,544 365,044 (67,943) 319,645
1 January 2021 ) 22,544 365,044 (67,943) ) 319,645 )
Comprehensive loss for the year ’ - - (1,144), T (1,144)
22,544 365,044 (69,087) 318,501
Transaction with owners - .
Issue of share capital 1,539 52,026 . - 53,565
24,083 417,070 (69,087) 372,066

31 December 2021

The notes on pages 74 to 89 form part of these financial statements

73



VIRTUS Holdco Limited

Notes forming part of the Company financial statements
for the year ended 31 December 2021

Accounting policies
Basis of preparation of Company financial statements

These financial statements have been prepared in accordance W|th UK-adopted international accounting
standards (UK-adopted IFRS) and applicable law. -

The presentation currency used is pounds sterling and amounts have been presented in round thousands
("£000s"). The principal accounting policies adopted in the preparation of these financial statements are set
out in this note.

Going concern

Notwithstanding the Company’s net current liability position of £22.8m (2020: £20.0m) as at 31 December
2021, the financial statements have been prepared on a going concern basis, which the directors consider
to be appropriate for the following reasons.

The directors have prepared cash flow forecasts for a period of at least 12 months from the date of approval
‘of these financial statements which indicate that the Company and wider Group will have sufficient funds to
meet its liabilities as they fall due for that period. The directors note that so far since the COVID-19 outbreak
sales have increased as customers seek to obtain additional capacity to support expanded demand on cloud
computing services from increased levels of remote working and people spending significantly more time at
home.

However, in order to fully meet the committed operational expansion plans of the Group, it continues to also
be reliant on financial support from its intermediate holding company, STT GDC Pte Ltd. STT GDC Pte Ltd
has indicated its intention to continue to make available such funds as are needed by the Group for the
period covered by the forecasts. The directors note that this intention is aligned with the expansion strategy
of STT GDC Pte Ltd. The directors have further considered the financial position of STT GDC Pte Ltd
(including the potential impacts arising from the COVID 19 pandemic) and consider there to be sufficient
liquidity for the funding to be provided as needed. As with any company placing reliance on other group
entities for financial support, the directors acknowledge that there can be no certainty that this support will
continue although, at the date of approval of these financial statements, they have no reason to believe that
it will not do so. .

Consequently, the directors are confident that the Company will have sufficient funds to continue to meet its
liabilities as they fall due for at least 12 months from the date of approval of the financial statements and
therefore have prepared the financial statements on a going concern basis.

Standards issued but not yet effective

A number of new standards are effective for annual periods beginning after 1 January 2022 and earlier
application is permitted; however, the Company has not early adopted the new or amended standards in
preparing these financial statements. The adoption of these new standards will not have a significant impact
on the Company'’s financial statements.
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

Accounting policies (continued)
Property, plant and equipment

Property, plant and equipment is initially recognised at cost. As well as the purchase price, cost includes
directly attributable .costs, capitalised borrowing costs, and the estimated present value of any future
unavoidable costs of dismantling and removing items. Any corresponding liability is recognised within
provisions. .

Any gain df loss on disposal of an item of proberty, plant and equipment is recognised in profit and loss.
Subsequent expenditdfe is capitalised only if it is probable that the future economic benefits, in excess of -
the originally assessed standard of performance of the existing asset, associated with the expenditure will

flow to the Company. All other subsequent expenditure is recognised as an expense in the year in which it
is incurred.

Depreciation on assets under construction does not commence until they are complete and available for
use. No depreciation is provided on freehold land.

