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STRATEGIC REPORT
The Directors present their strategic report for the year ended 31 December 2015.
Signiﬁcant events

On 15 January 2016 the entire share capital of the ultimate parent company Telecity Group pic was
acquired by Equinix, Inc. On 18 January 2016 the listing of TelecityGroup Shares on the premium listing
segment of the Official List and the main market of the London Stock Exchange was cancelled and the
Company ceased to be known as Telecity Group plc and became Telecity Group Limited.

The acquisition required clearance from the European Commission, to obtain this clearance the Group and
Equinix agreed to divest seven of the TelecityGroup data centres including four owned by the Company.
At 31 December 2015 the sales process was actively underway and therefore the assets and liabilities
identified for disposal are presented in the balance sheet held for sale.

On 1 April 2016 the Company disposed these assets and liabilities to TelecityGroup UK LON Limited, a
company also wholly owned by TelecityGroup International Limited for a price of £327,298,850 realising a
gain of approximately £303,000,000.

Business review
The Company encompasses established positions in London and Manchester.

in 2015 a good level of gross order wins was achieved, which combined with a substantially reduced level
of churn has resulted in a material increase in the level of net order wins. These order wins were well
distributed across all three locations of London Docklands, London Powergate and Manchester. These
wins came from a broad base of verticals, the strongest demand coming from the connectivity vertlcal as
seen for the Group.

Year ended 31 Year ended 31

December 2015  December 2014 Reported movement

" Revenue (£m) 151,133 146,765 2.98%

EBITDA {Em) } . . 67,969 70,052 (2.97)%
EBITDA margin (%) . 45.0 48.0 (250)bps
Capital expenditure (£Em) 33.9 : 319 6.27%
Churn (annualised percentage) (%) . 6.3 14.1 (810)bps

The reported revenue growth was impacted by a number of prior year non-recurring items. These
non-recurring items contributed £5.2m to revenue in 2014 versus £nil in 2015 and include the closure of
Prospect House, reduction in Harbour Exchange sub-lease income and the replacement of the UK
Carbon Reduction Commitment scheme. The ‘underlying growth rate, which adjusts for these
non-recurring items, was 6.5%.

Adjusted EBITDA margin decreased to 45.0% (2014: 47.0%) as the UK business continued to invest in
people, processes and systems in order to further drive profitable growth and mitigate churn.

The annualised UK churn rate was.6.3% (2014: 14.1%). This substantial year-on-year reduction was
driven by a lower level of renewals, the passing of prior year non-recurring items and the success of churn
mitigation measures implemented.

Significant add_itions of available customer power in 2015 included the previously announced 1.7MW in
Manchester and 1.3MW at London Powergate.
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STRATEGIC REPORT CONTINUED

Operational and financial risks

The Company'’s operations expose it-to a variety of risks. The Company regularly assesses all areas of risk
to which it is exposed and appropriate steps are taken to reduce or eliminate the risks or mitigate their
potential impact. The Company has not.experienced a material change in its risk profile during the year.
Below are listed the principal risks which the Directors consider could affect the Company. These risks are
not intended to be an extensive analysis of all risks which may arise in the ordinary course of business or
otherwise.

- Strategic risk

Risks include an oversupply of carrier neutral data ‘centre capacity within the markets that the Group
operates in, a lack of available power in markets where the Group wishes to expand, a lack of availabte
locations where the Group wishes to expand.

These risks are mitigated through long term planning and market analysis.

Operat:onal risks

Risk arising from operating data centres include the risk that the phy5|cal infrastructure of a data centre
could fail, the industry as a whole is subject to continual environmental and regulatory challenges and new
data centre builds or upgrades to existing data centres could suffer from delays, cost overruns or
contractor failure. :

These risks are mitigated by design resilience within each data centre build, disaster recovery planning
and the employment of skilled and experienced personnel.

Financial risks
Financial risks include a number of risks including pricing volatility of supplies, credit risk from the
non-payment of suppliers and exposure to exchange rates from trading in a number of countries.

These risks are mitigated in a number of ways including using external consultants to assist in the
purchase of major items of expenditure including power, property and capital costs, up front billing of
customers and ensuring that each country purchases predominately in local currency.

Following the acquAisition of the Group by Equinix,inc the Group’s external borrowihgé were repaid and the
Group funded through intergroup loans.

People Rlsks

The Group operates complex data centres containing a variety of electrical and mechanlcal equipment
which have to be staffed and maintained by the employees. The Group’s data centres also have to be
available to customers’ representatives to install and maintain their equipment.

The potential risks are mitigated by having well documented processes and procedures in the H&S manual
and appropriate training of staff and external contractors ensured. Regular audits are conducted both
internally and externally to check adequacy of H&S manuals.’ ’

Exceptional items .
During the year the Company incurred exceptional items of £560,000 relating to the costs of exiting a lease
during 2016. Operating activity at the site ceased in 2014.

Results and dividends

The results for the financial year ended 31 December 2015 are set out in the income statement on page 8.
Revenues totalled £151.1m for the year (2014: £146.8m). The growth in revenue and operating profit was
as a result of increased demand from existing and new customers.

An interim dividend of £37,000,000 (2014: £35,000,000) was paid during the year as set out in the
statement of changes in equity on page 9. The Directors do not recommend payment of a final dividend.

Net assets increased marglnally during the year. At the end of the year the company had net assets of
£84,655 (2014: £84 355)
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DIRECTORS’ REPORT

The Directors present their report and the audited financial statements of TelecityGroup UK Limited (‘the
Company’) for the year ended 31 December 2015.

Directors
The Directors of the Company who served during the year and up to the date of signing of the financial
statements are set out below:

Robert Coupland (resigned 14 March 2016)
Eric Hageman (resigned 11 February 2016)
Eric Schwartz (appointed 20 January 2016)
Russell Poole (appointed 5 February 2016)

No Director had any interests in the shares of the Company at either 1 January 2015 or 31 December 2015.
The Directors’ interest in the share capital of Telecity Group Limited (formerly Telecity Group pic), the
Company's ultimate parent company, is as follows:

Year ended Year ended

31 December 2015 31 December 2014

Ordinary shares Number Number
R Coupland (resigned 14 March 2016) 9,744 9,744
E Hageman (resigned 11 February 2016) 10,000 - 10,000

Employees

The Company is committed to employment policies that follow best practice and are based on equal
opportunities for all employees, irrespective of age, gender, race, colour, sexual orientation, disability or
marital status. The Company gives full and fair consideration to applications for employment from disabled
persons, having regard to their particular aptitudes and abilities. Appropriate arrangements are made for
the continued employment and training, career development and promotion of disabled persons employed
by the Company. If members of staff become disabled the Company continues employment, either in the
same or an alternative position, with appropriate retraining being given if necessary.

The Company systematically provides employees with information on matters of concern to them,
consulting them or their representatives regularly. This enables their views to be taken into account when
making decisions that are likely to affect their interests. Employee involvement in the Company is
‘encouraged, as is achieving a common awareness on the part of all employees of the financial and
economic factors affecting the Company. The Company encourages the involvement of employees by
means of briefing meetings as well as more informal communications. .

