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PART I - FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements
EQUINIX, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)
September 30, December 31,

2018 2017
(Unaudited)
Assets
Current assets:
Cash and cash equivalents $870,486 $1,412,517
Short-term investments 15,415 28,271
Accounts receivable, net of allowance for doubtful accounts of $16,378 and $18,228 662,401 576,313
Other current assets 258,685 232,027
Total current assets 1,806,987 2,249,128
Long-term investments — 9,243
Property, plant and equipment, net 10,682,826 9,394,602
Goodwill 4,852,549 4,411,762
Intangible assets, net 2,383,377 2,384,972
Other assets 562,332 241,750
Total assets $20,288,071 $18,691,457
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued expenses $739,117 $719,257
Accrued property, plant and equipment 276,314 220,367
Current portion of capital lease and other financing obligations 98,219 78,705
Current portion of mortgage and loans payable 73,288 64,491
Current portion of senior notes 150,557 —
Other current liabilities 123,824 159,914
Total current liabilities 1,461,319 1,242,734
Capital lease and other financing obligations, less current portion 1,386,260 1,620,256
Mortgage and loans payable, less current portion 1,327,477 1,393,118
Senior notes, less current portion 8,318,782 6,923,849
Other liabilities 634,060 661,710
Total liabilities 13,127,898 11,841,667
Commitments and contingencies (Note 9)
Stockholders' equity:
Common stock, $0.001 par value per share: 300,000,000 shares authorized; 80,390,472 31 79
and 79,038,062 shares outstanding
Additional paid-in capital 10,592,960 10,121,323
Treasury stock, at cost; 397,120 and 402,342 shares (145,216 ) (146,320 )
Accumulated dividends (3,145,430 ) (2,592,792 )
Accumulated other comprehensive loss (922,148 ) (785,189 )
Retained earnings 779,926 252,689
Total stockholders' equity 7,160,173 6,849,790
Total liabilities and stockholders' equity $20,288,071 $18,691,457

See accompanying notes to condensed consolidated financial statements.
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EQUINIX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Three Months Ended Nine Months Ended

September 30, September 30,

2018 2017 2018 2017

(Unaudited)
Revenues $1,283,751 $1,152,261 $3,761,571 $3,168,207
Costs and operating expenses:
Cost of revenues 660,309 582,360 1,934,540 1,573,524
Sales and marketing 157,920 157,619 471,898 428,112
General and administrative 206,902 185,336 620,548 558,090
Acquisition costs (1,120 ) 2,083 33,932 31,510
Gain on asset sales (6,013 ) — (6,013 ) —
Total costs and operating expenses 1,017,998 927,398 3,054,905 2,591,236
Income from operations 265,753 224,863 706,666 576,971
Interest income 2,912 2,291 11,480 9,820
Interest expense (130,566 ) (121,828 ) (391,516 ) (352,554 )
Other income (expense) 3,744 (1,076 ) 9,546 545
Gain (loss) on debt extinguishment 1,492 (22,156 ) (39,214 ) (42,103 )
Income before income taxes 143,335 82,094 296,962 192,679
Income tax expense (18,510 ) (2,194 ) (41,625 ) (24,912 )
Net income $124,825  $79,900 $255,337  $167,767
Earnings per share ("EPS"):
Basic EPS $1.56 $1.02 $3.21 $2.20
Weighted-average shares for basic EPS 79,872 78,055 79,533 76,283
Diluted EPS $1.55 $1.02 $3.19 $2.18
Weighted-average shares for diluted EPS 80,283 78,719 79,956 76,948
Cash dividends declared per common share $2.28 $2.00 $6.84 $6.00

See accompanying notes to condensed consolidated financial statements.
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EQUINIX, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

Net income

Other comprehensive income (loss), net of tax:

Foreign currency translation adjustment ("CTA") gain (loss), net of tax
effect of $(942), $0, $5,043 and $0

Net investment hedge CTA gain (loss), net of tax effect of $0, $0,
$1,637 and $0

Unrealized gain (loss) on available-for-sale securities, net of tax effect
of $0, $(108), $0 and $(178)

Unrealized gain (loss) on cash flow hedges, net of tax effects of
$(2,061), $4,379, $(12,459) and $17,670

Net actuarial gain on defined benefit plans, net of tax effects of $(4),
$(4), $(14) and $(14)

Total other comprehensive income (loss), net of tax

Comprehensive income, net of tax

See accompanying notes to condensed consolidated financial statements.
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Three Months Ended Nine Months Ended

September 30, September 30,
2018 2017 2018 2017
(Unaudited)

$124,825 $79,900 $255,337 $167,767

(77,566 ) 100,909 (352,948 ) 408,830

27,214 (60,723 ) 180,694 (191,121)
— 245 — 85 )
6,184 (13,070 ) 37,384 (52,468 )

14 13 35 39

(44,154 ) 27,374 (134,835 ) 165,195
$80,671 $107,274 $120,502 $332,962
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Nine Months Ended
September 30,
2018 2017
(Unaudited)
Cash flows from operating activities:
Net income $255,337 $167,767
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 767,182 622,135
Stock-based compensation 139,849 129,602
Amortization of intangible assets 153,443 128,068
Amortization of debt issuance costs and debt discounts and premiums 10,609 20,100
Provision for allowance for doubtful accounts 4,886 6,889
Gain on asset sales (6,013 ) —
Loss on debt extinguishment 39,214 42,103
Other items 13,040 3,437
Changes in operating assets and liabilities:
Accounts receivable (85,126 ) (202,430 )
Income taxes, net (32,876 ) (53,608 )
Other assets (22,409 ) 29,046
Accounts payable and accrued expenses 4,782 44,952
Other liabilities 14,879 6,293
Net cash provided by operating activities 1,256,797 944,354
Cash flows from investing activities:
Purchases of investments (55,181 ) (57,926 )
Sales of investments 74,376 32,867
Business acquisitions, net of cash and restricted cash acquired (829,185 ) (3,628,526 )
Purchases of real estate (136,612 ) (64,964 )
Purchases of other property, plant and equipment (1,415,509 (946,048 )
Proceeds from sale of assets, net of cash transferred 12,154 47,767
Net cash used in investing activities (2,349,957 (4,616,830 )
Cash flows from financing activities:
Proceeds from employee equity awards 50,103 41,625
Payment of dividends and special distribution (554,742 ) (463,914 )
Proceeds from public offering of common stock, net of issuance costs 273,873 2,126,341
Proceeds from senior notes 929,850 2,449,700
Proceeds from loans payable 424,650 1,059,800
Repayments of capital lease and other financing obligations (89,655 ) (60,252 )
Repayments of mortgage and loans payable (429,498 ) (63,520 )
Repayment of senior notes — (500,000 )
Debt extinguishment costs (20,556 ) (23,020 )
Debt issuance costs (12,218 ) (56,886 )
Other financing activities — (900 )
Net cash provided by financing activities 571,807 4,508,974
Effect of foreign currency exchange rates on cash, cash equivalents and restricted cash (30,944 ) 26,450
Net increase (decrease) in cash, cash equivalents and restricted cash (552,297 ) 862,948
Cash, cash equivalents and restricted cash at beginning of period 1,450,701 773,247
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Cash, cash equivalents and restricted cash at end of period

Cash and cash equivalents

Current portion of restricted cash included in other current assets

Non-current portion of restricted cash included in other assets

Total cash, cash equivalents, and restricted cash shown in the condensed consolidated
statement of cash flows

See accompanying notes to condensed consolidated financial statements.
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$898,404

$870,486
17,287
10,631

$898,404

$1,636,195

$1,599,988
25,079
11,128

$1,636,195
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.Basis of Presentation and Significant Accounting Policies

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared by Equinix, Inc.
("Equinix" or the "Company") and reflect all adjustments, consisting only of normal recurring adjustments, which in
the opinion of management are necessary to fairly state the financial position and the results of operations for the
interim periods presented. The condensed consolidated balance sheet data as of December 31, 2017 has been derived
from audited consolidated financial statements as of that date. The condensed consolidated financial statements have
been prepared in accordance with the regulations of the Securities and Exchange Commission ("SEC"), but omit
certain information and footnote disclosure necessary to present the statements in accordance with generally accepted
accounting principles in the United States of America ("U.S. GAAP"). For further information, refer to the
Consolidated Financial Statements and Notes thereto included in Equinix’s Form 10-K as filed with the SEC on
February 26, 2018. Results for the interim periods are not necessarily indicative of results for the entire fiscal year.
Consolidation

The accompanying unaudited condensed consolidated financial statements include the accounts of Equinix and its
subsidiaries, including the acquisitions of Metronode from April 18, 2018, Infomart Dallas from April 2, 2018, Itconic
from October 9, 2017, the Zenium data center from October 6, 2017, the Verizon data center business from May 1,
2017, and the IO UK data center operating business from February 3, 2017. All intercompany accounts and
transactions have been eliminated in consolidation.

Income Taxes

The Company elected to be taxed as a real estate investment trust for federal income tax purposes ("REIT") beginning
with its 2015 taxable year. As a result, the Company may deduct the distributions made to its stockholders from
taxable income generated by the Company and its qualified REIT subsidiaries ("QRSs"). The Company’s dividends
paid deduction generally eliminates the U.S. taxable income of the Company and its QRSs, resulting in no U.S.
income tax due. However, the Company's taxable REIT subsidiaries ("TRSs") will continue to be subject to income
taxes on any taxable income generated by them. In addition, the foreign operations of the Company will continue to be
subject to local income taxes regardless of whether the foreign operations are operated as QRSs or TRSs.

The Company provides for income taxes during interim periods based on the estimated effective tax rate for the year.
The effective tax rate is subject to change in the future due to various factors such as the operating performance of the
Company, tax law changes and future business acquisitions.

The Company's effective tax rates were 14.0% and 12.9% for the nine months ended September 30, 2018 and 2017,
respectively. The increase in the effective tax rate for the nine months ended September 30, 2018 as compared to the
same period in 2017 is primarily due to increased profits in higher tax rate jurisdictions, which is partially offset by a
release of valuation allowance as a result of a legal entity reorganization in the Company’s Americas region during the
nine months ended September 30, 2018.

The Company’s accounting for deferred taxes involves weighing positive and negative evidence relating to the
realizability of deferred tax assets in each tax jurisdiction. A release of valuation allowance results in the recognition
of certain deferred tax assets and a decrease to income tax expense for the period in which the event occurs. The
Company recognized a tax benefit of approximately $33.0 million in the nine months ended September 30, 2018 as a
result of concluding that the valuation allowances were no longer required in certain foreign jurisdictions after
considering such evidence as the nature, frequency, severity of current and cumulative financial reporting losses, and
sources of future taxable incomes and tax planning strategies.

7
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

Legislation commonly referred to as the Tax Cuts and Jobs Act (“TCJA”), which was signed into law on December 22,
2017, amended the existing U.S. federal income tax laws. Among other things, the TCJA reduced the U.S. corporate
income tax rate from 35% to 21% effective January 1, 2018, limited the tax deductibility of interest expense,
accelerated expensing of certain business assets and transitioned the U.S. international taxation from a worldwide tax
system to a territorial tax system by imposing a one-time mandatory repatriation of undistributed foreign earnings.
The Company recognized an income tax expense of $6.5 million during the fourth quarter of 2017, which was a
provisional amount related to the re-measurement of the net deferred tax assets in the U.S. TRS as a result of the
reduced corporate income tax rate. At the end of the current quarter, the Company is still in the process of finalizing
its U.S. income tax return for the U.S. TRS entities. The Company will conclude whether any adjustments are required
to its net deferred tax asset balance in the U.S. when it files its 2017 U.S. federal tax return in the fourth quarter of
2018. Any adjustments to these provisional amounts will be reported as a component of tax expense (benefit) in the
reporting period when such adjustments are determined.

Recent Accounting Pronouncements

Accounting Standards Not Yet Adopted

In August 2017, Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU") No.
2017-12 Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities. This
ASU was issued to improve the financial reporting of hedging relationships to better portray the economic results of
an entity’s risk management activities in its financial statements and to simplify the application of the hedge
accounting guidance in current GAAP. This ASU permits hedge accounting for risk components involving
nonfinancial risk and interest rate risk, requires an entity to present the earnings effect of the hedging instrument in the
same income statement line item in which the hedged item is reported, no longer requires separate measurement and
reporting of hedge ineffectiveness, eases the requirement for hedge effectiveness assessment, and requires a tabular
disclosure related to the effect on the income statement of fair value and cash flow hedges. This ASU is effective for
annual or any interim reporting periods beginning after December 15, 2018 with early adoption permitted. The
Company will adopt the standard on January 1, 2019 and is currently evaluating the impact that the adoption of this
standard will have on its consolidated financial statements, including its accounting policies, processes and systems.
In June 2016, FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit
Losses on Financial Instruments. The ASU requires the measurement of all expected credit losses for financial assets
held at the reporting date based on historical experience, current conditions, and reasonable and supportable forecasts.
The ASU requires enhanced disclosures to help investors and other financial statement users better understand
significant estimates and judgments used in estimating credit losses, as well as the credit quality and underwriting
standards of an organization's portfolio. These disclosures include qualitative and quantitative requirements that
provide additional information about the amounts recorded in the financial statements. In addition, the ASU amends
the accounting for credit losses on available-for-sale debt securities and purchased financial assets with credit
deterioration. The ASU is effective for fiscal years, and interim periods within those fiscal years, beginning after
December 15, 2019, with early adoption permitted for all organizations for fiscal years, and interim periods within
those fiscal years, beginning after December 15, 2018. The Company expects this ASU to impact its accounting for
allowances for doubtful accounts and is currently evaluating the extent of the impact that the adoption of this standard
will have on its consolidated financial statements, including its accounting policies, processes and systems.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) ("ASU 2016-02") and issued subsequent
amendments to the initial guidance. Under the new guidance, lessees will be required to recognize the following for
all leases (with the exception of short-term leases) at the commencement date: (1) a lease liability, which is a lessee's
obligation to make lease payments arising from a lease, measured on a discounted basis; and (2) a right-of-use asset
("ROU"), which is an asset that represents the lessee's right to use, or control the use of, a specified asset for the lease
term. The standard allows entities to adopt with one of two methods: the modified retrospective transition method or
the alternative transition method. The Company currently anticipates adopting the standard using the alternative

11
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transition method, under which the Company will recognize the cumulative effects of initially applying the standard as
an adjustment to the opening balance of retained earnings in the period of adoption. The new guidance is effective for
fiscal years beginning after December 15, 2018, including interim periods within those fiscal years, with early
adoption permitted. The Company will adopt the standard on January 1, 2019.