Depreciation is calculated using the straight-line method to allocate their cost over their estimated useful
_lives or, in the case of leasehold building and improvements, the shorter lease term as follows:

e Computers & Telecommunication
Equipment 2 years
o Office Equipment, Furniture & Fittings - 3 years

Investments in subsidiaries,

Investments in subsidiaries are carried af cost less any provision for losses a,risin'g on impairment.
Financial instruments

Financial assets

Recognition and initial measurement

Trade receivables are initially recognised when they are originated. All other financial assets are initially
recognised when the Company becomes a party to the contractual provisions of the instrument,

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability
is initially measured at fair value plus, for an item not at fair value through profit and loss (FVTPL), transaction
costs that are directly attributable to its acquisition or issue. A trade receivable without a significant financing
component is initially measured at the transaction price.

N

75



VIRTUS Holdco Limited

Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

1. Accounting policies (continued)
Financial instruments
Financial assets (continued)
Classification and subsequent measurement

On initial recognition, a financial asset is classified as measured at: amortised cost; fair value through other
comprehensive income (FVOCI) — debt investment, FVOCI — equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its
business model for managing financial assets, in which case all affected financial assets are reclassified on
the first day of the first reporting period following the change in the business model.

Financial assets at amortised cost
A financial asset is measured at amortised cost if it meets both of the following conditions and is not

designated as at FVTPL.:

- itis held within a business model whose objective is to hold assets to collect contractual cash
flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Financial assets at FVTPL

All financial assets not classified as measured at amortised cost or FVOCI| are measured at FVTPL. This
includes all derivative financial assets. On initial recognition, the Company may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at amortised cost or at FVOCI as at
FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.

Business model assessment

The Company makes an assessment of the objective of the business model in which a financial asset is
held at a portfolio level because this best reflects the way the business is managed, and information is
provided to management. The information considered includes: :

- the stated policies and objectives for the portfolio and the operation of those policies in
practice;
- how the performance of the portfolio is evaluated and reported to the Company’s

management;

- the risks that affect the performance of the business model and how those risks are managed,
- - how managers of the business are compensated; and

- the frequency, volume and timing of sales of financial assets in prior period, the reasons for
such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for derecognition are not
considered sales for this purpose, consistent with the Company’s continuing recognition of the assets.

Financial assets that are held-for-trading or are managed and whose performance is evaluated on a fair
value basis are measured at FVTPL.

: {
Assessment of whether contractual cash flows are solely payments of principal and interest
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on Inltlal
recognition. ‘Interest is defined as consideration for the time value of money and for the credit risk associated '

with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

1. Accounting policies (continued)
Financial instruments
‘Financial assets (continued)

Assessment of whether contractual cash flows are solely payments of principal and interest
(continued)

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it
would not meet this condition. In making this assessment, the Company considers:

- contingent events that would change the amount or timing of cash flows;

- terms that may adjust the contractual coupon rate, including variable rate features;
prepayment and extension features; and

- terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse
features)

Subsequent measurement gains and losses
Financial assets at FVTPL

These assets are subsequently measured at fair value. Net ‘gains and losses, including any interest or
dividend income, are recognised in profit or loss.

Financial assets at amortised cost

These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income and impairment are recognised in profit or
loss. Any gain or loss on derecognition is recognised in profit or loss. !

Impairment

The Company recognises loss allowances for expected credit losses (ECLs) on financial assets measured
at amortised cost.

Loss allowances of the Company are measured on either of the following bases:

- 12-month ECLs: these are ECLs that result from default events that are possible within the 12
months after the reporting date (or for a shorter period if the expected life of the instrument is less

than 12 months); or
- Lifetime ECLs: these are ECLs that result from all possible default events over the expected

life of a financial instrument or contract asset.

The maximum period considered when estimating ECLs is the maximum contractual period over which the
company is exposed to credit risk. '

Write-offs

The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there
is no realistic prospect of recovery. This is generally the case when the Company determines that the debtor
does not have assets or sources of income that could generate sufficient cashflows to repay the amounts
subject to write off. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with Company’s procedures for recovery of amounts due.
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

1. Accounting policies (continued)
Financial instruments
Financial assets (continued)

Derecognition |

The Company derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred or in which the
Company neither transfers nor retains substantially all of the risks and rewards of ownership and it does not
retain control of the financial asset.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at call with banks, other short term highly
liquid investments with original maturities of three months or less. .