Results an_d dividends

Results and dividends for the period are discussed in the strategic report.

! The legal name of Eric Hageman is Wilhelmus Hageman.
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DIRECTORS’ REPORT CONTINUED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The Directors are responsible for preparing the Strategic Report, Directors’ Repdrt and the financial
statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law
the Directors have prepared the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union. Under company law the Directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that period. In preparing these financial
statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable International Financial Reporting Standards (IFRSs) as adopted by the
European Union have been followed, subject to any material departures disclosed and explained
" in the financial statements; '
‘e prepare the financial statements on the going concern basis unless it is inappropriate to presume
that the company will continue in business.

The Directors are respon5|ble for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
. Companies Act 2006. They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

Qualifying third party indemnity provisions have -been made in respect of Eric Hageman which remain in

force at the date of this report. .

Statement of disclosure of information to auditors

Each Director in office at the date of this report has confirmed that:

e so far as he is aware, there is no relevant audit information of which the Company’s auditors are
unaware, and

¢ he has taken all the reasonable steps that he ought to have taken asa Dlrector in order to make himself

aware of any relevant audit information and to establish that the Company s auditors are aware of that
information.

This confirmation is given and should be interpreted in accordance with section 418 of the Companies Act
2006.

independent auditors

PricewaterhouseCoopers LLP continue to serve as auditors for TelecityGroup UK Limited in accordance
with section 385 of the Companies Act 2006.

The financial statements on pages 8 to 35 were approved by the board on 5 September 2016

Signed on behalf of the Board_

Russell Poole
Director
5 September 2016



Independent auditors’ report to the members of
TelecityGroup UK Limited

Report on the financial statements

Our opinion
In our opinion, TelemtyGroup UK Lumted’s financial statements (the “financial statements”):

» give a true and fair view of the state of the company’s affairs as at 31 December 2015 and of its profit and cash flows
for the year then ended;

¢ have been properly prepared in accordance w1th Internanonal Financial Reportmg Standards (“IFRSs”) as adopted
by the European Union; and

e  have been prepared in accordance with the requirements of the Companies Act 2006.

. What we have audited
The financial statements, included within the Annual Report and Financial Statemente, comprise:
s the balance sheet as at 31 December eo15; '
‘e the income statement for the year then ended;
e the statement of cash ﬂo;vs for the year then ended;
o the statement of changes in equity for the year then ended; and.

e the notes to the financial statements, which mclude a summary of significant accounting policies and other
explanatory information. :

The financial reporting framework that has been applied in the preparation of the financial statements is IFRSs as adopted
by the European Union, and applicable law.

‘ In applying the financial reporting framework, the directors have made a number of subJecnve judgements, for example in
respect of significant accounting estimates. In making such estimates, they have made assumptions and considered future
events. .

Qpinion on other matter prescribed by the Conipanics Act 2006

In our opinion, the information glven in the Strategic Report and the Directors’ Report for the financial year for which the
ﬁnanc1al statements are prepared is consistent with the financial statements. )

Other matters on which we are required to report by exception

Adequacy of accountmg records and mformatxon and explanatlons received
'Under the Companies Act 2006 we are requn'ed to report to you if; in our opinion:
e wehavenot recelved all the information and explanattons we require for our audit; or

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

e - the financial statements are not in agreement with the accounting records and returns.

We have no ‘exceptions to report arising from this responsibility.

Dn'ectors remuneration

Under the Companies Act 2006 we are requu'ed to report to you if, in our oplmon, certain disclosures of directors®
remuneration specified by law are not made. We have no exceptions to report arising from this responsibility.



Responsibilities for the financial statements and the audit

Our responsibilities and those of the direetors

As explalned more fully in the Statement of Directors’ Responsibilities set out on page 5, the directors are respon51ble for the
preparatxon of the financial statements and for being satisfied that they give a true and fair view. .

Our responsibility is to audit and express an opinion on the financial statements in accordance with apphcable law and
International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”) Those standards require us ta: vomply with
the Auditing Practices Board’s Ethical Standards for Auditors.

This report, including the opinions, has been prepared for and only for.the parent company’s members asa body‘ in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no othér purpose. We do not, in giving these

" opinions, accept or assume responsibility for any other purpose or to any other person to whorit thls report is shown or into
whose hands it may come save where expressly agreed by eur pnor consent in writing. - .

“What an audit of ﬁnanclal statemerits involves

We conducteci our audit in accordance with ISAs (UK & Ireland)v. An audit involves obtaining evidence about the ztmounts
~ and disclosures in the financial statements sufficient to give reasonable assurance that the financial statements are free from
material misstatement, whether. caused by fraud or error. This mcludes an assessment of:

e whether the accounting policies are appropriate to the compan)f s circumstances and have been conswtently
.applied and adequately disclosed;

+ thereasonableness of significant accounting estimates made by the directors; and

e theoverall presentation of the financial statements.

We primarily focus our work in these areas by assessmg the directors’ judgements against available ewdence forming our
own judgements, and evaluatmg the disclosures in the financial statements.

We test and examine mformatmn, using sampling and other auditing techmques to the extent we consider necessary to
provide a reasonable basis for us to draw conclusions. We obtain audit evidence through testing the effectlveness of
controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report and Financial Statements to
identify material inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the
audit. If we become aware of any apparent material misstatements or inconsistencies we consider the implications for our
report.

Jaskamal Sarai (Senior Statutory Auditor)

. for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London .

\ L September 2016
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INCOME STATEMENT

Year ended Year ended
31 December 2015 31 December 2014
Note £'000 £'000
Revenue 4 151,133 146,765
Cost of sales (65,573) (64,423)
Gross profit 85,560 82,342
Sales and marketing costs (5,373) (4,186)
Administrative costs analysed: .
Depreciation (19,955) (16,928)
Operating exceptional items 1 (560) Co-
Other administrative costs - (11,658) (8,104)
Total administrative costs (32,173) (25,032)
Operating profit 48,014 53,124
Finance income 7 4 20
Finance costs (4,072) (1 ,523)
Other financing items (1) (20)
Profit before tax 43,945 51,601
Income tax 13 (7,494) (10,107)
Profit for the financial year attributable to parent . 36,451 41,494
Total comprehensive income attributable to parent 36,451 41,494

There are no other items of comprehensive income other than those shown above.
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2015

Share

Share  premium  Retained Other Total
capital account profits reserve Equity
£'000 £000 __£°000 £000 £000
At 1 January 2014 2,500 10,000 133,169 -(68,268) 77,401
Profit for the year —_ —_ 41,494 — 41,494
Total comprehensive income for the _ _ _
year ended 31 December 2014 41,494 41,494
Transactions with owners:
Credit in respect of share-based _ _ 440 . 440
payments
Tax charge relating to share option _ _ 20 . 20
scheme
Interim dividend paid ’ — — (35,000) — (35,000)
, — — (34,540). — (34,540)
;‘; 1351 December 2014 and 1 January 2,500 10,000 140,123 (68,268) 84,355
Profit for the year . — — 36,451 e 36,451
Total comprehensive income for the :
year ended 31 December 2015 _ _ 36,451 T 36,451
Transactions with owners:
Credit in respect of share-based _ _ 578 . 578
payments
" Tax charge relating to share option _ _ 271 . 271
scheme
Interim dividend paid — — (37,000) — (37,000)
— - (36,151) — (36,151)
At 31 December 2015 2,500 10,000 140,423 (68,268) 84,655

Disclosure of share capital can be found in note 23.