In adopting the new guidance, the Company expects to elect the package of practical expedients which allows the
Company not to reassess (1) whether any expired or existing contracts contain leases under the new definition of a
lease; (2) the lease classification for any expired or existing leases; and (3) whether previously capitalized initial direct
costs would qualify for capitalization under ASC 842. The Company also expects to elect the land easements practical
expedient which permits the

8
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

Company not to assess at transition whether any expired or existing land easements are or contain leases if they were
not previously accounted for as leases under Topic 840.

The Company expects that this standard will have a material effect on its financial statements including (1) the
recognition of new ROU assets and lease liabilities on its balance sheet for operating leases; (2) the de-recognition of
existing debt obligations and the corresponding financed assets in build-to-suit lease arrangements for which
construction was completed before the effective date and the recognition of new ROU assets and liabilities on
completion of construction, with a corresponding net adjustment to retained earnings on the effective date; and (3)
significant new disclosures about its leasing activities. The Company is currently evaluating the extent of the impact
that the adoption of this standard will have on its consolidated financial statements, including its accounting policies,
processes and systems.

Accounting Standards Adopted

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers ("ASU 2014-09") and issued
subsequent amendments to the initial guidance, collectively referred as "Topic 606." Topic 606 replaces most existing
revenue recognition guidance in U.S. GAAP. The core principle of Topic 606 is that an entity should recognize
revenue for the transfer of control of the goods or services equal to the amount that it expects to be entitled to receive
for those goods or services. Topic 606 requires additional disclosure about the nature, amount, timing and uncertainty
of revenue and cash flows arising from customer contracts, including significant judgments and changes in judgments.
On January 1, 2018, the Company adopted Topic 606 using the modified retrospective approach applied to those
contracts, which were not completed as of January 1, 2018, and recognized a net increase to the opening retained
earnings of $269.8 million, net of tax impacts. Results for reporting periods beginning after January 1, 2018 are
presented under Topic 606, while the comparative information has not been restated and continues to be reported
under accounting standards in effect for those periods.

In adopting the new guidance, the Company elected to apply the practical expedient which allows the Company, when
using the modified retrospective method of adoption, to not retrospectively restate contracts with multiple
modifications on a modification by modification basis. Instead, the Company will reflect the aggregate amount of all
modifications that occur before the beginning of the earliest period presented using the new standard. In addition,
where appropriate, the Company elected to apply the practical expedient to account for the new standard under the
portfolio approach as the Company reasonably expects that the effects of applying the guidance under the portfolio
approach will not differ materially from applying the guidance to individual contracts.

The most significant impacts to the Company from Topic 606 relate to installation revenue and costs to obtain
contracts. Under the new standard, the Company now recognizes installation revenue over the contract period rather
than over the estimated installation life as under the prior revenue standard. Under the new standard, the Company is
also required to capitalize and amortize certain costs to obtain contracts, rather than expense them immediately as
under the previous standard.

9
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

The cumulative effect of the changes made to the Company's consolidated January 1, 2018 balance sheet from the
adoption of Topic 606 was as follows (in thousands):

Balance at dAjéli(S)tmems Balance at
Balance Sheet December adoption of January 1,
31,2017 Topic 606 2018
Assets
Other current assets $232,027 $9,002 $241,029
Other assets (I 241,750 179,578 421,328
Liabilities
Other current liabilities 159,914 (16,215 ) 143,699
Other liabilities @ 661,710 (63,051 ) 598,659
Equity
Accumulated other comprehensive loss 3 (785,189 ) (1,930 ) (787,119 )
Retained earnings $252,689 $269,776  $522,465

0 Includes cumulative adjustments related to cost to obtain contracts, non-current contract assets and deferred tax
assets.

() Includes cumulative adjustments related to non-current deferred revenue and deferred tax liabilities.

() Includes cumulative adjustments related to CTA.

The following tables summarize the effects of adopting Topic 606 on the unaudited condensed consolidated financial

statement line items (in thousands, except per share data):

Balances
September ) without

Balance Sheets 3 0?2 018 Adjustments adoption of

Topic 606
Other current assets $258,685 $(9,358 ) $249,327
Total current assets 1,806,987 (9,358 ) 1,797,629
Other assets 562,332 (190,276 ) 372,056
Total assets $20,288,071 $(199,634 ) $20,088,437
Accounts payable and accrued expenses $739,117 $@3,110 ) $736,007
Other current liabilities 123,824 18,636 142,460
Total current liabilities 1,461,319 15,526 1,476,845
Other liabilities 634,060 67,996 702,056
Total liabilities 13,127,898 83,522 13,211,420
Accumulated other comprehensive loss (922,148 ) 7,056 (915,092 )
Retained earnings 779,926 (290,212 ) 489,714
Total stockholders' equity 7,160,173 (283,156 ) 6,877,017

Total liabilities and stockholders' equity $20,288,071 $(199,634 ) $20,088,437

10
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

(Unaudited)

Three
Months
Ended
September
30, 2018

Statements of Operations

Revenues
Sales and marketing

Income from operations 265,753 (8,388
Income before income taxes 143,335 (8,388
Income tax expense (18,510 ) (533
Net income $124,825  $ (8,921
Basic EPS $1.56 $(0.11
Diluted EPS $1.55 $(0.11

Statements of Cash Flow

Cash flows from operating activities:
Net income

Adjustments

$1,283,751 $ (3,186
157,920 5,202
Total costs and operating expenses 1,017,998 5,202

Balance
without
adoption of
Topic 606

$1,280,565
163,122
1,023,200
257,365
134,947
(19,043
$115,904
$1.45
$1.44

Adjustments to reconcile net income to net cash provided by operating

activities:

Changes in operating assets and liabilities:
Income taxes, net

Other assets

Other liabilities

Net cash provided by operating activities

11

Nine

Months Bz.llance
Ended Adjustments w1th0}1t
adoption of
September Topic 606
30, 2018
$3,761,571 $(9,543 ) $3,752,028
471,898 12,880 484,778
3,054,905 12,880 3,067,785
706,666 (22,423 ) 684,243
296,962 (22,423 ) 274,539
) (41,625 ) 1,987 (39,638 )
$255,337  $(20,436 ) $234,901
$3.21 $(0.26 ) $2.95
$3.19 $(0.25 ) $2.94
Vet
Ended Adjustments w1th0}1t
adoption of
September Topic 606
30, 2018
$255,337  $(20,436 ) $234,901
(32,876 ) 27 (32,849 )
(22,409 ) 10,565 (11,844 )
14,879 9,844 24,723
$1,256,797 $— $1,256,797
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

The Company also adopted the following standards during 2018, none of which had a material impact to the
Company's condensed consolidated financial statements or financial statement disclosures:
Standards Description EffeCtl‘VC Dae fmd .
Adoption Consideration
This ASU was issued primarily to provide clarity and reduce
both diversity in practice and cost and complexity when
applying the guidance in Topic 718 to a change to the terms
ASU 2017-09 or conditions of a share-based payment award. This ASU
Compensation—Stock affects any entity that changes the terms or conditions of a  January 1, 2018
Compensation (Topic 718) share-based payment award. This ASU provides guidance
about which changes to the terms or conditions of a
share-based payment award require an entity to apply
modification accounting in Topic 718.

This ASU was issued primarily to improve the presentation
of net periodic pension cost and net periodic post-retirement
benefit cost. This ASU requires that an employer reports the
service cost component in the same line item or items as
other compensation costs arising from services rendered by

ASU 2017-07 the pertinent employees during the period. It also requires
Compensation—Retirement the other components of net periodic pension cost and net  January 1, 2018
Benefits (Topic 715) periodic post-retirement benefit cost to be presented in the

income statement separately from the service cost
component and outside a subtotal of income from
operations, if one is presented. Additionally, only the service
cost component is eligible for capitalization, when
applicable.

This ASU is to clarify the scope of the non-financial asset
guidance in Subtopic 610-20 and to add guidance for partial
sales of non-financial assets. This ASU defines the term in

ASU 2017-05 Other substance non-financial asset and clarifies that non-financial

Income—Gains and Losses fromassets within the scope of Subtopic 610-20 may include

the Derecognition of non-financial assets transferred within a legal entity to a January 1, 2018
Non-Financial Assets counterparty. The ASU also provides guidance on the

(Subtopic 610-20) accounting for what often are referred to as partial sales of

non-financial assets within the scope of Subtopic 610-20 and
contributions of non-financial assets to a joint venture or
other non-controlled investee.

ASU 2017-04 Intangibles - This ASU is to simplify the subsequent measurement of The Company elected
Goodwill and Other (Topic goodwill. The ASU eliminates step 2 from the goodwill to early adopt this ASU
350): Simplifying the Test for impairment test and the requirements for any reporting unit  on a prospective basis,
Goodwill Impairment. with a zero or negative carrying amount to perform a effective January 1,
qualitative assessment and, if it fails that qualitative test, to  2018.
perform step 2 of the goodwill impairment test. An entity
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Instruments- Overall (Subtopic
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still has the option to perform the qualitative assessment for
a reporting unit to determine if the quantitative impairment
test is necessary.

This ASU provides new guidance to assist entities with
evaluating when a set of transferred assets and activities is a
business. The definition of a business affects many areas of
accounting including acquisitions, disposals, goodwill, and
consolidation.

This ASU requires the recognition of the income tax
consequences of an intra-entity transfer of an asset other
than inventory when the transfer occurs.

This ASU requires all equity investments to be measured at
fair value with changes in the fair value recognized through
net income other than those accounted for under equity
method of accounting or those that result in consolidation of
the investees. The ASU also requires that an entity present
separately in other comprehensive income the portion of the
total change in the fair value of a liability resulting from a
change in the instrument-specific credit risk when the entity
has elected to measure the liability at fair value in
accordance with the fair value option for financial
instruments.

The Company adopted
this standard on a
prospective basis,
effective January 1,
2018. The adoption of
this standard may
impact the accounting
of future transactions.

January 1, 2018

The Company adopted
this standard using the
modified retrospective
method, effective
January 1, 2018 and
recorded a net increase
to retained earnings of
$2.1 million.
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2.Revenue

Revenue Recognition

Equinix derives more than 90% of its revenues from recurring revenue streams, consisting primarily of (1) colocation,
which includes the licensing of cabinet space and power; (2) interconnection offerings, such as cross connects and
Equinix Exchange ports; (3) managed infrastructure solutions and (4) other revenues consisting of rental income from
tenants or subtenants. The remainder of the Company’s revenues are from non-recurring revenue streams, such as
installation revenues, professional services, contract settlements and equipment sales. Revenues are recognized when
control of these products and services is transferred to its customers, in an amount that reflects the consideration it
expects to be entitled to in exchange for the products and services. Revenues by service lines and geographic areas are
included in segment information (see Note 11).

Revenues from recurring revenue streams are generally billed monthly and recognized ratably over the term of the
contract, generally one to three years for IBX data center colocation customers. Non-recurring installation fees,
although generally paid upfront upon installation, are deferred and recognized ratably over the contract term.
Professional service fees and equipment sales are recognized in the period when the services were provided. For the
contracts with customers that contain multiple performance obligations, the Company accounts for individual
performance obligations separately if they are distinct or as a series of distinct obligations if the individual
performance obligations meet the series criteria. Determining whether products and services are considered distinct
performance obligations that should be accounted for separately versus together may require significant judgment.
The transaction price is allocated to the separate performance obligation on a relative standalone selling price basis.
The standalone selling price is determined based on overall pricing objectives, taking into consideration market
conditions, geographic locations and other factors. Other judgments include determining if any variable consideration
should be included in the total contract value of the arrangement such as price increases.

Revenue is generally recognized on a gross basis in accordance with the accounting standard related to reporting
revenue on a gross basis as a principal versus on a net basis as an agent, as the Company is primarily responsible for
fulfilling the contract, bears inventory risk and has discretion in establishing the price when selling to the customer.
To the extent the Company does not meet the criteria for recognizing revenue on a gross basis, the Company records
the revenue on a net basis. Revenue from contract settlements, when a customer wishes to terminate their contract
early, is generally treated as a contract modification and recognized ratably over the remaining term of the contract, if
any.

The Company guarantees certain service levels, such as uptime, as outlined in individual customer contracts. If these
service levels are not achieved due to any failure of the physical infrastructure or offerings, or in the event of certain
instances of damage to customer infrastructure within the Company’s IBX data centers, the Company would reduce
revenue for any credits or cash payments given to the customer. Historically, these credits and cash payments have
generally not been significant.

As a result of certain customer agreements being priced in currencies different from the functional currencies of the
parties involved, under applicable accounting rules, the Company is deemed to have foreign currency forward
contracts embedded in these contracts. The Company assessed these embedded contracts and concluded them to be
foreign currency embedded derivatives (see Note 5). These instruments are separated from their host contracts and
held on the Company’s condensed consolidated balance sheet at their fair value. The majority of these foreign currency
embedded derivatives arise in certain of the Company’s subsidiaries where the local currency is the subsidiary’s
functional currency and the customer contract is denominated in the U.S. dollar. Changes in their fair values are
recognized within revenues in the Company’s condensed consolidated statements of operations.