Financial liabilities
Classification, subsequent measurement and gains and losses

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified
as at FVTPL if it is classified as held-for trading, it is a derivative or it is designated as such on initial
recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses, including
any interest expense, are recognised in profit or loss. Other financial liabilities are subsequently measured
at amortised cost using the effective interest method. Interest expense is recognised in profit or loss. Any
gain or loss on derecognition is also recognised in profit or loss.

Trade and other payables

Trade payables and other short-term monetary liabilities, which are initially recognised at fair value and are
subsequently carried at amortised cost using the effective interest method.

Derecognition

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled
or expire. The:-Company also derecognises a financial liability when its terms are modified, and the cash
flows of the modified liability are substantially different, in which case a new financial liability based on the
modified terms is recognised at fair value.

On derecognition of a financial liability the difference between the carrying amount extinguished and the
consideration paid (including any non-cash assets transferred, or liabilities assumed) is recognised in the
statement of comprehensive income.

Modification

When the contractual cash flows of a financial liability are renegotiated or otherwise modified and the
renegotiation or medification does not result in the derecognition of that financial asset, the gross carrying
amount of the financial liability is recalculated and a modification gain or loss is recognised in profit or loss.
For floating rate financial liabilities, the gross carrying amount is recalculated as the present value of the
renegotiated or modified contractual cash flows that are discounted at the financial liability’s revised effective
interest rate. Any costs or fees incurred are expensed on modification of the financial liability.

Offsetting financial instruments
Financial assets and liabilities are offset, and the net amount reported in the statement of financial position

when there is a legally enforceable right to offset the recognised amounts and there is an intention to settle
on a net basis or realise the asset and settle the liability simultaneously.
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. Accounting policies (continued)
Leases

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is,
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration. To assess whether a contract conveys the right to control the use of an
identified asset, the Company uses the definition of a lease in IFRS 16. This policy is applied to contracts
entered into, on or after 1 January 2019.

Company as lessee

At commencement or on modification of a contract that contains a lease component, the Company allocates
the consideration in the contract to each lease component on the basis of its relative stand-alone prices.
However, for the leases of property the Company has elected not to separate non-lease components and
account for the lease and non-lease components as a single lease component.

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted
for any lease payments made at or before the commencement date, plus any initial direct costs incurred and
an estimate of costs to dismantle and remove the underlying asset or to restore the underlying asset or the
site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement

date to the end of the lease term, unless the lease transfers ownership of the underlying asset to the

Company by the end of the lease term or the cost of the right-of-use asset reflects that the Company will

exercise a purchase option. In that case the right-of-use asset will be depreciated over the useful life of the

underlying asset, which is determined on the same basis as those of property and equipment. In addition,

the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain
- remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the Company’s incremental borrowing rate. Generally, the Company uses its
incremental borrowing rate as the discount rate.

Lease payments included in the measurement of the lease liability comprise the following:
— fixed payments, including in-substance fixed payments;
— variable lease payments that depend on an index or a rate, initially measured using the index or
rate as at the commencement date;
— amounts expected to be payable under a residual value guarantee; and

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, if there is a
change in the Company’s estimate of the amount expected to be payable under a residual value
guarantee, if the Company changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying

amount of the right-of-use asset or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.
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1. Accounting policies (continued)
Share based payment arrangements

The grant-date fair value of equity settled share-based payment arrangements granted to employees is
generally recognised as an expense, with a corresponding increase in equity, over the vesting period of
the awards. The amount recognised as an expense is adjusted to reflect the number of awards for which
the related services and non-market performance conditions are expected to be met, such that the amount
ultimately recognised is based on the number of awards that meet the related service and non-market
performance conditions at the vesting date. '

Share capital

Financial instruments issued by the Company are classified as equity only to the extent that they do not
meet the definition of a financial liability or financial asset. Incremental costs directly attributable to the
issue of ordinary shares are recognised as a deduction from equity, net of any tax effects.