A description of each reserve is gi\/en in note 24.
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BALANCE SHEET
As at 31 . As at 31
December 2015 December 2014
Note £'000 £000

Assets '
Non-current assets: 4
Property, plant and equipment 14 256,437 281,174
Trade and other receivables 16 296 315.

256,733 281,489
Current assets '
Assets held for disposal
Trade and other receivables 16 13,059 12,887
Cash and cash’equivalents 17 4,979 6,916
Assets held for disposal 18 . 36,406

54,444 19,803
Total assets 311,177 301,292
Equity : _—
‘Share capital 23 2,500 2,500
Share premium account 10,000 10,000
Other reserve (68,268) (68,268)
Retained profits 140,423 140,123
Total equity - 84,655 . 84,355
Liabilities '
Non-current liabilities .
Trade‘ and other payables 19 130,096 119,190
Borrowings 21 8,192 13,224
Deferred income 20 14,493 14,716
Deferred tax liability 13 14,828 17,302

167,609 164,432
Current liabilities
Trade and other payables 19 20,121 20,189
Deferred income 20 16,297 22,133
Liébilities held for disposal . 18 10,909 ‘ —
Provisions for other liabilities and charges 22 960 —
Current income tax liability 5,594 5,326
Borrowings 21 5,032 4,857 -

' 59,913 52,505

Total liabilities 226,522 216,937
Total equity and liabilities 311,177 301,292

The financial statements ‘were approved by the board of Directors and authorised for issue on 5
September 2016 and signed on its behalf by: :

Director
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STATEMENT OF CASH FLOWS

Year ended Year ended .
. 31 December 31 December
2015 2014
Note £'000 £000
Cash inflow from operations 25 68,854 62,789
Interest received ' 4 20
Interest paid (3,497) (802)
Interest element of finance lease payments (574) (722)
Taxation paid (7,443) (9,570)
Net cash flow from operating activities 57,344 51,715
Cash flows from investing activities
Purchase of property, plant and equipment (30,088) ~ (30,041)
Net cash used in investing activities ' (30,088) (30,041)
Cash flows from financing activities ' .
Proceeds from borrowings - 2,898
Repayment of finance leases (4,857) (4,697)
Inter—corhbany funding drawn-down 12,665 16,790
Dividends paid to company’s sharehoiders 31 (37,000) ' (35,000)
Net cash outflow from financing activities . (29,192) (20,009)
:l:ltj i(;iae;::'i:se)llncrease in cash and cash (1,936) 1665
Effects of foreign exchange rate change (1) (20)
Cash and cash equivalents at beginning of year 6,916 5,271
Cash and cash equivalents at end of year 17 4,979 6,916

11
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NOTES TO THE FINANCIAL STATEMENTS
1. General information

TélecityGroup UK Limited is a limited company incorporated, and domiciled, in the United Kingdom and
has Sterling as its presentation and functional currency. TelecityGroup UK Limited operates in the internet
infrastructure facilities and associated services industry.

2. Summary of significant accounting policies

The principal accounting policies adopted in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented.

2.1 Basis of preparation

The financial statements of the Company have been prepared in accordance with EU endorsed

_International Financial Reporting Standards ('IFRS’), IFRIC interpretations and the Companies Act 2006
applicable to companies reporting under IFRS. The financial statements have been prepared under the
historical cost convention and on a going concern basis.

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the Company’s accounting policies. The areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the financial statements are disclosed in note 3.

A number of new standards, amendments and interpretations have been issued but are not effective for A
the financial year beginning 1 January 2015 and have not been early adopted. To the extent they are not
relevant to the Company, they have been excluded from the following summary:

IFRS 9, ‘Financial instruments’ addresses the classification, measurement and derecognition of financial
assets and financial liabilities. When adopted, the standard is not expected to have a material effect on
the Company'’s results.

IFRS 15, ‘Revenue from contracts with customers’ establishes principles for reporting information to users
of financial statements about the nature, amount, timing and uncertainty about revenue and cash flows
arising from the entity’s contracts with customers. When adopted, the standard is not expected to have a
material effect on the Company’s results.

2.2 Foreign currencies

Transactions in currencies other than the Company’s functional currency are recorded at the rates of
exchange prevailing on the dates of the transactions. Monetary assets and liabilities denominated in
foreign currencies at the balance sheet date are retranslated at the rates ruling at that date. These
translation differences are disclosed in the income statement.

Non-monetary items carried at fair value that are denominated in foreign currencies are translated at the
rates prevailing at the date when the fair value was determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not retranslated. Exchange differences arising on the
retranslation of non-monetary items carried at fair value are included in the income statement for the year
except for differences arising on the retranslation of non-monetary items in respect-of which gains and
losses are recognised directly in equity. For such non-monetary items, any exchange component of that
gain or loss is also recognised directly in equity.

12
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2, Summary of significant accounting policies (continued)

2.3 Property, plant and equipment

Property, plant and equipment is stated at cost less accumulated depreciation. The cost of property, plant
and equipment comprises their purchase cost, together with the costs of installation and directly
attributable external and internal costs, such as staff and property rentals, incurred during the construction
or commissioning phase. Additions to property, plant and equipment also include capitalised finance costs.
When property, plant and equipment is acquired as part of a business combination, the cost of such assets
is deemed to be their fair value at the date of acquisition.

The principal periods over which assets are depreciated are:

Leasehold improvements . 7-30 years straight-line
Plant and machinery 5-20 years straight-line
Office equipment 3-5 years straight-line

Depreciation of the above assets is calculated from the date an asset becomes available for use, so as to
write off the difference between the cost and the residual value over its expected useful economic life. The
expected period of the property leases in which an asset is located is taken into account when determining
useful economic life of the asset. ‘

Assets in the course of construction are not depreciated until they are operational. At this time such assets
are transferred into the appropriate asset class and depreciated over the expected useful economic lives
referred to above. The assets’ residual values and useful lives are reviewed on an annual basis and, if
appropriate, adjusted on.a prospective basis.

The assets’ residual values and useful lives are reviewed on an annual basis and, if appropriate, adjusted
on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as
owned assets or, where shorter, over the term of the relevant lease. ‘

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognised in the income statement.

Impairment of non-financial assets

The Company assesses at each reporting date whether an asset may be impaired. If any such indicator
exists, the Company tests for impairment by estimating the recoverable amount. If the recoverable amount
is less than the carrying value of an asset, an impairment loss is required.