13
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Contract Balances
The timing of revenue recognition, billings and cash collections result in accounts receivables, contract assets and
deferred revenues. A receivable is recorded at the invoice amount, net of an allowance for doubtful account and is
recognized in the period when the Company has transferred products or provided services to its customers and when
its right to consideration is unconditional. Payment terms and conditions vary by contract type, although terms
generally include a requirement of payment within 30 to 45 days. In instances where the timing of revenue recognition
differs from the timing of invoicing, the Company has determined that the Company's contracts generally do not
include a significant financing component. The Company assesses collectability based on a number of factors,
including past transaction history with the customer and the credit-worthiness of the customer. The Company
generally does not request collateral from its customers although in certain cases the Company obtains a security
interest in a customer’s equipment placed in its IBX data centers or obtains a deposit. The Company also maintains an
allowance for doubtful accounts for estimated losses resulting from the inability of its customers to make required
payments for which the Company had expected to collect the revenues. If the financial condition of the Company’s
customers were to deteriorate or if they became insolvent, resulting in an impairment of their ability to make
payments, greater allowances for doubtful accounts may be required. Management specifically analyzes accounts
receivable and current economic news and trends, historical bad debts, customer concentrations, customer
credit-worthiness and changes in customer payment terms when evaluating revenue recognition and the adequacy of
the Company’s reserves. Any amounts that were previously recognized as revenue and subsequently determined to be
uncollectable are charged to bad debt expense included in sales and marketing expense in the condensed consolidated
statements of operations. A specific bad debt reserve of up to the full amount of a particular invoice value is provided
for certain problematic customer balances. An additional reserve is established for all other accounts based on the age
of the invoices and an analysis of historical credits issued. Delinquent account balances are written off after
management has determined that the likelihood of collection is not probable.
A contract asset exists when the Company has transferred products or provided services to its customers, but customer
payment is contingent upon satisfaction of additional performance obligation. Certain contracts include terms related
to price arrangements such as price increases and free months. The Company recognizes revenues ratably over the
contract term, which could potentially give rise to contract assets during certain periods of the contract term. Contract
assets are recorded in other current assets and other assets in the condensed consolidated balance sheet.
Deferred revenue (a contract liability) is recognized when the Company has an unconditional right to a payment
before it transfers goods or services to customers. Deferred revenue is included in other current liabilities and other
liabilities, respectively, in the condensed consolidated balance sheet.
The following table summarizes the opening and closing balances of the Company's accounts receivable; contract
asset, current; contract asset, non-current; deferred revenue, current; and deferred revenue, non-current (in thousands):

Contract Contract Deferred Deferred

Accounts
receivable 2SS€L asset, revenue, revenue,

current non-current current —non-current
Beginning balances as of January 1,2018 () $576,313 $9,002 $ 16,186 $71,085 $ 53,101
Closing balances as of September 30, 2018 662,401 9,543 15,950 73,688 48,051
Increase/(decrease) $86,088 $541 $(236 ) $2,603 $(5,050 )

() Includes cumulative adjustments made to these accounts on January 1, 2018 from the adoption of Topic 606.

The difference between the opening and closing balances of the Company's accounts receivable, contract assets and
deferred revenues primarily results from the timing difference between the satisfaction of the Company's performance
obligation and the customer's payment, as well as business combinations closed during the nine months ended
September 30, 2018. The amounts of revenue recognized during the nine months ended September 30, 2018 from the
opening deferred revenue balance was $70.1 million. For the three and nine months ended September 30, 2018, no
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impairment loss related to contract balances was recognized in the condensed consolidated statement of operations.
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Contract Costs

Direct and indirect costs solely related to obtaining revenue contracts are capitalized as costs of obtaining a contract,
when they are incremental and if they are expected to be recovered. Such costs consist primarily of commission fees
and sales bonuses, as well as indirect related payroll costs. Contract costs are amortized over the estimated period of
benefit on a straight-line basis. The Company elected to apply the practical expedient which allows the Company to
expense contract costs when incurred, if the amortization period is one year or less.

The ending balance of net capitalized contract costs as of September 30, 2018 was $181.1 million, which was included
in other assets in the condensed consolidated balance sheet. For the three and nine months ended September 30, 2018,
$18.5 million and $53.8 million of contract costs were amortized, which were included in sales and marketing expense
in the condensed consolidated statement of operations.

Remaining performance obligations

As of September 30, 2018, approximately $5.7 billion of total revenues and deferred installation revenues are
expected to be recognized in future periods, the majority of which will be recognized over the next 24 months. While
initial contract terms vary in length, substantially all contracts thereafter automatically renew in one-year increments.
Included in the remaining performance obligations is either 1) remaining performance obligations under the initial
contract terms or 2) remaining performance obligations related to contracts in the renewal period once the initial terms
have lapsed. The remaining performance obligations do not include variable consideration related to unsatisfied
performance obligations such as the usage of metered power or any contracts that could be terminated without any
significant penalties such as the majority of interconnection revenues. The remaining performance obligations include
some leasing activities that are insignificant to the Company’s total operations.

The Company elected to apply the practical expedient that allows the Company not to disclose the remaining
performance obligations for variable consideration that is allocated to entirely unsatisfied performance obligations or
to a wholly unsatisfied distinct good or service that forms part of a single obligation.

3.Earnings Per Share

The following table sets forth the computation of basic and diluted earnings per share ("EPS") for the periods
presented (in thousands, except per share amounts):

Three Months Nine Months Ended

Ended September 30

September 30, ’

2018 2017 2018 2017
Net income $124,825 $79,900 $255,337 $167,767

Weighted-average shares used to calculate basic EPS 79,872 78,055 79,533 76,283
Effect of dilutive securities:

Employee equity awards 411 664 423 665
Weighted-average shares used to calculate diluted EPS 80,283 78,719 79,956 76,948

Basic EPS $1.56 $1.02 $3.21 $2.20

Diluted EPS $1.55 $1.02  $3.19 $2.18

The Company has excluded common stock related to employee equity awards in the diluted EPS calculation above of
290,000 shares and 73,000 shares for the three months ended September 30, 2018 and 2017, respectively, and 248,000
shares and 88,000 shares for the nine months ended September 30, 2018 and 2017, respectively, because their effect
would be anti-dilutive.

4. Acquisitions

2018 Acquisitions

On April 18, 2018, the Company acquired all of the equity interests in Metronode from the Ontario Teachers' Pension
Plan Board for a cash purchase price of A$1.033 billion or approximately $804.1 million at the exchange rate in effect
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2018 (the "Metronode Acquisition"). Metronode operated 10 data centers in six metro areas in Australia. The
acquisition supports the Company’s ongoing global expansion to meet customer demand in the Asia-Pacific region.
On April 2, 2018, the Company completed the acquisition of Infomart Dallas, including its operations and tenants,
from ASB Real Estate Investments (the "Infomart Dallas Acquisition"), for total consideration of approximately
$804.0 million. The consideration was comprised of approximately $45.8 million in cash, subject to customary
adjustments, and $758.2 million aggregate fair value of 5.000% senior unsecured notes (see Note 8). Prior to the
acquisition, a portion of the building was leased to the Company and was being used as its Dallas 1, 2, 3 and 6 data
centers, which were all accounted for as build-to-suit leases. Upon acquisition, the Company effectively terminated
the leases and settled the related financing obligations and other liabilities related to the leases for approximately
$170.3 million and $1.9 million, respectively, and recognized a loss on debt extinguishment of $19.5 million. The
acquisition of this highly interconnected facility and tenants adds to the Company’s global platform and secures the
ability to further expand in the Americas market in the future.

Both acquisitions constitute a business under the accounting standard for business combinations and, therefore, were
accounted for as business combinations using the acquisition method of accounting. Under the acquisition method of
accounting, the total purchase price is allocated to the assets acquired and liabilities assumed measured at fair value on
the date of acquisition.

A summary of the allocation of total purchase consideration is presented as follows (in thousands):

Infomart

Metronode Dallas
Cash and cash equivalents $3,206 $17,432
Accounts receivable 8,318 637
Other current assets 9,894 395
Property, plant, and equipment 297,092 355,217
Intangible assets 128,229 61,233
Goodwill 373,585 208,799
Deferred tax assets 4,112 —
Other assets (D 54,338 —
Total assets acquired 878,774 643,713
Accounts payable and accrued liabilities (17,104 ) (5,056 )
Other current liabilities (2,038 ) (2,141 )
Other liabilities (1 (55,581 ) 4,724 )
Net assets acquired $804,051 $631,792

In connection with the Metronode Acquisition, the Company recorded indemnification assets of $54.3 million,
(1)which represented the seller's obligation under the purchase agreement to reimburse pre-acquisition tax liabilities
settled after the acquisition.
The following table presents certain information on the acquired intangible assets (in thousands):

. Fair Estimated Useful Lives Weighted-average Estimated Useful Lives

Intangible Assets
Value (Years) (Years)

Customer relationships
(Metronode) $128,229 20.0 20.0
Customer relationships (Infomart 31195 20.0 20.0
Dallas)
In-place leases (Infomart Dallas) 19,959 3.6-7.5 6.8
Trade names (Infomart Dallas) 9,614 20.0 20.0
Favorable leases (Infomart Dallas) 465 36-75 7.0
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The fair value of customer relationships was estimated by applying an income approach, by calculating the present
value of estimated future operating cash flows generated from existing customers less costs to realize the revenue. The
Company applied discount rates of 7.3% for Metronode and 8.0% for Infomart Dallas, which reflected the nature of
the assets as they relate to the
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risk and uncertainty of the estimated future operating cash flows. Other assumptions used to estimate the fair value of
customer relationships included projected revenue growth, probability of renewal, customer attrition rates and
operating margins. The fair value of Infomart Dallas' trade name was estimated using the relief from royalty approach.
The Company applied a relief from royalty rate of 1.5% and a discount rate of 8.0%. The fair value of in-place leases
was estimated by projecting the avoided costs, such as the cost of originating the acquired in-place leases, during a
typical lease up period. The fair value measurements were based on significant inputs that are not observable in the
market and thus represent Level 3 measurements as defined in the accounting standard for fair value measurements.
The fair value of property, plant and equipment was estimated by applying the cost approach, with the exception of
land which was estimated by applying the market approach, for the Metronode Acquisition. For the Infomart Dallas
Acquisition, the fair values of land, building and personal property were estimated by applying the market approach,
residual income method and cost approach, respectively. The cost approach uses the replacement or reproduction cost
as an indicator of fair value. The premise of the cost approach is that a market participant would pay no more for an
asset than the amount for which the asset could be replaced or reproduced. The key assumptions of the cost approach
include replacement cost new, physical deterioration, functional and economic obsolescence, economic useful life,
remaining useful life, age and effective age. The residual income method estimates the fair value of the Infomart
Dallas building using an income approach less the fair values attributed to land, personal property, in-place leases and
favorable and unfavorable leases.

As of September 30, 2018, the Company had not completed the detailed valuation analysis of Metronode or Infomart
Dallas to derive the fair value of the following items including, but not limited to: property, plant and equipment,
intangible assets and related tax impacts; therefore, the allocation of the purchase price to assets acquired and
liabilities assumed is based on provisional estimates and is subject to continuing management analysis. During the
quarter ended September 30, 2018, the Company updated the preliminary allocation of purchase price for Metronode
and Infomart Dallas from the provisional amounts reported as of June 30, 2018. The adjustments made during the
three months ended September 30, 2018 primarily resulted in a decrease in property, plant and equipment of $10.1
million and an increase in goodwill and intangible assets of $5.0 million and $4.8 million, respectively, for Metronode
Acquisition. The adjustments for Infomart Dallas Acquisition primarily resulted in a decrease in property, plant and
equipment of $6.8 million and an increase in goodwill of $5.2 million. The changes in fair value of acquired assets
and liabilities assumed did not have a significant impact on the Company's results of operations for the three and nine
months ended September 30, 2018.

Goodwill represents the excess of the purchase price over the fair value of the net tangible and intangible assets
acquired and liabilities assumed. Goodwill is attributable to the workforce of the acquired business and the projected
revenue increase expected to arise from future customers after the Metronode and Infomart Dallas acquisitions.
Goodwill from the acquisition of Metronode is not amortizable for local tax purposes and is attributable to the
Company's Asia-Pacific region. Goodwill from the acquisition of Infomart Dallas is expected to be deductible for
local tax purposes and is attributable to the Company's Americas region. Operating results of Metronode and Infomart
Dallas have been reported in the Asia-Pacific and Americas regions, respectively.

The Company incurred acquisition costs of approximately $31.5 million for the nine months ended September 30,
2018 and insignificant acquisition costs for the three months ended September 30, 2018 for both acquisitions. For the
three months ended September 30, 2018, the Company's results of operations include $28.1 million of revenues and
insignificant net income from operations from the combined operations of Metronode and Infomart Dallas. For the
nine months ended September 30, 2018, the Company's results of operations include $52.1 million of revenues and
$2.7 million of net income from operations from the combined operations of Metronode and Infomart Dallas.

Certain Verizon Data Center Assets Acquisition

On May 1, 2017, the Company completed the acquisition of certain colocation business from Verizon consisting of 29
data center buildings located in the United States, Brazil and Colombia, for a cash purchase price of approximately
$3.6 billion (the "Verizon Data Center Acquisition"). The addition of these facilities and customers adds to the
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Company's global platform, increases interconnections and assists with the Company's penetration of the enterprise
and strategic markets, including government and energy.

The Company incurred acquisition costs of approximately $1.2 million and $27.6 million during the three and nine
months ended September 30, 2017, respectively.
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Purchase Price Allocation

The final purchase price allocation is as follows (in thousands):

Certain
Verizon
Data Center
Assets
Cash and cash equivalents $1,073
Accounts receivable 2,019
Other current assets 7,319
Property, plant, and equipment 840,335
Intangible assets (1) 1,693,900
Goodwill 1,095,262
Total assets acquired 3,639,908
Accounts payable and accrued liabilities (1,725 )
Other current liabilities (2,020 )
Capital lease and other financing obligations (17,659 )
Deferred tax liabilities (18,129 )
Other liabilities (5,689 )
Net assets acquired $3,594,686

The nature of the intangible assets acquired is customer relationships with an estimated useful life of 15 years.
Included in this amount is a customer relationship intangible asset for Verizon totaling $245.3 million. Pursuant to
the acquisition agreement, the Company formalized agreements to provide pre-existing space and services to
Verizon at the acquired data centers.