The Combany‘s ordinary shares are classified as equity instruments:

Profit of parent company
As permitted by Section 408 of the Companies Act 2006, the profit and loss account of the parent

company is not presented as part of these financial statements. The parent company's loss after tax for
the financial year ended 31 December 2021 was £1,144k (2020: loss of £50,337k).
.
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Notes forming part of the Company financial statements
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2. Property, plant and equipment

Computers &
Telecommunication

Equipment

Cost or Valuation £'000
Cost

As at 1 January 2020 ) 1,082

Additions 427

Disposal ’ -

As at 31 December 2020 1,509
Cost

As at 1 January 2021 1,509

~ Additions 625

Disposal -

As at 31 December 2021 2,134
Depreciation
Accumulated Depreciation

As at 1 January 2020 " (699)

Depreciation (398)

As at 31 December 2020 (1,097)
Accumulated Depreciation

As at 1 January 2021 (1,097)

Depreciation . (519)

As at 31 December 2021 (1,616)
Net book value

As at 31 December 2020 412

As at 31 December 2021 518

81

Office Total
Equipment,
Furniture &
Fittings

£'000 £'000

232 1,314

- " 427

232 1,741

232 1,741

19 644

251 2,385

(2086) (905)

(12) (410)

(218) (1,315)

(218) (1,315)

(15) (534)

(233) - (1,849)

14 426

536
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued) ‘

3. Right-of-use assets

2020

Balance at 1 January

Depreciation charged to profit and loss
As at 31 December 2020

2021 .

Balance at 1 January

Depreciation charged to profit and loss

As at 31 December 2021

4. Other receivables

Current

Prepayments and accrued income
Amounts due from related parties (note 11)
Other receivables

All amounts shown above fall due for payment within one year.

5. Cash and cash equivalents

Cash in bank

82

Land and

buildings

£ 000

597

(275)

322

322

(275)

a7

2021 2020
£ ‘000 £°000
2,651 - 1,493
510 819
209 204
3,370 2,516
2021 2020
£ ‘000 £ 000
4,840 7,847
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

6. Investments in subsidiaries

2021 2020
£ ‘000 ' £ ‘000
At 31 December . , ' 10,495 10,495

As at 31 December 2021, the principal subsidiaries held directly or indirectly by the Company, were as

follows:
Name ‘ Country of Proportion of Nature of business
incorporation ownership of
and principal interest at 31
place of December
business
2021 2020
VIRTUS (Enfield) LLP England 100% 100% Owner of LONDON1 (Enfield)
data centre
Enfield DC Service Company-Limited England 100% 100% Data centre operator and
manager
VIRTUS (Data Centres) Limited England 100% 100% Dormant
VIRTUS Hayes Limited England 100% 100% Owner of LONDON2 (Hayes)
data centre
VIRTUS Enfield (Data Centres) Limited England ' 100% 100% Intermediate holding Company
VIRTUS IMH Limited ! ‘ England Dissolved 100% - Previously intermediary holding
i company, pending strike off
VIRTUS Data Centres Properties\Limited ~ England 100% 100% Intermediate holding Company
VIRTUS IMH 2 Limited 1 England Dissolved 100% Previously intermediary holding
company, pending strike off
VIRTUS Slough Limited England 100% 100% Owner of LONDONS3 and
LONDON4 data centres
VIRTUS LONDON 5 Limited England 100% 100% Owner of LONDONS
data centre '
VIRTUS LONDON 6 Limited England - 100% 100% Owner of LONDONG
. ’ , data centre
VIRTUS LONDON 7 Limited England 100% 100%  Owner of LONDON7
’ data centre
VIRTUS LONDON 8 Limited England 100% 100% Owner of LONDONS
: data centre
VIRTUS LONDON 9 Limited England 100% 100%  Owner of LONDONS
: . data centre
VIRTUS LONDON 10 Limited England 100% 100% Owner of LONDON10
: data centre '
VIRTUS LONDON 11 Limited England 100% 100%  Owner of LONDON11
data centre
VIRTUS LONDON 12 Limited England 100% 100% SPV holding net assets of
‘ future LONDON?12 data centre
VIRTUS LONDON 13 Limited England 100% 100% SPV to hold net assets of future,
' - LONDON13 data centre