2.4 Financial assets

Financial assets are recognised on the Company’s balance sheet when the Company becomes a party to
. the contractual provisions of the instrument.

Financial assets are classified as loans and receivables. The classification is determined by management
upon initial recognition, and it is based on the purpose for which the financial assets were acquired.

Loans and receivables
Loans and receivables comprise mainly trade and other receivables and cash and cash equivalents.

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest rate method, less provision for impairment. A provision for impairment of
trade receivables is established when there is objective evidence that the Company will not be able to
collect all amounts due according to the original terms of the receivables. '

Cash and cash equivalents includes cash in hand and deposits held on call with banks. Bank overdrafts
are shown within borrowings in current liabilities on the balance sheet.-Bank overdrafts that are repayable
on demand and form an integral part of the Company’s cash management are included as a component of
cash and cash equivalents for the purpose of the cash flow statement.

~ 13
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2, Summary of significant accounting policies (continued)

2.4 Financial assets (continued)

Effective interest rate method

The effective interest rate method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period.

Impairment of fnanclal assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets
are impaired where there is objective evidence that, as a result of one or more events that occurred after
the initial recognition of the financial asset, the estimated future cash flows of the investment have been
impacted.

Objective evidence of impairment could include:

» significant financial difficulty of the issuer or counterparty; -
» default or delinquency in interest or principal payments; or
* it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are subsequently assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include the Company’'s past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period,
as well as observable changes in national or local economic conditions that correlate with default on
receivables. A specific provision will also be raised for trade receivables when there is objective evidence
that the Company will not be able to collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation, and default or delinquency in payments (more than 90 days’' overdue) are
considered indicators that the trade receivable is impaired. Increases to the provision are charged to the
income statement.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the financial
asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of a
provision account. When a trade receivable is considered uncollectible, it is written off against the
provision account. Subsequent recoveries of amounts previously written off are credited against the
provision account. Changes in the carrying amount of the provision account are recognised in the income
statement.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the
assets have expired or have been transferred and the Company has transferred substantially all the risks
and rewards of ownership. If the Company neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Company recognises its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Company retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company
continues to recognise the financial asset and also recognises a collateralised borrowing for the proceeds
received.

14
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2. Summary of significant accounting policies (continued)

2.5 Financial liabilities and equity instruments issued by the Company

Financial liabilities and equity instruments are classified according to. the substance of the contractual
arrangements entered into.

Equity instruments

An equity instrument is any contract that evidences a residual interest.in the assets of an entity after
deducting all of its liabilities. Equity instruments issued by the Company are recorded at the proceeds
received, net of direct issue costs.

Trade payables ‘
Trade payables are recognised initially at fair value and are subsequently measured at amortised cost
using the effective interest rate method.

- Other financial liabilities :

Other financial liabilities are initially measured at fair value, net of transaction costs. Other financial
liabilities are subsequently measured at amortised cost using the effective interest method, with interest
expense recognised on an effective yield basis.

Borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received, net of direct issue costs.

Finance charges, including premiums payable on settlement or redemption and direct issue costs, are

accounted for on an accruals basis in the income statement using the effective interest rate method and

are added to. the carrying amount of the instrument to the extent that they are not settled in the year in
- which they arise.

Finance and operating leases

Leasing agreements which transfer to the Company substantially all the benefits and risks of ownership of
. an asset are classified as a finance lease and treated as if the asset had been purchased outright. The
~ assets are included in property, plant and equipment and the capital element of the leasing commitments
is shown within obligations under finance leases. The lease rentals are treated as consisting of capital and
interest elements. The capital element is applied to reduce the outstanding obligations and the interest
element is charged to the income statement in proportion-to the reducing capital element outstanding.

Leases that are not classified as finance leases are treated as operating leases. Costs in respect of
operating leases are charged on a straight-line basis over the term of the lease. Benefits received by the
Company as an incentive to sign the lease are spread on a straight-line basis over the lease term, or to the
first break clause, if sooner.

Effective interest rate method
The effective interest rate method is a method of calculating the amortised cost of a financial liability and of
allocating .interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period.

Derecognition of financial liabilities
The Company derecognises financial liabilities when, and only when, the Company's obligations are
discharged, cancelled or they expire.

2.6 Provisions

Provisions are recognised when the Company 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 measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as
interest expense.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2. Summary of significant accounting policies (continued)

2.7 Reinstatement costs

At the inception of the lease and annually thereafter, the Directors assess the cost of restoring leasehold
premises to their original condition at the end of the lease and the likelihood of such costs actually being
incurred. If the likelihood of this liability arising is judged to be possible, rather than probable, it is disclosed
as a contingent liability. When assessing the likelihood of this liability arising, the Directors take into
account the terms of the lease. If the likelihood of this liability is judged to be probable and can be reliably
estimated, the discounted cost of the liability is included in leasehold improvements and is depreciated
“over the duration of the lease.

2.8 Revenue

Revenue represents the value of goods and services supplied to customers during the year, excluding
value added tax and other sales related taxes. Where invoices are raised in advance for contracted
services, the revenue is spread over the period of the service and deferred income is recognised on the
balance sheet. '

Colocation revenues arise from the leasing of the Group's infrastructure assets and are recognised on a
straight-line basis over the period of the contract.

Generally, revenue from services is recognised when the service is provided. When services are required.
before related colocation services can be provided, revenue from service contracts is bundied with the
related colocation revenues and the entire amount recognised over the course of the contracts as the
services are provided.

2.9 Share-based payments

Telecity Group Limited (formerly Telecity Group plc) (together with its subsidiaries, ‘The Group’) issues
equity-settied share-based payments to certain employees under the terms of the long-term incentive
plans. Equity-settled share-based payments are measured at fair value at the date of grant. The fair value
determined, using the Black Scholes or Monte Carlo models, at the grant date of equity-settled
share-based payments is expensed on a straight-line basis over the vesting perlod based on an estimate
of the number of shares that will ultimately vest.

Non-market vesting conditions, which for the Group mainly relate to the continual employment of the
employee during the vesting period, are taken into account by adjusting the number of equity instruments
expected to vest at each balance sheet date so that, uitimately, the cumulative amount recognised over
the vesting period is based on the number of options that eventually vest. Any market vesting conditions
are factored into the fair value of the options granted. Where the terms and conditions of options are
modified before they vest, the increase in the fair value of the options, measured immediately before and
after the modification, is also charged to the income statement over the remaining vesting period. Where
equity instruments are granted to persons other than employees, the income statement is charged with the
fair value of goods and services received.

To the extent that share options are granted to employees of the Group’s subsidiaries without charge, the
share option charge is capitalised as part of the cost of investment in subsidiaries.

2.10 Pensions

The Company is a membef of the defined contribution personal pension operated by Telecity Group
Limited (formerly Telecity Group plc) for all Company employees. Contributions are made in accordance
with the scheme rules and are expensed to the income statement as incurred.