The fair value of customer relationships was estimated by applying an income approach. The Company applied
discount rates ranging from 7.7% to 12.2%, which reflected the nature of the assets as they relate to the risk and
uncertainty of the estimated future operating cash flows. Other assumptions used to estimate the fair value of customer
relationships include projected revenue growth, customer attrition rates, sales and marketing expenses and operating
margins. The fair value measurements were based on significant inputs that are not observable in the market and thus
represent Level 3 measurements as defined in the accounting standard for fair value measurements.

The fair value of property, plant and equipment was estimated by applying the cost approach, with the exception of
land which was estimated by applying the market approach. The cost approach is to use the replacement or
reproduction cost as an indicator of fair value. The assumptions of the cost approach include replacement cost new,
physical deterioration, functional and economic obsolescence, economic useful life, remaining useful life, age and
effective age.

Goodwill is attributable to the workforce of the acquired business and the projected revenue increase expected to arise
from future customers after the Verizon Data Center Acquisition. Goodwill is expected to be deductible for U.S. tax
purposes and is attributable to the Company's Americas region. For the three months ended September 30, 2018 and
2017, the Company's results of operations included the Verizon Data Center Acquisition's revenues of $133.3 million
and $137.0 million, respectively, and net income from operations of $35.1 million and $29.2 million, respectively. For
the nine months ended September 30, 2018 and 2017, Verizon Data Center Acquisition's revenues were $401.5
million and $223.7 million, respectively, and net income from operations were $105.2 million and $56.3 million,
respectively.

Other 2017 Acquisitions

In addition to the Verizon Data Center Acquisition, the Company also acquired Itconic and Zenium's data center
business during 2017. Acquisition costs incurred for these acquisitions during the three and nine months ended
September 30, 2018 were not significant to the Company's condensed consolidated statements of operations.
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On October 9, 2017, the Company completed the acquisition of Itconic for a cash purchase price of €220.5 million or
$259.1 million at the exchange rate in effect on October 9, 2017. Itconic was a data center provider in Spain and
Portugal, and also included CloudMas, an Itconic subsidiary which was focused on supporting enterprise adoption and
use of cloud services. Itconic’s operating results have been reported in the EMEA region following the date of
acquisition.
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The nature of the intangible assets acquired from the Itconic acquisition is customer relationships with an estimated
useful life of 15 years. The fair value of customer relationships was estimated by applying an income approach. The
Company applied a discount rate of 16.0%, which reflected the risk and uncertainty of the estimated future operating
cash flows. Other assumptions included projected revenue growth, customer attrition rates and operating margins. The
fair value measurements were based on significant inputs that are not observable in the market and thus represent
Level 3 measurements as defined in the accounting standard for fair value measurements. Goodwill is attributable to
the workforce of the acquired business and the projected revenue increase from future customers expected to arise
after the acquisition.

On October 6, 2017, the Company acquired Zenium's data center business in Istanbul for a cash payment of
approximately $92.0 million. Zenium's operating results have been reported in the EMEA region following the date of
acquisition. The nature of the intangible assets acquired from this acquisition is customer relationships with an
estimated useful life of 15 years.

During the three months ended September 30, 2018, the Company completed the detailed valuation analysis to derive
the fair value of assets acquired and liabilities assumed from the Itconic and the Zenium data center acquisitions and
updated the final allocation of purchase price from the provisional amounts reported as of December 31, 2017. The
adjustments for Zenium data center acquisition primarily resulted in an increase in property, plant and equipment of
$5.2 million and a corresponding decrease in other assets of $5.2 million. The adjustments for Itconic primarily
resulted in a decrease in property, plant and equipment of $3.6 million and an increase in goodwill of $2.6 million.
The changes in fair value of acquired assets and liabilities assumed did not have a significant impact on the Company’s
results of operations for the three and nine months ended September 30, 2018.

The final purchase price allocations for both acquisitions are as follows (in thousands):

Zenium
Itconic data

center
Cash and cash equivalents $15,659 $692
Accounts receivable 16,429 198
Other current assets 1,885 6,430
Property, plant, and equipment 64,499 58,931
Intangible assets 101,755 7,900
Goodwill 127,711 21,834
Other assets 4,025 313
Total assets acquired 331,963 96,298
Accounts payable and accrued liabilities (15,846 ) (1,012 )
Other current liabilities (12,374 ) (451 )
Capital lease and other financing obligations (30,666 ) —
Loans payable (3,253 ) —
Deferred tax liabilities (3,198 ) (2,227 )
Other liabilities (7,515 ) (614 )
Net assets acquired $259,111 $91,994

On February 3, 2017, the Company acquired IO UK's data center operating business in Slough, United Kingdom, for a
cash payment of £29.1 million or approximately $36.3 million at the exchange rate in effect on February 3, 2017 ("1O
Acquisition"). The acquired facility was renamed London 10 ("LD10") data center. LD10's operating results have
been reported in the EMEA region following the date of acquisition. As of December 31, 2017, the Company finalized
the allocation of purchase price for the acquisition.
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Goodwill from the acquisitions of Itconic, the Zenium data center and IO UK's data center is not deductible for local
tax purposes and is attributable to the Company's EMEA region. For the three months ended September 30, 2017, the
incremental revenues from the IO Acquisition were not significant and for the nine months ended September 30, 2017,
the incremental revenues were $4.0 million. The incremental net losses were not significant for both periods. For the
three and nine months ended September 30, 2018, the Company's results of operations include $21.5 million and
$63.6 million of revenues, respectively, from the combined operations of Itconic, the Zenium data center and IO UK's
data center and an insignificant net loss from operations.
Unaudited Pro Forma Combined Financial Information
The following unaudited pro forma combined financial information has been prepared by the Company using the
acquisition method of accounting to give effect to the Verizon Data Center Acquisition as though it occurred on
January 1, 2017. The incremental results of operations from the other acquisitions are not significant and are therefore
not reflected in the pro forma combined results of operations.
The Company completed the Verizon Data Center Acquisition on May 1, 2017. The unaudited pro forma combined
financial information for the three and nine months ended September 30, 2017 combine the actual results of the
Company and the actual Verizon Data Center Acquisition operating results for the period prior to the acquisition date
and reflect certain adjustments, such as additional depreciation, amortization and interest expense on assets and
liabilities acquired and acquisition financings.
The Company and Verizon entered into agreements at the closing of the Verizon Data Center Acquisition pursuant to
which the Company will provide space and services to Verizon at the acquired data centers. These arrangements are
not reflected in the unaudited pro forma combined financial information.
The unaudited pro forma combined financial information is presented for illustrative purposes only and is not
necessarily indicative of the results of operations that would have actually been reported had the acquisition occurred
on the above dates, nor is it necessarily indicative of the future results of operations of the combined company.
The following table sets forth the unaudited pro forma combined results of operations for the three and nine months
ended September 30, 2017 (in thousands, except per share amounts):

Three Nine

Months months

Ended ended

September September

30,2017 30,2017

Revenues $1,152,261 $3,309,381
Net income from operations 80,135 194,504
Basic EPS 1.03 2.50
Diluted EPS 1.02 2.48

5.Derivatives and Hedging Activities

Derivatives Designated as Hedging Instruments

Net Investment Hedges. The Company is exposed to the impact of foreign exchange rate fluctuations on its
investments in foreign subsidiaries whose functional currencies are other than the U.S. dollar. In order to mitigate the
impact of foreign currency exchange rates, the Company has entered into various foreign currency debt obligations,
which are designated as hedges against the Company's net investment in foreign subsidiaries. As of September 30,
2018 and December 31, 2017, the total principal amount of foreign currency debt obligations designated as net
investment hedges, were $4,190.8 million and $3,149.5 million, respectively. From time to time, the Company also
uses foreign exchange forward contracts to hedge against the effect of foreign exchange rate fluctuations on a portion
of its net investment in the foreign subsidiaries. For a net investment hedge, changes in the fair value of the hedging
instrument designated as a net investment hedge, except the ineffective portion and forward points, are recorded as a
component of accumulated other comprehensive income (loss) in the condensed consolidated balance sheet.
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The Company recorded pre-tax net foreign exchange gains of $27.2 million and $179.0 million in other
comprehensive income (loss) for the three and nine months ended September 30, 2018, respectively, and pre-tax net
foreign exchange losses of $60.7 million and $191.1 million in other comprehensive income (loss) for the three and
nine months ended September 30, 2017, respectively. The Company recorded no ineffectiveness from its net
investment hedges for the three and nine months ended September 30, 2018 and 2017.
Cash Flow Hedges. The Company hedges its foreign currency translation exposure for forecasted revenues and
expenses in its EMEA region between the U.S. dollar and the British Pound, Euro, Swedish Krona and Swiss Franc.
From time to time, the foreign currency forward and option contracts that the Company uses to hedge this exposure
are designated as cash flow hedges under the accounting standard for derivatives and hedging.
The Company enters into intercompany hedging instruments ("intercompany derivatives") with a wholly-owned
subsidiary of the Company in order to hedge certain forecasted revenues and expenses denominated in currencies
other than the U.S. dollar. Simultaneously, the Company enters into derivative contracts with unrelated third parties to
externally hedge the net exposure created by such intercompany derivatives.
The following disclosure is prepared on a consolidated basis. Assets and liabilities resulting from intercompany
derivatives have been eliminated in consolidation. As of September 30, 2018, the Company's cash flow hedge
instruments had maturity dates ranging from October 2018 to September 2020 as follows (in thousands):
Accumulated Other
Fair Value ) Comprehensive
Income (Loss) @ ®)
Derivative assets  $626,012 $ 29,965 $ 23,770
Derivative liabilities 135,194 (3,549 ) (6,190 )
Total $761,206 $ 26,416 $ 17,580

Notional
Amount

(1) All derivatives related to cash flow hedges are included in the condensed consolidated balance sheets within other
current assets, other assets, other current liabilities and other liabilities.

2 Included in the condensed consolidated balance sheets within accumulated other comprehensive income (loss).

3y The Company recorded a net gain of $11.0 million within accumulated other comprehensive income (loss) relating
to cash flow hedges that will be reclassified to revenues and expenses as they mature in the next 12 months.

As of December 31, 2017, the Company's cash flow hedge instruments had maturity dates ranging from January 2018

to October 2019 as follows (in thousands):

Notional ‘ Accumulatec.l Other
Amount Fair Value ) Comprehensive
Income (Loss) @ 3
Derivative assets  $72,262 $ 2,379 $ 2,055
Derivative liabilities 440,637 (29,777 ) (34,311 )
Total $512,899 $ (27,398 ) $ (32,256 )

(1) All derivatives related to cash flow hedges are included in the condensed consolidated balance sheets within other
current assets, other assets, other current liabilities and other liabilities.

2 Included in the condensed consolidated balance sheets within accumulated other comprehensive income (loss).

3y The Company recorded a net loss of $26.7 million within accumulated other comprehensive income (loss) relating
to cash flow hedges that will be reclassified to revenues and expenses as they mature over the next 12 months.

During the three months ended September 30, 2018, the amount of net gains from the ineffective and excluded

portions of cash flow hedges recognized in other income (expense) was $3.9 million. During the three months ended

September 30, 2017, the ineffective and excluded portions of cash flow hedges recognized in other income (expense)

were not significant. During the three months ended September 30, 2018, the amount of net losses reclassified from
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accumulated other comprehensive income (loss) to revenues was $3.3 million and the amount of net gains reclassified
from accumulated other comprehensive income (loss) to operating expenses was not significant. During the three
months ended September 30, 2017, the amount of net losses reclassified from accumulated other comprehensive
income (loss) to revenues and the amount of net gains reclassified from accumulated other comprehensive income
(loss) to operating expenses were not significant.
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During the nine months ended September 30, 2018, the amount of net gains from the ineffective and excluded
portions of cash flow hedges recognized in other income (expense) was $10.3 million. During the nine months ended
September 30, 2017, the amount of net gains from the ineffective and excluded portions of cash flow hedges
recognized in other income (expense) was $3.6 million. During the nine months ended September 30, 2018, the
amount of net losses reclassified from accumulated other comprehensive income (loss) to revenues was $34.6 million
and the amount of net gains reclassified from accumulated other comprehensive income (loss) to operating expenses
was $17.5 million. During the nine months ended September 30, 2017, the amount of net gains reclassified from
accumulated other comprehensive income (loss) to revenues was $25.8 million and the amount of net losses
reclassified from accumulated other comprehensive income (loss) to operating expenses was $13.4 million.
Derivatives Not Designated as Hedging Instruments

Embedded Derivatives. The Company is deemed to have foreign currency forward contracts embedded in certain of
the Company’s customer agreements that are priced in currencies different from the functional or local currencies of
the parties involved. These embedded derivatives are separated from their host contracts and carried on the Company’s
balance sheet at their fair value. The majority of these embedded derivatives arise as a result of the Company’s foreign
subsidiaries pricing their customer contracts in the U.S. dollar. Gains and losses on these embedded derivatives are
included within revenues in the Company’s condensed consolidated statements of operations. During the three and
nine months ended September 30, 2018, the gains (losses) associated with these embedded derivatives were not
significant. During the three months ended September 30, 2017, the gains (losses) associated with these embedded
derivatives were not significant. During the nine months ended September 30, 2017, the net losses associated with
these embedded derivatives was $6.3 million.

Economic Hedges of Embedded Derivatives. The Company uses foreign currency forward contracts to help manage
the foreign exchange risk associated with the Company’s customer agreements that are priced in currencies different
from the functional or local currencies of the parties involved ("economic hedges of embedded derivatives"). Foreign
currency forward contracts represent agreements to exchange the currency of one country for the currency of another
country at an agreed-upon price on an agreed-upon settlement date. Gains and losses on these contracts are included in
revenues along with gains and losses of the related embedded derivatives. The Company entered into various
economic hedges of embedded derivatives during the three and nine months ended September 30, 2018 and 2017.
During the three and nine months ended September 30, 2018 and 2017, the gains (losses) associated with these
contracts were not significant.