VIRTUS LONDON 14 Limited England 100% 100% SPV to hold net assets of future
. LONDON14 data centre

i

The registered address of the subsidiaries incorporated in England is 4th Floor, 20 Balderton Street,
London, W1K 6TL. .

1 VIRTUS IMH Limited and VIRTUS IMH2 Limited were voluntarily struck off the Companies House
register in March 2021
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7. Trade and other payables

Trade pa-yables
Accruals
Other payables

8. Taxation — Income tax expense

Current tax
UK corporation tax

Deferred tax’

Origination and reversal of timing differences
Adjustments in respect of prior periods
Change in tax rates

Tax expense/(credit)

¥

In the Spring Budget 2021, the UK Government announced that the main rate of corporation tax will increase
to 25% with effect from 1 April 2023. This change was substantively enacted on 24 May 2021. Accordingly,
the closing deferred tax balances at 31 December 2021 have been re-measured using the 25% rate (FY20
19%). The impact of this remeasurement is a deferred tax charge of £36k WhICh has been recorded in the

income statement for the year.

v 2021
£'000

593
4,279
1994

5,866

2021
£ 000

60

(10) -

(36)

14

2020
£ '000

227
3,388
522

4,137

2020
£ 000

(11)
(37)
(16)

(64)

The reasons for the difference between the actual tax charge for the year and the standard rate of
corporation tax in the United Kingdom applied to the loss for the year are as follows:

Loss before tax

Loss at the standard rate of corporation
tax in the UK of 19% (2020 — 19%)

Effects of:

Non-deductible expenses

Group tax relief

Property, plant and equipment differences

Long term employee benefits

Adjustments in respect of prior periods

Change in tax rates

2021
£ 000

(1,130)

(215)

156
722
(34)

(569)

(9)
(37)

14~

84

2020
£ ‘000

(50,401)

(9,576)

9,451
(1,309)

1,423-
(37)
(16)

(64)
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

8. Taxation — Deferred tax
Deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:

2021 2020

£ ‘000 £ ‘000

Tax losses o . - 1,535 1,167
Long term employee benefits 4,315 5,387
5,850 6,554

The deductible temporary differences and tax losses do not expire under current tax legislation. Deferred tax assets have not been recognised in respect of these |tems
because of uncertainty regarding the timing of future taxable profits agalnst which the Company can utilise the benefits.

~

Movements in overall deférred tax asset position during the year are as foliows:

At Recognised Change At Recognised Change At
1Jan in income inTax 31 Dec in income inTax 31 Dec
2020 statement Rates 2020 statement Rates 2021
£'000 £000 £ ‘000 £ ‘000 £ 000 £000 £ 000
Deferred tax assets -
Property, plant and equipment 103 48 16 167 (51) 37 153

85



VIRTUS Holdco Limited

Notes forming part of the Company financial statements
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9. Lease liabilities

Non-Current
Lease liabilities
Current

Lease liabilities

Total lease liabilities

Fair value

2021
£ 000

2020
£ ‘000

73

208

281

281

The nominal interest rate for the lease liabilities is 5.5% (2020: 5.5%) with maturity date of February 2022.