2.11 Finance inccme

Finance income arising from bank deposits is recognised in the income statement on an accruals basis.
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- NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
2, Summary of significant accounting policies (continued)

2.12 Finance costs

Finance costs of debt are recognised in the income statement over the term of such instruments at a
constant rate on the carrying amount.

Finance costs which are directly attributable to the construction of property, plant and equipment are
capitalised as part of the cost of those assets. The commencement of capitalisation begins when both
finance costs and expenditures for the asset are being incurred, and activities that are necessary to get the
asset ready for use are in progress. Capitalisation ceases when substantially all the activities that are
necessary to get the asset ready for use are complete.

2.13 Exceptional items

Exceptional items are those significant items which are separately dlsclosed by virtue of their size, nature
or incidence to enable a full understanding of the Company’s financial performance.

2.14 Taxation

"The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as
reported in the income statement because it excludes items of income or expense that are taxable or
deductible in other years and it further excludes items that are never taxable or deductible. The Company’s
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary differences and deferred tax assets are
recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary
difference arises from the initial recognition of goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a transaction that affects neither the tax profit nor
the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, except where the Company is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged or credited in the income statement, except when it
relates to items charged or credited directly to equity, in which case the deferred tax is also dealt with in
equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax

assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the Company intends to settle its current tax assets and liabilities on a net basis.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

~ 3. Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of income and expenses during the reporting period. Although these
estimates are made by management based on the best available evidence, due to events or actions,
actual results ultimately may differ from those estimates. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrylng amounts of assets and liabilities within the
next financial year are discussed below:

* Property, plant and equipment depreciation — estimated remaining useful lives and residual values
are reviewed annually. The carrying values of property, plant and equipment are also reviewed for
impairment where there has been a trigger event by assessing the present value of estimated future
cash flows through use compared with net book value. The calculation of estimated future cash flows
and residual values is based on the Directors’ best estimates of future prices, output and costs and is
therefore subjective.

+ Dilapidations provisions — Ilabllltles in respect of obligations to restore premises to their original
condition are estimated at the commencement of the lease and are reviewed every six months. The
actual cost of these may be different depending upon whether the Company renews the lease.

* Deferred taxation — full provision is made for deferred taxation, as required under IAS 12, ‘Income
taxes’, at the rates of tax prevailing at the year end dates unless different future rates have been
substantively enacted. Deferred tax assets are recognised where it is probable that they will be
recovered, and as such are subjective. ,

* Share-based payments - the Company issues equity-settled share-based payments to certain
employees under the terms of the long-term incentive plans. Equity-settled share-based payments are
measured at fair value at the date of grant. The fair value at the grant date is determined using either
the Black Scholes or the Monte Carlo models, and is expensed on a straight-line basis over the vesting
period, based on an estimate of the number of shares that will ultimately vest. The value of the expense
is dependent upon certain key assumptions including the expected future volatility rate of the
Company's share price at the date of grant.

4. Revenue

The Company derives its revenue from the provision of colocation and related services.
5. Directors’ emoluments

The Directors’ emoluments in total and the emoluments of the highest paid Director were as follows:

Year ended Year ended

31 December 2015 31 December 2014

£000 £'000

Salaries and benefits ' 557 ' 315
Pension costs — defined contribution plans 16 . 16
573 T 331

Certain Directors are also Directors of Telecity Group Limited (Telecity Group. plc) are remunerated for
their services to the Group as a whole and it is not practicable to allocate their remuneration to each
subsidiary company. The total remuneration of these Directors is disclosed in the annual report of Telecity
Group Limited and is excluded from this note.

Post-employment beneﬂts comprise contributions to defined contribution pension schemes. Retirement
benefits are accruing from the Company for 1 Director (2014: 1)

The highest paid Director earned £573;000 (2014: £331,000).

No payment for compensation will be provided by the Company for loss of office to any Director.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6. Employee information

The averaAge monthly number of persons employed by the Company, including Directors, during the year
was:

Year ended Year ended
31 December 2015 31 December 2014
Number Number
By activity ‘

Operations ' 202 202
Sales and marketing . . 38 : 32
Administration . 33 26
273 260
£000 £'000

Staff costs (for the above persons) including redundancy costs | . '
Wages and salaries , ' A 13,673 : 12,147
Social security costs » ' : 1,708 : 1,499
- Pension payments — defined contribution plans . . 357 304
Share-based payments 578 440
16,316 14,390

The directors comprise the key management of the company.
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6. Employee information (continued)

The share-based payment charge is in respect of share options over the shares of Telécity Group
Limited (formerly Telecity Group pic) that have been granted to the Company’s employees. The followmg
share options and performance shares were outstanding at the year end:

At 31 December 2015

At 31 December 2014

Total
Exercise Not Total Not  outstand-
price Expiry Vested vested outstand- vested vested ing
£ date  (‘000) (‘000) ing (‘000) ('000) ('000) ('000)
2008 :
Performance 212 Oct200b1e5r‘ 6 — 6 6 —_ 6
share plan
2012
Performance na  Febreay — — — - 62 62
share plan
2012 enhanced
performance N/A  April 2022 — — — — 34 34
share plan
2012 share ) .
save scheme 7.09 April 2016 — — — — 56 56
2013 long term February _ . _ .
incentive plan N/A 2023 114 114 126 126
2013 sﬁare ;
save scheme 6.94 April 2017 — 20 20 — 44 44
2014 long term February _ _ ‘
incentive plan N/A 2024 179 179 173 173
2014 share March
save scheme 5.93 2018 — 127 127 — 161 161
2015 LTIP- N/A  June 2025 — 43 43 — — —
2015 RSP N/A  June 2025 — 21 21 — — —
Total 6 504 510 . 6 656 . 662

The weighted average exercise price of vested share options is £2.12 (2014: £2.12).

The movement in share options during the year is shown below:

2015 2014
Weighted average Weighted average

exercise price per Number of share exercise price per Number of share
share options share options
£ ‘000 £ ‘000
At 1 January -6.25 267 6.74 106
Granted e - 5.93 161
Transferred in 6.58 (84) — —
Exercised 7.09 (30) - —
At 31 December '5.91 153 6.25 267
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

6. Employee information (continued)

In addition to the above, the moverﬁent in nil-cost performanée shares from the Performance Share Plan

was as follows: .
2015

2014

- Number of Number of

performance performance

shares shares

‘000 ‘000

At 1 January ‘395 349
Granted 79 177
Lapsed (117) (131)
At 31 December 357 395

The average share price during the year was £10.14 (2014: £7.33).