Foreign Currency Forward Contracts. The Company also uses foreign currency forward contracts to manage the
foreign exchange risk associated with certain foreign currency-denominated monetary assets and liabilities. As a result
of foreign currency fluctuations, the U.S. dollar equivalent values of its foreign currency-denominated monetary assets
and liabilities change. Gains and losses on these contracts are included in other income (expense), on a net basis,
along with the foreign currency gains and losses of the related foreign currency-denominated monetary assets and
liabilities associated with these foreign currency forward contracts. The Company entered into various foreign
currency forward contracts during the three and nine months ended September 30, 2018 and 2017. During the three
and nine months ended September 30, 2018, the Company recognized net gains of $17.1 million and $60.7 million,
respectively, associated with these contracts. During the three and nine months ended September 30, 2017, the
Company recognized net losses of $23.1 million and $60.2 million, respectively, associated with these contracts.
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Offsetting Derivative Assets and Liabilities
The following table presents the fair value of derivative instruments recognized in the Company's condensed
consolidated balance sheets as of September 30, 2018 (in thousands):
Gross
Gross
Amounts  Net Amounts not
Offsetin  Consolidated

Gross the Balance Offset 1.n the Net
Amounts . Consolidated
Consolidatedheet
Balance
Balance ~ Amounts()
Sheet®
Sheet
Assets:
Designated as hedging instruments:
Foreign currency forward contracts designated as cash $29965 $ _$ 29.965 $ (3549 ) $26416
flow hedges
Not designated as hedging instruments:
Embedded derivatives 5,648 — 5,648 — 5,648
Economic hedges of embedded derivatives 24 — 24 (10 ) 14
Foreign currency forward contracts 22,503 — 22,503 (652 ) 21,851
28,175 — 28,175 (662 ) 27,513
Additional netting benefit — — — (1,245 ) (1,245 )
$58,140 $ —$ 58,140 $ (5,456 ) $52,684
Liabilities:
Designated as hedging instruments:
Foreign currency forward contracts designated as cash
$3,549 $ —$ 3,549 $(3,549 ) $—
flow hedges
Not designated as hedging instruments:
Embedded derivatives 1,922 — 1,922 — 1,922
Economic hedges of embedded derivatives 300 — 300 (10 ) 290
Foreign currency forward contracts 1,607 — 1,607 (652 ) 955
3,829 — 3,829 (662 ) 3,167
Additional netting benefit — — — (1,245 ) (1,245 )
$7,378 % —$ 7,378 $ (5,456 ) $1,922

0 As presented in the Company's condensed consolidated balance sheets within other current assets, other assets,
other current liabilities and other liabilities.
The Company enters into master netting agreements with its counterparties for transactions other than embedded
derivatives to mitigate credit risk exposure to any single counterparty. Master netting agreements allow for

2 individual derivative contracts with a single counterparty to offset in the event of default. For presentation on the
condensed consolidated balance sheets, the Company does not offset fair value amounts recognized for derivative
instruments under master netting arrangements.
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The following table presents the fair value of derivative instruments recognized in the Company's condensed

consolidated balance sheets as of December 31, 2017 (in thousands):

Assets:

Designated as hedging instruments:

Foreign currency forward contracts designated as cash
flow hedges

Not designated as hedging instruments:

Embedded derivatives

Economic hedges of embedded derivatives

Foreign currency forward contracts

Additional netting benefit

Liabilities:

Designated as hedging instruments:

Foreign currency forward contracts designated as cash
flow hedges

Not designated as hedging instruments:

Embedded derivatives

Economic hedges of embedded derivatives

Foreign currency forward contracts

Additional netting benefit

Gross
Amounts  Net
Offsetin  Consolidated
Gross
Amounts the Balance
Consolidate®heet
Balance Amounts()
Sheet
$2,379 % —$ 2,379
5,076 — 5,076
325 — 325
505 — 505
5,906 — 5,906
$8285 % —3$ 8,285
$29.777 $ —$ 29,777
3,503 — 3,503
20 — 20
7,547 — 7,547
11,070 — 11,070
$40,847 $ —$ 40,847

Gross

Amounts not
Offset in the
Consolidated

Balance
Sheet®

$ (2,379

(340
(340
(490
$ (3,209

$ (2,379

(340
(340
(490
$ (3,209

~— O N

~— O N

Net

$—

5,076
325

165
5,566
490 )
$5,076

$27,398

3,503

20

7,207
10,730
490 )
$37,638

0 As presented in the Company's condensed consolidated balance sheets within other current assets, other assets,

other current liabilities and other liabilities.

The Company enters into master netting agreements with its counterparties for transactions other than embedded
derivatives to mitigate credit risk exposure to any single counterparty. Master netting agreements allow for

2 individual derivative contracts with a single counterparty to offset in the event of default. For presentation on the
condensed consolidated balance sheets, the Company does not offset fair value amounts recognized for derivative

instruments under master netting arrangements.
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6.Fair Value Measurements

Fair value estimates are made as of a specific point in time based on methods using the market approach valuation
method which uses prices and other relevant information generated by market transactions involving identical or
comparable assets or liabilities or other valuation techniques. These techniques involve uncertainties and are affected
by the assumptions used and the judgments made regarding risk characteristics of various financial instruments,
discount rates, estimates of future cash flows, future expected loss experience and other factors.

Cash, Cash Equivalents and Investments. The fair value of the Company's investments in money market funds
approximates their face value. Such instruments are included in cash equivalents. The Company’s money market funds
and publicly traded equity securities are classified within Level 1 of the fair value hierarchy because they are valued
using quoted prices for identical instruments in active markets. The fair value of the Company's other investments,
including certificates of deposit, approximates their face value. The fair value of these investments is priced based on
the quoted market price for similar instruments or nonbinding market prices that are corroborated by observable
market data. Such instruments are classified within Level 2 of the fair value hierarchy. The Company determines the
fair values of its Level 2 investments by using inputs such as actual trade data, benchmark yields, broker/dealer
quotes, and other similar data, which are obtained from quoted market prices, custody bank, third-party pricing
vendors, or other sources. The Company uses such pricing data as the primary input to make its assessments and
determinations as to the ultimate valuation of its investment portfolio and has not made, during the periods presented,
any material adjustments to such inputs. The Company is responsible for its condensed consolidated financial
statements and underlying estimates.

The Company uses the specific identification method in computing realized gains and losses. Realized gains and
losses on the investments are included within other income (expense) in the Company’s condensed consolidated
statements of operations. The Company's investments in publicly traded equity securities are carried at fair value.
Subsequent to the adoption of ASU 2016-01, unrealized gains and losses on publicly traded equity securities are
reported within other income (expense) in the Company’s condensed consolidated statements of operations. Prior to
the adoption of ASU 2016-01, unrealized gains and losses on publicly traded equity securities were reported in
stockholders’ equity as a component of other comprehensive income or loss. Upon adoption of ASU 2016-01, the
Company recorded a net cumulative effect increase of $2.1 million to retained earnings.

Derivative Assets and Liabilities. For derivatives, the Company uses forward contract and option models employing
market observable inputs, such as spot currency rates and forward points with adjustments made to these values
utilizing published credit default swap rates of its foreign exchange trading counterparties and other comparable
companies. The Company has determined that the inputs used to value its derivatives fall within Level 2 of the fair
value hierarchy, therefore the derivatives are categorized as Level 2.

The Company did not have any nonfinancial assets or liabilities measured at fair value on a recurring basis as of
September 30, 2018 and December 31, 2017.

The Company's financial assets and liabilities measured at fair value on a recurring basis as of September 30, 2018
were as follows (in thousands):

Fair Value at Fair Value
Measurement
September 30, .
2018 Using
Level 1 Level2
Assets:
Cash $ 639,941 $639,941 $—
Money market and deposit accounts 230,545 230,545 —
Publicly traded equity securities 4,098 4,098 —
Certificates of deposit 11,317 — 11,317
Derivative instruments (1 58,140 — 58,140
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Total $ 944,041 $874,584 $69,457
Liabilities:

Derivative instruments () $ 7,378 $— $7,378
Total $ 7,378 $— $7,378
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Includes both foreign currency embedded derivatives and foreign currency forward contracts. Amounts are
() included within other current assets, other assets, others current liabilities and other liabilities in the Company’s
accompanying condensed consolidated balance sheet.
The Company's financial assets and liabilities measured at fair value on a recurring basis as of December 31, 2017
were as follows (in thousands):
Fair Value at Fair Value
December 31, Measurement Using

2017 Level 1 Level 2
Assets:
Cash $ 985,382 $985,382 $—
Money market and deposit accounts 427,135 427,135 —
Publicly traded equity securities 6,163 6,163 —
Certificates of deposit 31,351 — 31,351
Derivative instruments (I 8,285 — 8,285
Total $1,458,316 $1,418,680 $39,636
Liabilities:
Derivative instruments () $40,847 $— $40,847
Total $ 40,847 $— $40,847

Includes both foreign currency embedded derivatives and foreign currency forward contracts. Amounts are
() included within other current assets, other assets, other current liabilities and other liabilities in the Company's

accompanying condensed consolidated balance sheet.
The Company did not have any Level 3 financial assets or financial liabilities as of September 30, 2018 and
December 31, 2017.
7.Leases
Capital Lease and Other Financing Obligations
Stockholm 2 ("SK2") Data Center
In March 2018, the Company acquired the land and building for the SK2 IBX data center for cash consideration of
SEK457.9 million or approximately $54.9 million at the exchange rate in effect on March 31, 2018. The Company
had previously accounted for SK2 as a build-to-suit arrangement. As a result of the purchase, the prior arrangement
was effectively terminated and the financing obligation was settled in full. The Company settled the financing
obligation of the SK2 data center for SEK234.5 million or approximately $28.1 million and recognized a loss on debt
extinguishment of SEK170.5 million or approximately $20.4 million at the exchange rate in effect on March 31, 2018.
Tokyo 11 ("TY11") Data Center
In February 2018, the Company entered into a lease agreement for the TY 11 IBX data center. Pursuant to the
accounting standard for leases, the Company assessed the lease classification of the TY11 lease and determined that
the lease should be accounted for as a capital lease. During the three months ended March 31, 2018, the Company
recorded a capital lease obligation totaling approximately ¥2,348.5 million, or approximately $22.1 million at the
exchange rate in effect on March 31, 2018. The lease has a term of 30 years through February 2048.
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Maturities of Capital Lease and Other Financing Obligations
The Company's capital lease and other financing obligations are summarized as follows (in thousands):
Capital Other

Lease Financing Total

Obligations Obligations (1)
2018 (3 months remaining) $30,616 $ 26,131 $56,747
2019 95,623 70,531 166,154
2020 95,667 70,308 165,975
2021 93,735 71,216 164,951
2022 93,398 71,382 164,780
Thereafter 840,407 707,111 1,547,518
Total minimum lease payments 1,249,446 1,016,679 2,266,125
Plus amount representing residual property value — 453,757 453,757
Less amount representing interest (514,003 ) (721,400 ) (1,235,403 )
Present value of net minimum lease payments 735,443 749,036 1,484,479
Less current portion (43,271 ) (54,948 ) (98,219 )
Total $692,172 $ 694,088 $1,386,260

() Other financing obligations are primarily related to build-to-suit arrangements.

Operating Leases

Minimum future operating lease payments as of September 30, 2018 are summarized as follows (in thousands):
Years ending:

2018 (3 months remaining) $48,596

2019 187,318
2020 177,240
2021 165,351
2022 157,565
Thereafter 1,252,186
Total $1,988,256
27
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8.Debt Facilities
Mortgage and Loans Payable
As of September 30, 2018 and December 31, 2017, the Company's mortgage and loans payable consisted of the
following (in thousands):
September 30, December

2018 31,2017
Term loans $1,360,722 $1,417,352
Mortgage payable and loans payable 45,076 48,872

1,405,798 1,466,224
Less amount representing unamortized debt discount and debt issuance cost (6,959 ) (10,666 )
Add amount representing unamortized mortgage premium 1,926 2,051

1,400,765 1,457,609
Less current portion (73,288 ) (64,491 )
Total $1,327,477 $1,393,118

JPY Term Loan

On July 26, 2018, the Company entered into an amendment to its existing credit agreement, dated as of December 12,
2017. The amendment provided for a senior unsecured term loan in an aggregate principal amount of ¥47.5 billion
(the "JPY Term Loan"). The Company is required to repay the JPY Term Loan at the rate of 5% of the original
principal amount per annum with the remaining balance to be repaid in full on December 12, 2022. The JPY Term
Loan bears interest at a rate based on LIBOR plus a margin that can vary from 1.00% to 1.70% and contains
customary covenants consistent with the existing credit agreement.

On July 31, 2018, the Company drew down the full ¥47.5 billion of the JPY Term Loan, or approximately $424.7
million at the exchange rate effective on July 31, 2018, and prepaid the remaining principal of its existing Japanese
Yen Term Loan of ¥43.8 billion or approximately $391.3 million. In connection with this prepayment of its existing
Japanese Yen Term Loan, the Company recognized a loss on debt extinguishment of $2.2 million for the three months
ended September 30, 2018. As of September 30, 2018, total outstanding borrowings under the JPY Term Loan were
¥47.5 billion, or approximately $418.0 million at the exchange rate effective on that date. As of September 30, 2018,
debt issuance costs, net of amortization, related to the JPY Term Loan were $4.5 million at the exchange rate in effect
on that date.