The minimum lease payments for the lease liabilities fall due as follows:

Within one year
Between one and five year

Future finance charges

Total cash outflow for leases

10. Share capital and share premium ,
Issued and fully paid
2021 2021 2021 2020
Number Share Share Number
Capital Premium
Ordinary shares of £000 £°000
10p each
At 1 January 225,438,665 22,544 365,044 205,821,941
Issues during the ‘
year 15,392,284 - 1,539 52,026 19,616,724
At 31 December 240,830,949 24,083 417,070

225,438,665

2021 2019

£000 £ 000

27 219

- 73

27 292

- (11)

27 281

(27) (292)
2020 2020
Share Share
Capital Premium
£000 £000
20,582 310,706
1,962 54,338
22,544 365,044
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Notes forming part of the Company financial statements
for the year ended 31 December 2021 (continued)

11. Related party transactions and balances
Transactions with Group companies
* Details of the Company’s subsidiaries are shown in note 6.

Other related party transactions are as follows:

Related party Type of transaction Balance '
relationship - !
2021 2020

‘ £'000 . £'000
Affiliate Amounts due from affiliates 388,633 331,561
Director or key ' :
management . Loans to key management (note 4) 510 459 -
Employees Loans to employees (note 4) - 360
Affiliate ' Amounts due to affiliate 3,512 B 1,904

Amounts due from affiliates are due on demand and are non-interest bearing. Rights to receive repayment
of the amounts. due to the Company from affiliates are subordinated to the rights of the holders of the
Group's external debts. The directors have classified these assets as non-current assets as they do not
expect to reallse the assets within twelve months of the end of the reporting period.

The start date of.the Dlrectors loan is 28 May 2021. The balance as at 31 December 2021 was £510k
(2020: £459K). interest is paid at the prevailing HMRC rate of interest.

During 2021 three Directors sold shares awarded under the EMS long-term incentive plan arrangement
(see note 18 in the Group accounts) back to the Company, for consideration of £9,489k (2020: £632k) and
realising a gain of £1,391k (2020: £551k).

Included in the amounts due from affiliates is expected credit losses of £0.4m (2020: £0.3m).
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12. Staff costs

2021
£ ‘000
Staff costs (including those of directors) comprise: o
Remuneration ' 14,900
Social security contributions and similar taxes 1,964
Company contributions to money purchase pension plans 374
Amounts receivable under long term incentive schemes _ 9,960
Other 904
Total staff costs 28,102
’ Number
The average monthly number of persons (including directors)

employed by the Group during the year was 153

Defined contribution plans

2020
£ ‘000

9,376

940
247
8,778
627

19,968

Numbgr

98

The Company operates a defined contribution pension plan. The total cost charged to the statement of
comprehensive income in 2021 of £0.37 million (2020: £0.25 million) represents contributions payable to
these schemes by the Group at rates specified in the rules of the schemes. Contributions amounting to £0.3
million (2020: £0.1 million) were payable to the schemes at 31 December 2021 and are included in trade

and other payables.

Key management personnel

The compensation of key management personnel (including the directors) is as follows:

2021

£ ‘000

Remuneration . 1,147
Company contributions to money purchase pension plans 2
Amounts receivable under long term incentive schemes 3,150
4,299
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2020
£ ‘000

850
5,072

5,929
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12. Staff costs (continued)

_ Director’s remuneration

2021 2020

£ ‘000 £ ‘000

Directors’ remuneration 664 499
Company contributions to money purchase pension plans 1 : 4
Amounts receivable under long term incentive schemes 2,651 4,346
' ‘ t - -

3,316 4,849

Remuneration of the highest paid director ' 3,235 4,772
Directors who are members of pension schemes - 1 1

During the current period none of the directors exercised share purchase options (2020: nil).

During 2021 three Directors sold shares awarded under the EMS long-term incentive plan arrangement (see
note 18 in the Group accounts) back to the Company, for consideration of £9,489k (2020: £632k) and
realising a gain of £1,391k (2020: £551k).

During the current period, the highest paid director received and exercised shares under the EMS long-term
incentive plan arrangement (see Group accounts note 18).
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