Performance shares granted during the current and previous year were valued using the Monte Carlo
option-pricing model. The fair value per option granted and the assumptions used in the calculation are as

follows: :
Grant date November 2015 February 2015 November 2014 February 2014
Sharesave Performance Sharesave Performance
shares shares
Share price (£) 10.75 10.75 7.40 6.53
Exercise price (£) Nil Nil 5.93 nil
Expected volatility 30.2 30.2 27.2 31.5
Expected life (years) 3.0 3.0 3.0 3.0
Risk free rate 0.91 0.91 0.97 1.05
Expected dividend yield 13 13 16 ‘1.8
Fair value per option (£) 7.55 7.55 1.69 2.78

Market condition features were incorporated into the Monte Carlo models for the total shareholder return
elements of the long-term incentive plan, in determining the fair value at grant date. Assumptions used in

these models were as follows:

February February

2015 2014

% %

Average share price volatility FTSE 250 comparator group 26 31
16 32

Average correlation FTSE 250 comparator group

The expected Telecity Group Limited (formerly Telecity Group plc) share price volatility was determined
taking into account daily share price movements over a three year period. The risk free return has been
determined from market yield curves of government gilts with outstanding expected terms for each

relevant grant.

The charge arising from share-based payments is disclosed above.

21



TELECITYGROUP UK LIMITED
Registered number 3607764
Annual report and financial statements
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7. Finance income

Year ended Year ended

31 December 2015 31 December 2014

£°000 £'000

Bank and other interest 4 20
8. Finance costs :
: Year ended Year ended

31 December 2015 . 31 December 2014

. £000 £'000

Interest payable on intergroup loan 4,469 3,149
Interest payable on finance leases 575 722
Other interest payable 33 35
Less interest capitalised (note 14) (1,005) (2,383)
4,072 1,523

_Interest is capitalised in respect of borrowings that are funding assets in the course of construction. The

interest rate charged on the capitalised interest was 1.49% (2014: 3.5%).

9. Other financing items

Year ended Year ended
31 December 2015 31 December 2014
£000 £000
Foreign exchange loss on cash balances (1) (20)
10. Auditors’ remuneration v
Year ended Year ended
31 December 2015 31 December 2014
£000 £'000
Auditors’ remuneration for:
- the auditing of Company’s financial statements 51 51

11. Exceptional items

Exceptional items of £560,000 relate to the costs of exiting a lease during 2016. Operating activity at the

site ceased in 2014.
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12. Exbenses by nature

Year ended Year ended

31 December 2015 31 December 2014

£000 £'000

Electricity costs ' : _ 16,745 19,655
Property costs 24,052 23,953
Staff and staff-related costs © 18,145 15,248
Depreciation expense ' 19,955 16,928
Other costs ' . 23,272 17,857
102,169 : 93,641
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13. Income tax

Year ended Year ended
31 December 31 December
2015 2014
£'000 £'000
Current tax:

Current tax on prpﬁt for the year 7,823 © 8,948
Charge in respect of group relief received from fellow gi’oup combanies 3,756 3,095
Adjustments in respect of prior yéars (3,852) (3,882)
Total current tax - 7,727 8,161

Deferred tax:
Origination and reversal of temporary differences 1,688 2,907
Impact of change in UK tax rate ’ (1,853) (732)
Adjustments in respect of prior years (68) (229).
Total deferred tax (233) 1,946
Total income tax charge . 7,494 10,107

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the
weighted average tax rate applicable to profits of the Company as follows:

Year ended Year ended
31 December 31 December
2015 2014
£'000 £000
Profit before tax . 43,945 51,601
Profit before tax multiplied by the standard rate of corporation tax in the 8.898 11 094
UK of 20.25% (2014: 21.5%) ’ '
ltems not taken into account for tax purposes and other timing
. (34) 119
differences
Adjustments in respect of prior years (3,920) (4,111)
Charge in respect of group relief reéceived from fellow group companies 3,756 3,095
Impact of non-deductible expenditure ) 647 642
Re-measurement of deferred tax: impact of change in the UK tax rate .(1 ,853) (732)
Total tax charge 7,494 10,107 .

The standard rate of corporation tax in the UK changed from 21% to 20% with effect from 1 April 2015.

Accordingly, the Group’s UK profits for 2015 were taxed at an effective rate of 20.25%.

Furthermore, in July 2015, the UK government announced that the future tax rate would reduce to 19% on
1 April 2017, followed by a further reduction to 18% on 1 April 2018. The relevant deferred tax balances at
31 December 2015 have been re-measured at the rates at which the deferred tax balances are forecast to
reverse.

At the year end the Company recognised a net deferred tax liability of £16,814,000 (2014: £17,302,000)
in respect of accelerated tax depreciation, partially off-set by share-based payment tax timing differences.
The deferred tax assets and liabilities have been offset only when the amounts are expected to reverse in
similar periods and the amounts would be available for offset. '
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13. Income tax (continued)

The analysis of deferred tax assets and deferred tax liabilities is as follows:

Year ended Year ended
31 December 2016 31 December 2014
' £000 £'000
Deferred tax assets:

- Deferred tax assets to be recovéred after more than 12 months 435 63
. 435 63

Deferred tax liabilities:
- Deferred tax liabilities to be recovered after more than 12 months '(17,249) (17,365)
(17,249) (17,365)
Deferred tax liabilities (net) (16,814) (17,302)
Deferred tax liabilities — continuing business (14,828) (17,302)
Deferred tax liabilities — liabilities held for disposal (note 18) (1,986) —_
Deferred tax liabilities (net) (1 7,302)

(16,814)

The analysis of deferred income tax assets and Iiabilities,'withqut taking into consideration the offsetting

of individual balances, is as follows:

Share-based

Accelerated payment

tax timing
Onerous lease depreciation difference Total
£000 £000 £'000 ~_£000
At 1 January 2014 253 ~ (15,641) 12 (15,376)

Credited/(charged) to income statement " (253) (1,724) 31 (1,946) .

Charged directly to equity —_ — 20 20
At 31 December 2014 —_ (17,365) 63 (17,302)
Credited/(charged) to income statement —_ 116 117 233
Liabilities held for disposal (note 18) —_ 1,986 - 1,986
Charged directly to equity — — 255 255
At 31 December 2015 — (15,263) 435 (14,828)

Of the share-based timing difference closing deferred tax asset, £160,000 (2014: £43,000) had been
recognised through the Income Statement and £275,000 (2014: £20,000) had been recognised via equity.

Deferred tax assets are recognised for tax losses to the extent that the realisation of the related tax
" benefit through future taxable profits is probable.
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14. Property, plant and equipment

Assets in the
course of Leasehold Plant and Office

construction improvements machinery equipment Total
£000 £'000 £'000 £'000 £'000

Cost )
At 1 January 2014 69,080 92,298 238,237 5,587 405,202
Additions 13,160 785 15,075 67 29,087
Disposals — (3,970) (16,085) (457) (20,512)
Transfers (7,120) 865 6,255 — -
At 31 December 2014 | 75,120 89,978 243,482 5197 413,777
Additions i 13,127 - 4,502 10,846 1,290 29,765
Assets held for disppsal (2,626) (28,758) (73,570) (1,290) (106,244)
Transfers (29,970) — 5125 24,845 —_
| At 31 December 2015 55,651 65,722 185,883 30,042 337,298

. Accumulated depi’eciation '
At 1 January 2014 — 39,977 91,417 4,793 13§,187
Charge for year — 3,321 13,402' 205 16,928
Disposals — (3,970) (16,085) (457) (20,512)
At 31 December 2014 - 39,328 88,734 4,541 132,603
Charge for year - 3,729 15,050 1176 19,955
Assets held for disposal — (24,203) (46,194) (1,300) (71,697)
At 31 December 2015 —_ 18,854 57,590 4,417 80,861
Net book value

At 31 December 2015 55,651 46,868 128,293 25,625 256,437
At 31 December 2014 75,120 - 50,650 154,748 656 281,174
At 1 January 2014 69,080 52,321 146,820 794 269,015

The net book value of assets held under finance lease at 31 December 2015 is £24,495,000 (2014:

£25,734,000).