28

42



Edgar Filing: EQUINIX INC - Form 10-Q

Table of Contents

EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

Senior Notes
As of September 30, 2018 and December 31, 2017, the Company's senior notes consisted of the following (in
thousands):

September 30, 2018  December 31, 2017

Effective Effective
Amount Amount
Rate Rate
5.000% Infomart Senior Notes $750,000 440 % $— — %
5.375% Senior Notes due 2022 750,000 5.56 % 750,000 5.56 %
5.375% Senior Notes due 2023 1,000,000 5.51 % 1,000,000 5.51 %
2.875% Euro Senior Notes due 2024 870,600 3.08 % — — %
5.750% Senior Notes due 2025 500,000 5.88 % 500,000 5.88 %
2.875% Euro Senior Notes due 2025 1,160,800 3.04 % 1,201,000 3.04 %
5.875% Senior Notes due 2026 1,100,000 6.03 % 1,100,000 6.03 %
2.875% Euro Senior Notes due 2026 1,160,800 3.04 % 1,201,000 3.04 %
5.375% Senior Notes due 2027 1,250,000 5.51 % 1,250,000 5.51 %
8,542,200 7,002,000
Less amount representing unamortized debt issuance cost (78,961 ) (78,151 )
Add amount representing unamortized debt premium 6,100 —
8,469,339 6,923,849
Less current portion (150,557 ) —
Total $8,318,782 $6,923,849

Infomart Senior Notes

On April 2, 2018, in connection with the closing of the Infomart Dallas Acquisition, the Company issued $750.0
million aggregate principal amount of 5.000% senior unsecured notes in five new series due in each of April 2019,
October 2019, April 2020, October 2020 and April 2021, with each series consisting of $150.0 million principal
amount, which are collectively referred to as the "Infomart Senior Notes". The Infomart Senior Notes were fair valued
as of the acquisition date and the Company recognized debt premium of $8.2 million. Interest on the notes is payable
semi-annually on April 2 and October 2 of each year, commencing on October 2, 2018. The Infomart Senior Notes are
not redeemable prior to their maturity dates. As of September 30, 2018, debt premium, net of amortization, related to
the Infomart Senior Notes was $6.1 million.

2024 Euro Senior Notes

On March 14, 2018, the Company issued €750.0 million, or approximately $929.9 million in U.S. dollars, at the
exchange rate in effect on March 14, 2018, aggregate principal amount of 2.875% senior notes due March 15, 2024,
which are referred to as the "2024 Euro Senior Notes". Interest on the notes is payable semi-annually in arrears on
March 15 and September 15 of each year, commencing on September 15, 2018. Debt issuance costs related to the
2024 Euro Senior Notes were $11.6 million. As of September 30, 2018, debt issuance costs related to the 2024 Euro
Senior Notes, net of amortization, were $9.9 million at the exchange rate in effect on that date.

All senior notes are unsecured and rank equal in right of payment to the Company’s existing or future senior
indebtedness and senior in right of payment to the Company’s existing and future subordinated indebtedness. The
senior notes are effectively subordinated to all of the existing and future secured debt, including debt outstanding
under any bank facility or secured by any mortgage, to the extent of the assets securing such debt. They are also
structurally subordinated to any existing and future indebtedness and other liabilities (including trade payables) of any
of the Company’s subsidiaries.

Each series of senior notes is governed by a supplemental indenture between the Company and U.S. Bank National
Association, as trustee. The supplemental indenture contains covenants that limit the Company’s ability and the ability
of its subsidiaries to, among other things:
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enter into sale-leaseback transactions; and
merge or consolidate with any other person.

The Company is not required to make any mandatory redemption with respect to the senior notes; however, upon the
event of a change in control, the Company may be required to offer to purchase the senior notes.
Optional Redemption Schedule

Senior Note Early Equity First Scheduled First Scheduled Second Year Ezgnget?;n
Description Redemption Price Redemption Date Redemption Price Redemption Price Price P
3682745 % Euro due 45 g5, September 15, 2020 101.438% 100.719% 100.000%

The 2024 Euro Senior Notes provide for optional redemption. Within 90 days of the closing of one or more equity
offerings and at any time prior to the first scheduled redemption date listed in the Optional Redemption Schedule, the
Company may redeem up to 35% of the aggregate principal amount of the notes outstanding, at a redemption price
listed in the Optional Redemption Schedule, plus accrued and unpaid interest to the redemption date, provided that at
least 65% of the aggregate principal amount of the notes issued under the supplemental indenture remains outstanding
immediately after such redemption(s).

On or after the first scheduled redemption date listed in the Optional Redemption Schedule, the Company may redeem
all or a part of the notes, on one or more occasions, at the redemption prices (expressed as percentages of principal
amount) set forth in the Optional Redemption Schedule, plus accrued and unpaid interest thereon, if any, if redeemed
during the twelve month period beginning on the first scheduled redemption date and at reduced scheduled
redemption prices during the twelve or eighteen-month periods beginning on the anniversaries of the first scheduled
redemption date.

In addition, at any time prior to the first scheduled redemption date, the Company may redeem all or a part of the
senior notes at a redemption price equal to 100% of the principal amount of senior notes redeemed plus the applicable
premium (the "Applicable Premium") and accrued and unpaid interest, subject to the rights of the holders of record of
the senior notes on the relevant record date to receive interest due on the relevant interest payment date. The
Applicable Premium means the greater of:

(1)1.0% of the principal amount of the 2024 Euro Senior Notes;

(2)the excess of:

(a)the present value at such redemption date of (i) the redemption price of the 2024 Euro Senior Notes at the first
scheduled redemption date, plus (ii) all required interest payments due on the 2024 Euro Senior Notes through the first
scheduled redemption date computed using a discount rate equal to the treasury rate as of such redemption date plus
50 basis points; over

(b)the principal amount of the 2024 Euro Senior Notes.

Maturities of Debt Instruments

The following table sets forth maturities of the Company's debt, including mortgage and loans payable, and senior
notes, gross of debt issuance costs, debt discounts and debt premiums, as of September 30, 2018 (in thousands):

Years ending:

2018 (3 months remaining) $ 18,645

2019 373,376
2020 373,307
2021 223,042
2022 1,915,189
Thereafter 7,046,365
Total $9,949,924
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Fair Value of Debt Instruments
The following table sets forth the estimated fair values of the Company's mortgage and loans payable and senior notes,
including current maturities, as of (in thousands):

September 30, December

2018 31,2017
Mortgage and loans payable $ 1,403,365  $1,464,877
Senior notes 8,641,497 7,288,673

The fair value of the mortgage and loans payable, which were not publicly traded, was estimated by considering the
Company's credit rating, current rates available to the Company for debt of the same remaining maturities and terms
of the debt (Level 2). The fair value of the senior notes, which were traded in the public debt market, was based on
quoted market prices (Level 1).

Interest Charges

The following table sets forth total interest costs incurred and total interest costs capitalized for the periods presented
(in thousands):

Three Months Nine Months Ended

Ended September 30

September 30, ’

2018 2017 2018 2017
Interest expense $130,566 $121,828 $391,516 $352,554

Interest capitalized 6,206 6,174 13,004 20,573

Interest charges incurred $136,772 $128,002 $404,520 $373,127

Total interest paid, net of capitalized interest, during the three months ended September 30, 2018 and 2017 was
$146.7 million and $122.8 million, respectively. Total interest paid, net of capitalized interest, during the nine months
ended September 30, 2018 and 2017 was $362.0 million and $321.8 million, respectively.

9.Commitments and Contingencies

Commitments

As a result of the Company's various IBX data center expansion projects, as of September 30, 2018, the Company was
contractually committed for approximately $0.8 billion of unaccrued capital expenditures, primarily for IBX
infrastructure equipment not yet delivered and labor not yet provided, in connection with the work necessary to open
these IBX data centers and make them available to customers for installation. The Company also had numerous other,
non-capital purchase commitments in place as of September 30, 2018, such as commitments to purchase power in
select locations through the remainder of 2018 and thereafter, and other open purchase orders for goods or services to
be delivered or provided during the remainder of 2018 and thereafter. Such other miscellaneous purchase
commitments totaled approximately $0.8 billion as of September 30, 2018. In addition, the Company entered into
lease agreements in various locations for a total lease commitment of approximately $230.2 million, excluding
potential lease renewals. These lease agreements will commence between April 2019 and August 2019 with lease
terms of 10 to 30 years.

Contingent Liabilities

The Company estimates exposure on certain liabilities, such as indirect and property taxes, based on the best
information available at the time of determination. With respect to real and personal property taxes, the Company
records what it can reasonably estimate based on prior payment history, assessed value by the assessor's office, current
landlord estimates or estimates based on current or changing fixed asset values in each specific municipality, as
applicable. However, there are circumstances beyond the Company’s control whereby the underlying value of the
property or basis for which the tax is calculated on the property may change, such as a landlord selling the underlying
property of one of the Company’s IBX data center leases or a municipality changing the assessment value in a
jurisdiction and, as a result, the Company’s property tax obligations may vary from period to period. Based upon the
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most current facts and circumstances, the Company makes the necessary property tax accruals for each of
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its reporting periods. However, revisions in the Company’s estimates of the potential or actual liability could materially
impact the financial position, results of operations or cash flows of the Company.

The Company's indirect and property tax filings in various jurisdictions are subject to examination by local tax
authorities. The outcome of any examinations cannot be predicted with certainty. The Company regularly assesses the
likelihood of adverse outcomes resulting from these examinations that would affect the adequacy of its tax accruals
for each of the reporting periods. If any issues arising from the tax examinations are resolved in a manner inconsistent
with the Company’s expectations, the revision of the estimates of the potential or actual liabilities could materially
impact the financial position, results of operations, or cash flows of the Company.

10. Stockholders' Equity

Accumulated Other Comprehensive Loss

The changes in accumulated other comprehensive loss, net of tax, by components are as follows (in thousands):

Balance as of Net Cumulative Balance as of
December 31, Change Effect September 30,
2017 Adjustment 2018
Foreign currency translation adjustment ("CTA") loss  $ (576,860 ) $(352,948) $ — $(929,808 )
Unrealized gain (loss) on cash flow hedges () (24,191 ) 37,384 — 13,193
Unrealized gain (loss) on available-for-sale securities @ 2,124 — (2,124 ) —
Net investment hedge CTA gain (loss) () (185,303 ) 180,694 — (4,609 )
Net actuarial gain (loss) on defined benefit plans ) (959 ) 35 — (924 )
Total $(785,189 ) $(134,835) $ (2,124 ) $(922,148 )

(1) Refer to Note 5 for a discussion of the amounts reclassified from accumulated other comprehensive loss to net
income.

«2) Upon adoption of ASU 2016-01 during the three months ended March 31, 2018, the Company recorded a net
cumulative effect adjustment of $2.1 million from accumulated other comprehensive loss to retained earnings.
The Company has a defined benefit pension plan covering all employees in one country where such plan is
mandated by law. The Company does not have any defined benefit plans in any other countries. The unamortized

() gain (loss) on defined benefit plans includes gains or losses resulting from a change in the value of either the
projected benefit obligation or the plan assets resulting from a change in an actuarial assumption, net of
amortization.

Changes in foreign currencies can have a significant impact to the Company’s consolidated balance sheets (as

evidenced above in the Company’s foreign currency translation loss), as well as its consolidated results of operations,

as amounts in foreign currencies are generally translated into more U.S. dollars when the U.S. dollar weakens or less

U.S. dollars when the U.S. dollar strengthens. As of September 30, 2018, the U.S. dollar was generally stronger

relative to certain of the currencies of the foreign countries in which the Company operates as compared to December

31, 2017. This overall strengthening of the U.S. dollar had an overall unfavorable impact on the Company's condensed

consolidated financial position because the foreign denominations translated into less U.S. dollars as evidenced by an

increase in foreign currency translation loss for the nine months ended September 30, 2018 as reflected in the above
table. In future periods, the volatility of the U.S. dollar as compared to the other currencies in which the Company
operates could have a significant impact on its condensed consolidated financial position and results of operations
including the amount of revenue that the Company reports in future periods.

Common Stock

In August 2017, the Company entered into an equity distribution agreement with RBC Capital Market, LLC, Merrill

Lynch, Pierce, Fenner & Smith Incorporated, Citigroup Global Markets Inc. and J.P. Morgan Securities LL.C,

establishing an "at the market" equity offering program, under which the Company may offer and sell from time to
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time up to an aggregate of $750.0 million of its common stock in "at the market" transactions (the "ATM Program").

For the three and nine months ended September 30, 2018, the Company sold 612,422 shares and 631,522 shares,
respectively, for approximately $265.7 million and $273.9 million in proceeds, respectively, net of payment of
commissions to the sales agents. As of September 30, 2018, the Company had generated net proceeds of $629.0
million under the ATM Program.
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Dividends

On August 8, 2018, the Company declared a quarterly cash dividend of $2.28 per share, with a record date of August
22,2018 and a payment date of September 19, 2018. During the three months ended September 30, 2018, the
Company paid a total of $186.0 million in dividends. In addition, the Company accrued an additional $2.7 million in
dividends payable for restricted stock units that have not yet vested.

On May 2, 2018, the Company declared a quarterly cash dividend of $2.28 per share, with a record date of May 23,
2018 and a payment date of June 20, 2018. During the three months ended June 30, 2018, the Company paid a total of
$181.8 million in dividends. In addition, the Company accrued an additional $2.8 million in dividends payable for
restricted stock units that have not yet vested.

On February 14, 2018, the Company declared a quarterly cash dividend of $2.28 per share, with a record date of
February 26, 2018 and a payment date of March 21, 2018. During the three months ended March 31, 2018, the
Company paid a total of $187.0 million in dividends. In addition, the Company accrued an additional $2.2 million in
dividends payable for restricted stock units that have not yet vested.

Stock-Based Compensation

In 2018, the Compensation Committee and/or the Stock Award Committee of the Company's Board of Directors, as
the case may be, approved the issuance of an aggregate of 546,375 shares of restricted stock units to certain
employees, including executive officers, pursuant to the 2000 Equity Incentive Plan, as part of the Company's annual
refresh program. These equity awards are subject to vesting provisions and have a weighted-average grant date fair
value of $379.83 and a weighted-average requisite service period of 3.56 years. The valuation of restricted stock units
with only a service condition or a service and performance condition require no significant assumptions as the fair
value for these types of equity awards is based solely on the fair value of the Company's stock price on the date of
grant. The Company used revenues and adjusted funds from operations ("AFFO") as the performance measurements
in the restricted stock units with both service and performance conditions that were granted in 2018.