Included within additions to assets in the course of construction for the year are capitalised finance costs,
incurred at an average rate of 1.49% (2014: 3.5%), and other costs (principally rent and rates incurred
during the construction or commissioning phase) in respect of the Company’s new data centres totalling

£1,005,000 and £3,519,000 respectively (2014: £2,383,000 and £2,141,000).
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15. Financial instruments

Categories of financial instruments

Details of the significant accounting policies and methods adopted, mcIudmg the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognised in respect of each
class of financial asset, financial liability and equity instrument are disclosed in the accounting policies.

" The book value of the Company’s financial instruments at the year end is shown below;

31 December 2015

3.1 December 2014

£'000 £000
Financial assets '
Loans and receivables:
Trade receivables - net 16 7,788 5,851
Other receivables 16 279 595
Accrued income 16 1,148 1,113
Cash and cash equivalents 17 4,979 6,916
Total financial assets 14,194 14,475
Financial liabilities
Amortised cost
Trade payables 18 5,113 5,104
Other payables and accruals 18 9,951 13,266
"Amounts due to fellow Group companies 18 132,503 119,798
Total financial liabilities 147,567

16. Trade and other receivables

31 December 2015

138,168

31 December 2014

£000 £'000
Current

Trade receivables — gross 7,986 6,237
Impairments (198) (386)
Trade receivables - net 7,788 5,851
Other receivables 245 280
Prepayments 3,878 5,643
Accrued income 1,148 1,113
13,059 12,887

Non-current
Rental deposit 262 281
Other receivables 34 34
296 315

K

The Directors consider the carrying values of these assets to approximate to their fair values due to their
short maturity period. £307,000 (2014: £146,000) of the trade and other receivables are denominated in
Eurds and the remainder in Sterling.
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16. Trade and other receivables (continued)

Due to effective credit control procedures, the Company is not significantly exposed to the risk of bad debt.
In addition, the Company’s up-front billing cycle mearis that customers are due to pay in advance of
receiving the service. The following disclosures are in respect of trade receivables that are either impaired
or past their due date. The credit quality of the remaining trade receivables is considered good.

Included within trade receivables is an amount of £3,616,000 (2014: £2,388,000) in respect of amounts
which are past their due date. These relate to a number of independent customers for whom there is
considered to be little risk of default and therefore such amounts have not been impaired. The ageing
analysis of these amounts is shown below:

31 December 31 December

2015 2014

£000 £'000

Up to 3months 4 3,252 ' 2,284
3 to 6 months 364 104
‘ 3,616 2,388

The impairment balance above relates to receivables with a gross value of £198,000 (2014: £390,000).
The individually impaired receivables mainly relate to customers which are in unexpectedly difficult
economic situations. Any impairment.is assessed on a customer by customer basis following a detailed
review of the particular circumstances. To the extent they have not been specifically provided against, the
trade receivables are considered to be of sound credit rating. The ageing analysis of these amounts is

shown below:

31 December

31 December

2015 2014

£'000 £000

Up to 3 months 141 285

3 to 6 months 36 31

More than six months - 21 74
198 390

Movements on the provision for impairment of trade receivables are as follows:

31 December

31 December

- 2015 2014

£'000 £000

At 1 January , . 386 369
(Reductionj/increase in provision for receivables impairment 34 141
Receivables written off during the.year aé uncolleétible (222) (124)
386

At 31 December 198

The Company holds deposits of £1,371,000 (2014: £365,000) as security aQainst the trade receivables.
The impairment of trade receivables is charged and included within the other administrative costs in the

income statement on page 9.
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17. Cash and cash equivalents

31 December 31 December

2015 2014

£000 £'000

Cash at bank and in hand 4,979 6,916

18. Assets and liabilities held for disposal

On 15 January 2016 the entire share capital of Telecity Group Limited (formerly Telecity Group plc) was
acquired by Equinix, Inc. The acquisition required clearance from the European Commission, to obtain this
clearance the Group and Equinix agreed to divest seven of the TelecityGroup data centres including four
owned by the Company. At 31 December 2015 the sales process was actively underway and therefore the
assets and liabilities identified for disposal are presented in the balance sheet held for sale.

On 1 April 2016 the Company disposed these assets and liabilities to TelecityGroup UK LON Limited, a
company also wholly owned by TelecityGroup International Limited for a price of £411,500,000.

31 December

2015

£'000
Property plant and equipment : : 34,547
Other receivables 88
Prepayments 1,771
Assets held for disposal 36,406
Deferred income 7,586
Deferred income tax liability : 1,986
Accruals 1,196
Other payables 141
Liabilities held for disposal 10,909
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19. Trade and other payables

31 December 31 December

2015 2014

Current £'000 £:000
Trade payables 5,113 5,104
Amounts due to fellow Group companies 2,407 608
Other payables 1,548 1,835
Taxation and social security 2,650 1,211
Accruals 8,403 11,431
20,121 . 20,189

‘The Directors consider the carrying values of these liabilities to approximate to their fair values due to
their short maturity period. The carrying amount of the Company’'s trade and other payables are

denominated in Sterling.

31 December 31 December

2015 2014

Non-current £'000 £000
Amounts due to fellow Group companies 130,096 119,190

The Directors consider the carrying values of these liabilities to approximate to their fair value as they

attract a market rate of interest that is linked to LIBOR.

20. Deferred income

31 December

31 December

) 2015 2014
Current £000 £:000
Deferred revenue . 15,797 21,633
Deferred lease incentive 500 500
16,297 22,133

Non-current *
Deferred revenue 2,160 1,883
Deferred lease incentive 12,333 12,833
14,493 14,716
Total deferred income 30,790 36,849
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21. Borrowings

31 December

31 Decémber

2015 2014
_Obligations under finance leases £000 £'000
Current 5,032 4,857
Non-current 8,192 13,224
13,224 -18,081

The maturity profile of the borrowings is set out below:
’ 31 December 31 December
2015 2014
£000 £'000
Within one year ‘5,432 5,432
In one to two years 5432 5432
In two to three years 2,070 5,432
In three to four years 473 2,189
In four to five years 473 473
After five years’ 79 433
Gross borrowings " 13,959 19,391
Less future interest (735) (1,310)
Net borrowings 1 3,224 18,081

The Directors consider the carrying value of the borrowings to approximate their fair values as they attract

a market rate of interest.