The Company uses a Monte Carlo simulation option-pricing model to determine the fair value of restricted stock units
with a service and market condition. The Company used total shareholder return (“TSR”) as the performance
measurement in the restricted stock units with a service and market condition that were granted in 2018. There were
no significant changes in the assumptions used to determine the fair value of restricted stock units with a service and
market condition that were granted in 2018 compared to the prior year.

The following table presents, by operating expense category, the Company's stock-based compensation expense
recognized in the Company's condensed consolidated statements of operations (in thousands):

Three Months Nine Months Ended

Ended September 30

September 30, ’

2018 2017 2018 2017
Cost of revenues $4,600 $3,911 $13,106 $10,000
Sales and marketing 14,166 13,847 39,980 38,245
General and administrative 28,822 27,896 86,763 81,357
Total $47,588 $45,654 $139,849 $129,602
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11.Segment Information
While the Company has a single line of business, which is the design, build-out and operation of IBX data centers, it
has determined that it has three reportable segments comprised of its Americas, EMEA and Asia-Pacific geographic
regions. The Company's chief operating decision-maker evaluates performance, makes operating decisions and
allocates resources based on the Company's revenues and adjusted EBITDA performance both on a consolidated basis
and based on these three reportable segments. The Company defines adjusted EBITDA as income from operations
excluding depreciation, amortization, accretion, stock-based compensation expense, restructuring charges, impairment
charges, acquisition costs and gain on asset sales as presented below (in thousands):

Three Months Ended Nine Months Ended

September 30, September 30,

2018 2017 2018 2017

Adjusted EBITDA:
Americas $296,003 $292,101 $881,507 $748,871
EMEA 179,797 146,464 516,790 417,640
Asia-Pacific 136,726 111,754 397,748 320,690
Total adjusted EBITDA 612,526 550,319 1,796,045 1,487,201
Depreciation, amortization and accretion expense (306,318 ) (277,719 ) (921,611 ) (749,118 )
Stock-based compensation expense (47,588 ) (45,654 ) (139,849 ) (129,602 )
Acquisition costs 1,120 (2,083 ) (33,932 ) (31,510 )
Gain on asset sale 6,013 — 6,013 —
Income from operations $265,753 $224,863 $706,666 $576,971
The Company also provides the following additional segment disclosures (in thousands):

Three Months Nine Months Ended

Ended September 30

September 30, ’

2018 2017 2018 2017
Depreciation and amortization:
Americas $157,458 $151,072 $474,958 $363,341
EMEA 88,813 75276 270,585 230,406
Asia-Pacific 59,455 52,063 175,082 156,456
Total $305,726 $278,411 $920,625 $750,203
Capital expenditures:
Americas $226,127 $151,310 $573,733 $465,424
EMEA 238,372 112,578 615,140 347,647
Asia-Pacific 81,042 56,346 226,636 132,977
Total $545,541 $320,234 $1,415,509 $946,048

The Company's long-lived assets are located in the following geographic areas as of (in thousands):
September 30, December 31,

2018 2017
Americas $4,949,906 $4,425,077
EMEA 3,602,758 3,265,088
Asia-Pacific 2,130,162 1,704,437

Total long-lived assets $ 10,682,826 $ 9,394,602
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The following tables present revenue information disaggregated by service lines and geographic areas (in thousands):
Three Months Ended September 30, 2018 Nine Months Ended September 30, 2018

Americas EMEA  Asia-Pacific Total Americas EMEA Asia-Pacific Total
Colocation (D $433,828 $305,072 $191,143 $930,043 $1,294,848 $886,651 $543,513 $2,725,012
Interconnection 134,159 34,640 33,318 202,117 395,132 103,586 96,011 594,729
Managed 18,6908 28387 20,848 67933 55525 88,804 64212 208,541
infrastructure
Other (D 5,161 2,552 — 7,713 11,220 6,682 — 17,902

Recurring revenues 591,846 370,651 245,309 1,207,806 1,756,725 1,085,723 703,736 3,546,184

Non-recurring 33838 26,104 16,003 75945  89.861  73.830  51.696 215,387
revenues

Total $625,684 $396,755 $261,312 $1,283,751 $1,846,586 $1,159,553 $755,432 $3,761,571

() Includes some leasing and hedging activities that are insignificant to the Company's total operations.
Three Months Ended September 30, 2017 Nine Months Ended September 30, 2017

Americas EMEA  Asia-Pacific Total Americas EMEA  Asia-Pacific Total
Colocation (D $422,244 $268,365 $ 152,071 $842,680 $1,096,281 $781,303 $ 438,849 $2,316,433
Interconnection 124,377 27,574 27,593 179,544 341,475 73,580 78,233 493,288
Managed infrastructure 18,359 22,465 22,454 63,278 50,425 59,342 66,313 176,080
Other (1 1,056 2,475 — 3,531 3,878 7,842 — 11,720

Recurring revenues 566,036 320,879 202,118 1,089,033 1,492,059 922,067 583,395 2,997,521
Non-recurring 30,502 17.954 14772 63228 74534 54557 41,595 170,686

revenues

Total $596,538 $338.833 $216.890 $1,152.261 $1.566.593 $976.624 $624.990 $3.168,207

() Includes some leasing and hedging activities that are insignificant to the Company's total operations.

No single customer accounted for 10% or greater of the Company's accounts receivable or revenues for the three and
nine months ended September 30, 2018 and 2017.

12.Subsequent Events

On November 1, 2018, the Company declared a quarterly cash dividend of $2.28 per share, which is payable on
December 12, 2018 to the Company's common stockholders of record as of the close of business on November 14,
2018.
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Item 2.

MANAGEMENT'S DISCUSSION AND ANALYSIS

OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The information in this discussion contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Such
statements are based upon current expectations that involve risks and uncertainties. Any statements contained herein
that are not statements of historical fact may be deemed to be forward-looking statements. For example, the words
"believes," "anticipates,” "plans," "expects," "intends" and similar expressions are intended to identify
forward-looking statements. Our actual results and the timing of certain events may differ significantly from the
results discussed in the forward-looking statements. Factors that might cause such a discrepancy include, but are not
limited to, those discussed in "Liquidity and Capital Resources" below and "Risk Factors" in Item 1A of Part II of this
Quarterly Report on Form 10-Q. All forward-looking statements in this document are based on information available
to us as of the date of this Report and we assume no obligation to update any such forward-looking statements.

Our management's discussion and analysis of financial condition and results of operations is intended to assist readers
in understanding our financial information from our management's perspective and is presented as follows:

nn nn

Overview

Results of Operations

Non-GAAP Financial Measures

Liquidity and Capital Resources

Contractual Obligations and Off-Balance-Sheet Arrangements

Critical Accounting Policies and Estimates

Recent Accounting Pronouncements

In August and September 2018, as more fully described in Note 10 of Notes to Condensed Consolidated Financial
Statements in Item 1 of this Quarterly Report on Form 10-Q, we sold 612,422 shares for approximately $265.7 million
in proceeds, net of payment of commissions to the sales agents, under the existing ATM program. For the nine months
ended September 30, 2018, we sold 631,522 shares for approximately $273.9 million in proceeds, net of payment of
commissions to the sales agents.

In July 2018, as more fully described in Note 8 of Notes to Condensed Consolidated Financial Statements in Item 1 of
this Quarterly Report on Form 10-Q, we entered into an amendment to our existing credit agreement to add a senior
unsecured term loan in an aggregate principal amount of ¥47.5 billion (the "JPY Term Loan"). Concurrent with the
closing of our JPY Term Loan, we drew down the full ¥47.5 billion of the JPY Term Loan, or approximately $424.7
million, and prepaid the remaining principal of our existing Japanese Yen Term Loan of ¥43.8 billion, or
approximately $391.3 million. We recognized a loss on debt extinguishment of $2.2 million for the three months
ended September 30, 2018.

In April 2018, as more fully described in Note 4 of Notes to Condensed Consolidated Financial Statements in Item 1
of this Quarterly Report on Form 10-Q, we completed the acquisition of Metronode for a cash purchase price of
A$1.033 billion, or approximately $804.1 million at the exchange rate in effect on April 18, 2018 (the "Metronode
Acquisition"). We accounted for this transaction as a business combination using the acquisition method of
accounting. The valuation of assets acquired and liabilities assumed are still being appraised by a third-party and as
such, the purchase price allocation is not yet complete.

In April 2018, as more fully described in Note 4 of Notes to Condensed Consolidated Financial Statements in Item 1
of this Quarterly Report on Form 10-Q, we completed the acquisition of Infomart Dallas for total consideration of
approximately $804.0 million (the "Infomart Dallas Acquisition"), consisting of approximately $45.8 million in cash,
subject to customary adjustments, and $758.2 million aggregate fair value of 5.000% senior unsecured notes. We
accounted for this transaction as a business combination using the acquisition method of accounting. The valuation of
assets acquired and liabilities assumed are still being appraised by a third-party and as such, the purchase price
allocation is not yet complete.
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In March 2018, as more fully described in Note 8 of Notes to Condensed Consolidated Financial Statements in Item 1
of this Quarterly Report on Form 10-Q, we issued €750.0 million, or approximately $929.9 million in U.S. dollars, at
the exchange rate in effect on March 14, 2018, aggregate principal amount of 2.875% senior notes due March 15,
2024, which are referred to as the "2024 Euro Senior Notes". Debt issuance costs related to the 2024 Euro Senior
Notes were $11.6 million.
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Overview

Equinix provides global data center offerings that protect and connect the world’s most valued information assets.
Global enterprises, financial services companies and content and network service providers rely upon Equinix's
leading insight and data centers around the world for the safehousing of their critical IT equipment and the ability to
directly connect to the networks that enable today's information-driven economy. The acquisitions of Infomart Dallas
and Metronode expanded our total global footprint to 200 IBX data centers across 52 markets around the

world. Equinix offers the following solutions: (i) premium data center colocation, (ii) interconnection and exchange
and (iii) outsourced IT infrastructure solutions. As of September 30, 2018, we operated or had partner IBX data
centers in Brazil, Canada, Colombia and throughout the U.S. in the Americas region; Bulgaria, Finland, France,
Germany, Ireland, Italy, the Netherlands, Poland, Portugal, Spain, Sweden, Switzerland, Turkey, the United Arab
Emirates and the United Kingdom in the EMEA region; and Australia, China, Hong Kong, Indonesia, Japan and
Singapore in the Asia-Pacific region.

Our data centers in 52 markets around the world are a global platform, which allows our customers to increase
information and application delivery performance while significantly reducing costs. This global platform and the
quality of our IBX data centers have enabled us to establish a critical mass of customers. As more customers choose
our IBX data centers, it benefits their suppliers and business partners to colocate with us as well, in order to gain the
full economic and performance benefits of our offerings. These partners, in turn, pull in their business partners,
creating a "marketplace" for their services. Our global platform enables scalable, reliable and cost-effective
colocation, interconnection and traffic exchange that lowers overall cost and increases flexibility. Our focused
business model is built on our critical mass of customers and the resulting "marketplace" effect. This global platform,
combined with our strong financial position, continues to drive new customer growth and bookings.

Historically, our market has been served by large telecommunications carriers who have bundled telecommunications
products and services with their colocation offerings. The data center market landscape has evolved to include cloud
computing/utility providers, application hosting providers and systems integrators, managed infrastructure hosting
providers and colocation providers. More than 350 companies provide data center solutions in the U.S. alone. Each of
these data center solutions providers can bundle various colocation, interconnection and network offerings and
outsourced IT infrastructure solutions. We are able to offer our customers a global platform that reaches 24 countries
with proven operational reliability, improved application performance, network choice and a highly scalable set of
offerings.

Our cabinet utilization rates were approximately 81% as of September 30, 2018, excluding the data centers recently
acquired from Metronode, Infomart Dallas, Itconic and Zenium, and 78% as of September 30, 2017, excluding data
centers acquired from the Verizon Data Center Acquisition. Excluding the impact of our IBX data center expansion
projects that have opened during the last 12 months and acquisitions mentioned above, our cabinet utilization rate
would have increased to approximately 83% as of both September 30, 2018 and September 30, 2017. Our cabinet
utilization rate varies from market to market among our IBX data centers across the Americas, EMEA and
Asia-Pacific regions. We continue to monitor the available capacity in each of our selected markets. To the extent we
have limited capacity available in a given market, it may limit our ability for growth in that market. We perform
demand studies on an ongoing basis to determine if future expansion is warranted in a market. In addition, power and
cooling requirements for most customers are growing on a per unit basis. As a result, customers are consuming

an increasing amount of power per cabinet. Although we generally do not control the amount of power our customers
draw from installed circuits, we have negotiated power consumption limitations with certain high power-demand
customers. This increased power consumption has driven us to build out our new IBX data centers to support power
and cooling needs twice that of previous IBX data centers. We could face power limitations in our IBX data centers,
even though we may have additional physical cabinet capacity available within a specific IBX data center. This could
have a negative impact on the available utilization capacity of a given IBX data center, which could have a negative
impact on our ability to grow revenues, affecting our financial performance, operating results and cash flows.