22. Provisions for other liabilities and charges

Dilapidations Onerous leases Total

£000 £°000 £:000

At1January 2014 - ' 1,558 1,203 2,761
Release unused ‘ : (333) (348) _ (681)
Utilised (1,225) (855) (2,080)
At-1 January 2015 | - - -
Utilised : 960 - 960
At 31 December 2015 960 - 960

The dilapidation provision relates to the estimated cost of returning one of the Group s properties to its '

onglnal condition at the expiry of the lease within the next 12 months.

23. Share capital

31 December 31 December
2015 2014
£000 £000
Allotted and fully paid
2,500 ° 12,500

2,500,502 ordinary (2014: 2,500,502) shares of £1 each
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24. Reserves

Share capital represents the nominal.value of the shares issues by the Company.

Retained profits represent the realised and unrealised gains and losses made by the Company.
Share premium account represents the amounts over nominal value in respect of shares issued.

The Other reserve arose on the acquisition of the trade and assets of fellow Group companles and
represents the difference between the net assets acquired and consideration paid.

25. Cash flow from operations

Reconciliation of profit before tax to net cash flow from operations:

Year ended Year ended

31 December 2015 31 December 2014

£000 £000

Profit before tax : 43,945 51,601
Add finance costs , 4,072 1,623
Less finance income (4) (20)
Add other financing items ' : . 1 . 20
Depreciation charge ' 19,955 16,928
Share-based payments 579 446
Movement in receivables : (2,011) . (498)
Movements in trade and other payables (669) o (2,181)
Movement in deferred income 2,026 ' (2,263)
Movement in provisions 960 (2,761)
68,854 . 62,789
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26. Net debt

The Company’s net debt and gearing are shown below:

L December 31 December

2015 2014

‘Note £°000 £000

Amount owed to fellow Group companies — non current ' © 18 130,096 119,190
Borrowings : 20 13,224 18,081
Cash and cash equivalents 17 (4,979) (6,916)
Net debt 138,341 130,355
Total equity 84,967 84,355
Total capital 223,308 214,710
Gearing ratio 62% 61%
31 December 31 December
_ 2015 2014
Reconciliation of net debt: £000 £000
{Decrease)fincrease in cash and cash equivalents (1,936) 1,665
Cash outflow from movement in debt (4,291) (15,374)
(Increase)/decrease in current Group payables 18 (1,759) 191
Other non-cash movements in net debt - (20)
Change in net debt (7,986) (13,538)
Net debt at the beginning of the year (130,355)‘ (116,817)
Net debt at the end of the year (138,341) (130,355)

27. Financial commitments

The Company had total future minimum lease payments under non-cancellable operating leases as

, follows:

Land and buildings -
31 December 2015

31 December 2014

£'000 £000
Within one year 16,509 15,905
Between two and five years 66,936 60,751
In more than five years - 301,789 294,324
385,234 370,980
Year ended Year ended
31 December 2015 31 December 2014
£000 £000
Operating lease payments incurred during the year
- property 17,614 22,038 -
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28. Capital commitments

Capital expenditure, in respect of property, plant and equipment, that had been contracted for but not
provided for in the financial statements at 31 December 2015 amounted to £5,744,000 (2014:
£4,335,000).

29. Contingent liabilities

At 31 December 2015 the estimated discounted cost of reinstating leasehold properties at the end of
leases in accordance with the lease contracts amounted to £3,930,000 (2014: £3,930,000). In addition to
this, £960,000 (2014: £nil) is recorded within provisions (note 21). The leases expire over a period of up to
27 years. When assessing the likelihood of this liability arising, the Directors take into account the terms of
the lease. If the likelihood of this liability arising is judged to be probable and can be reliably estimated, the
discounted cost of the liability is included in leasehold improvements and is depreciated over the duration
of the lease. .

30. Related party transactions

During the year, the following transactions had. occurred between the Company and other TelecnyGroup
companies:

TelecityGroup International Limited charged the Company £5,661,000 (2014: £4,789,000) in respect of the
provision of services. At the year end an amount of £2,039,000 was owed to TelecityGroup International
Limited (2014: £544,000 owed to TelecityGroup International Limited).

The Company has an intergroup loan. with TelecityGroup Investments Limited. During the year the
Company was charged £4,469,000 (2014: £3,149,000) in respect of interest. At the year end an amount of
£130,096,000 was owed to TelecityGroup Investments Limited (2014: £119,190,000).

During the year the Company purchased colocation services from other Group companies at arm’s length
prices. The value of services purchased and any amounts outstanding at the year end are shown below:

Year ended 31 December 2015 Year ended 31 December 2014

Value of services Year-end Value of services Year-end

purchased balance- " purchased balance

£'000 £'000 ) £'000 £'000

TelecityGroup France 602 50 585 33

TelecityGroup Netherlands 1,784 162 891 27

TelecityGroup Germany - 478 _ 98 421 46
TelecityGroup ltalia . - - - ' (42)

TelecityGroup Sweden 73 17 - : -

TelecityGroup Poland 236 a0 - -

Key management as defined by IAS 24 are considered to comprise the Directors of the Company The
remuneration of the Directors is disclosed in note 5. .
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31. Dividends
2015 2014
£'000 ) £'000
Equity - ordinary . A
Interim paid: 14.797p (2014: 13.997p) per £1 share ’ 37,000 - 35,000
37,000 35,000

32. Immediate and ultimate parent undertaking

At 31 December 2015 the Company’'s immediate parernt undertaking was TelecityGroup International
Limited and its -ultimate parent company and ultimate controlling party was Telecity Group Limited
(formerly TelecityGroup plc), a company incorporated in Great Britain and registered in England and
Wales. Copies of the Group financial statements may be obtained from the Company Secretary, Telecity
Group plc, Masters House, 107 Hammersmith Road, London, W14 0QH. The largest and smallest group in
which the results of the Company are consolidated is that headed by Telecity Group Limited (formerly
Telecity Group plc).

33. Post balance sheet events

On 16 January 2016 the entire share capital of the ultimate parent company, Telecity Group plc, was
acquired by Equinix, Inc. On 18 January 2016 the listing of TelecityGroup Shares on the premium listing
segment of the Official List and the main market of the London Stock Exchange was cancelled and the
- Company ceased to be known as Telecity Group plc and became Telecity Group Limited.

The acquisition required clearance from the European Commission, to obtain this clearance the Group and
Equinix agreed to divest seven of the TelecityGroup data centres including four owned by the Company.
At 31 December 2015 the sales process-was actively underway and therefore the assets and liabilities
identified for disposal are presented in the balance sheet held for sale.

On 1 April 2016 the Company disposed these assets and liabilities to TelecityGroup UK LON Limited, a

company also wholly owned by TelecityGroup International Limited for a price of £327,298,850 realising a
gain of approximately £303,000,000. ’
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