57



Edgar Filing: EQUINIX INC - Form 10-Q

Strategically, we will continue to look at attractive opportunities to grow our market share and selectively improve our
footprint and offerings. As was the case with our recent expansions and acquisitions, our expansion criteria will be
dependent on a number of factors, including but not limited to demand from new and existing customers, quality of
the design, power capacity, access to networks, capacity availability in the current market location, amount of
incremental investment required by us in the targeted property, lead-time to break even on a free cash flow basis and
in-place customers. Like our recent expansions and acquisitions, the right combination of these factors may be
attractive to us. Depending on the circumstances, these transactions may require additional capital expenditures
funded by upfront cash payments or through long-term financing arrangements in order to bring these properties up to
Equinix standards. Property expansion may be in the form of purchases of real property, long-term leasing
arrangements or acquisitions. Future purchases, construction or acquisitions may be completed by us or with partners
or potential customers to minimize the outlay of cash, which can be significant.
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Our business is based on a recurring revenue model comprised of colocation and related interconnection and managed
infrastructure offerings. We consider these offerings recurring because our customers are generally billed on a fixed
and recurring basis each month for the duration of their contract, which is generally one to three years in length. Our
recurring revenues have comprised more than 90% of our total revenues during the past three years. In addition,
during any given quarter of the past three years, more than half of our monthly recurring revenue bookings came from
existing customers, contributing to our revenue growth. During the three months ended September 30, 2018 and 2017,
our largest customer accounted for approximately 3% and 4%, respectively, of our recurring revenues. During the nine
months ended September 30, 2018 and 2017, our largest customer accounted for approximately 3% of our recurring
revenues. Our 50 largest customers accounted for approximately 38% and 37%, respectively, of our recurring
revenues for the three months ended September 30, 2018 and 2017. Our 50 largest customers accounted for
approximately 38% and 36%, respectively, of our recurring revenues for the nine months ended September 30, 2018
and 2017.

Our non-recurring revenues are primarily comprised of installation services related to a customer’s initial deployment
and professional services we perform. These services are considered to be non-recurring because they are billed
typically once, upon completion of the installation or the professional services work performed. The majority of these
non-recurring revenues are typically billed on the first invoice distributed to the customer in connection with their
initial installation. However, revenues from installation services are deferred and recognized ratably over the period of
contract term. Additionally, revenue from contract settlements, when a customer wishes to terminate their contract
early, is generally treated as a contract modification and recognized ratably over the remaining term of the contract, if
any. As a percentage of total revenues, we expect non-recurring revenues to represent less than 10% of total revenues
for the foreseeable future.

The largest components of our cost of revenues are depreciation, rental payments related to our leased IBX data
centers, utility costs, including electricity, bandwidth access, IBX data center employees’ salaries and benefits,
including stock-based compensation, repairs and maintenance, supplies and equipment and security services. A
majority of our cost of revenues is fixed in nature and should not vary significantly from period to period, unless we
expand our existing IBX data centers or open or acquire new IBX data centers. However, there are certain costs that
are considered more variable in nature, including utilities and supplies that are directly related to growth in our
existing and new customer base. We expect the cost of our utilities, specifically electricity, will generally increase in
the future on a per-unit or fixed basis, in addition to the variable increase related to the growth in consumption by our
customers. In addition, the cost of electricity is generally higher in the summer months, as compared to other times of
the year. To the extent we incur increased utility costs, such increased costs could materially impact our financial
condition, results of operations and cash flows. Furthermore, to the extent we incur increased electricity costs as a
result of either climate change policies or the physical effects of climate change, such increased costs could materially
impact our financial condition, results of operations and cash flows.

Sales and marketing expenses consist primarily of compensation and related costs for sales and marketing personnel,
including stock-based compensation, amortization of contract costs, marketing programs, public relations,
promotional materials and travel, as well as bad debt expense and amortization of customer relationship intangible
assets.

General and administrative expenses consist primarily of salaries and related expenses, including stock-based
compensation, accounting, legal and other professional service fees, and other general corporate expenses, such as our
corporate regional headquarters office leases and some depreciation expense.

We expect our cost of revenues, sales and marketing expenses and general and administrative expenses to grow in
absolute dollars in connection with our business growth. We may periodically see a higher cost of revenues as a
percentage of revenue when a large expansion project opens or is acquired, before it starts generating any meaningful
revenue. Furthermore, in relation to cost of revenues, we note that the Americas region has a lower cost of revenues as
a percentage of revenue than either EMEA or Asia-Pacific. This is due to both the increased scale and maturity of the
Americas region, compared to either the EMEA or Asia-Pacific region, as well as a higher cost structure outside of the
Americas, particularly in EMEA. While we expect all three regions to continue to see lower cost of revenues as a
percentage of revenues in future periods, we expect the trend that sees the Americas having the lowest cost of
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revenues as a percentage of revenues to continue. As a result, to the extent that revenue growth outside the Americas
grows in greater proportion than revenue growth in the Americas, our overall cost of revenues as a percentage of
revenues may increase in future periods. Sales and marketing expenses may periodically increase as a percentage of
revenues as we continue to scale our operations by investing in sales and marketing initiatives to further increase our
revenue, including the hiring of additional headcount and new product innovations. General and administrative
expenses may also periodically increase as a percentage of revenues as we continue to grow our business.

Taxation as a REIT

We elected to be taxed as a real estate investment trust for federal income tax purposes ("REIT") beginning with our
2015 taxable year. As of September 30, 2018, our REIT structure included all of our data center operations in the
U.S., Canada, Japan
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and the data center operations in EMEA with the exception of Bulgaria, United Arab Emirates and a portion of
Turkey. Our data center operations in other jurisdictions are operated as taxable REIT subsidiaries ("TRSs").

As a REIT, we generally are permitted to deduct from our federal taxable income the dividends we pay to our
stockholders. The income represented by such dividends is not subject to federal income tax at the entity level but is
taxed, if at all, at the stockholder level. Nevertheless, the income of our TRSs which hold our U.S. operations that may
not be REIT compliant is subject, as applicable, to federal and state corporate income tax. Likewise, our foreign
subsidiaries continue to be subject to foreign income taxes in jurisdictions in which they hold assets or conduct
operations, regardless of whether held or conducted through TRSs or through qualified REIT subsidiaries ("QRSs").
We are also subject to a separate corporate income tax on any gain recognized from a sale of a REIT asset where our
basis in the asset is determined by reference to the basis of the asset in the hands of a C corporation (such as (i) an
asset that we held as of the effective date of our REIT election, which was January 1, 2015, or (ii) an asset held by us
or a QRS following the liquidation or other conversion of a former TRS). This built-in-gain tax is generally applicable
to any disposition of such an asset during the five-year period after the date we first owned the asset as a REIT asset
(e.g., January 1, 2015 in the case of REIT assets we held at the time of our REIT conversion), to the extent of the
built-in-gain based on the fair market value of such asset on the date we first held the asset as a REIT asset. If we fail
to remain qualified for federal income taxation as a REIT, we will be subject to federal income tax at regular corporate
tax rates. Even if we remain qualified for federal income taxation as a REIT, we may be subject to some federal, state,
local and foreign taxes on our income and property in addition to taxes owed with respect to our TRSs’ operations. In
particular, while state income tax regimes often parallel the federal income tax regime for REITs, many states do not
completely follow federal rules, and some may not follow them at all.

On each of March 21, 2018, June 20, 2018, and September 19, 2018, we paid quarterly cash dividends of $2.28 per
share. On November 1, 2018, we declared a quarterly cash dividend of $2.28 per share, payable on December 12,
2018, to the common stockholders of record as of the close of business on November 14, 2018. We expect the amount
of all 2018 quarterly distributions and other applicable distributions to equal or exceed the REIT's taxable income to
be recognized in 2018.

On December 22, 2017, the United States enacted legislation commonly referred to as the Tax Cuts and Jobs Act
("TCJA") which amended existing U.S. federal income tax laws. The TCJA retained the REIT regime but contained
many significant changes which impact a REIT, particularly any REIT with global operations. We are still analyzing
the new tax legislation and assessing its impact. Based on our current assessment, which is subject to further
interpretation and guidance on the new tax legislation, we believe we can continue to meet all the REIT compliance
requirements in the foreseeable future and the changes are not expected to meaningfully increase our tax liabilities in
the U.S., as we will fully distribute our REIT taxable income.

We continue to monitor our REIT compliance in order to maintain our qualification for federal income taxation as a
REIT. For this and other reasons, as necessary, we may convert some of our data center operations in other countries
into the REIT structure in future periods.

Results of Operations

Our results of operations for the three and nine months ended September 30, 2018 include the results of operations
from the Metronode Acquisition from April 18, 2018, the Infomart Dallas Acquisition from April 2, 2018, the Zenium
data center acquisition from October 6, 2017, and the Itconic acquisition from October 9, 2017. Our results of
operations for the three and nine months ended September 30, 2017 include the results of operations from certain
colocation business acquired from Verizon (the "Verizon Data Center Acquisition") from May 1, 2017 and 10 UK's
data center operating business (the "IO Acquisition") from February 3, 2017.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers ("ASU 2014-09") and issued
subsequent amendments to the initial guidance, collectively referred as "Topic 606." On January 1, 2018, as more
fully described in Note 1 of Notes to Condensed Consolidated Financial Statements in Item 1 of this Quarterly Report
on Form 10-Q, we adopted Topic 606. Results for reporting periods beginning after January 1, 2018 are presented
under Topic 606, while the comparative information has not been restated and continues to be reported under
accounting standards in effect for those periods. Under the new standard, we recognize installation revenue over the
contract period rather than over the estimated installation life as under the prior revenue standard. We also capitalize
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and amortize certain costs to obtain contracts, rather than expense them immediately as under the previous standard.

Three Months Ended September 30, 2018 and 2017

Revenues. Our revenues for the three months ended September 30, 2018 and 2017 were generated from the following

revenue classifications and geographic regions (dollars in thousands):
Three Months Ended September 30, % Change

Constant
2018 % 2017 % ActuaCurrency
@

Americas:

Recurring revenues $591,846 46 % $566,036 49 %5 % 6 %

Non-recurring revenues 33,838 3 % 30,502 3 % 11% 12 %
625,684 49 % 596,538 52 %5 %7 %

EMEA:

Recurring revenues 370,651 29 % 320,879 27 % 16% 17 %

Non-recurring revenues 26,104 2 % 17,954 2 % 45% 47 %
396,755 31 % 338,833 29 % 17% 18 %

Asia-Pacific:

Recurring revenues 245,309 19 % 202,118 18 % 21% 23 %

Non-recurring revenues 16,003 1 % 14,772 1 %8 % 10 %
261,312 20 % 216,890 19 % 20% 22 %

Total:

Recurring revenues 1,207,806 94 % 1,089,033 94 % 11% 13 %

Non-recurring revenues 75,945 6 % 63,228 6 % 20% 22 %
$1,283,751 100% $1,152,261 100% 11% 13 %

() As defined in the "Non-GAAP Financial Measures" section in Item 2 of this Quarterly Report on Form 10-Q.
Americas Revenues. As compared to the three months ended September 30, 2017, revenues for our Americas region
for the three months ended September 30, 2018 included approximately $10.4 million of incremental revenues from
the Infomart Dallas Acquisition, which closed in April 2018. Our revenues from the U.S., the largest revenue
contributor in the Americas region for the period, represented approximately 92% and 91%, respectively, of the
regional revenues during the three months ended September 30, 2018 and 2017. Excluding revenues attributable to the
Infomart Dallas Acquisition, our Americas revenue growth was primarily due to (i) approximately $15.0 million of
revenues generated from our recently-opened IBX data centers or IBX data center expansions in the Chicago, Dallas,
Washington, D.C., Miami, Sao Paulo, Culpepper and Silicon Valley metro areas and (ii) an increase in orders from
both our existing customers and new customers during the period. During the three months ended September 30,
2018, foreign currency fluctuations resulted in approximately $10.1 million of unfavorable foreign currency impact to
our Americas revenues primarily due to a generally stronger U.S. dollar relative to the Brazilian Real during the three
months ended September 30, 2018 compared to the three months ended September 30, 2017.

39

62



Edgar Filing: EQUINIX INC - Form 10-Q

Table of Contents

EMEA Revenues. Revenues for our EMEA region for the three months ended September 30, 2018 included
approximately $16.4 million of incremental revenues attributable to the Itconic and Zenium data center acquisitions,
which closed in October 2017. Our revenues from the UK, the largest revenue contributor in the EMEA region for the
period, represented approximately 30% and 32%, respectively, of the regional revenues during the three months ended
September 30, 2018 and 2017. Excluding revenues attributable to the Itconic and Zenium acquisitions, our EMEA
revenue growth was primarily due to (i) approximately $21.4 million of revenues from our recently-opened IBX data
centers or IBX data center expansions in the Amsterdam, Dubai, Frankfurt, London and Paris metro areas and (ii) an
increase in orders from both our existing customers and new customers during the period. During the three months
ended September 30, 2018, foreign currency fluctuations resulted in approximately $4.7 million of unfavorable
foreign currency impact to our EMEA revenues primarily due to a generally stronger U.S. dollar relative to the Euro,
Turkish Lira and Swedish Krona during the three months ended September 30, 2018 compared to the three months
ended September 30, 2017.
Asia-Pacific Revenues. Revenues for our Asia-Pacific region for the three months ended September 30, 2018 included
approximately $17.7 million of incremental revenues attributable to the Metronode Acquisition, which closed in April
2018. Our revenues from Japan and Singapore, the largest revenue contributors in the Asia-Pacific region for the
period, combined represented approximately 59% and 63%, respectively, of the regional revenues during the three
months ended September 30, 2018 and 2017. Excluding revenues attributable to the Metronode Acquisition, our
Asia-Pacific revenue growth was primarily due to (i) approximately $15.5 million of revenue generated from our
recently-opened IBX data center expansions in the Hong Kong, Sydney, Melbourne, Singapore and Osaka metro areas
and (ii) an increase in orders from both our existing customers and new customers during the period. During the three
months ended September 30, 2018, foreign currency fluctuations resulted in approximately $3.8 million of net
unfavorable foreign currency impact to our Asia-Pacific revenues primarily due to a generally stronger U.S. dollar
relative to the Australian Dollar during the three months ended September 30, 2018 compared to the three months
ended September 30, 2017.
Cost of Revenues. Our cost of revenues for the three months ended September 30, 2018 and 2017 were split among
the following geographic regions (dollars in thousands):

Three Months Ended September

% Change

30,
2018 % 2017 % Actuagonsmm

urrency
Americas  $281,582 43 % $270,488 46 % 4 % T %
EMEA  233.002 35 % 190,046 33 % 23% 24 %
Asia-Pacific 145725 22 % 121,826 21 % 20% 21 %

Total $660,309 100% $582,360 100% 13% 15 %
Three
Months
Ended
September
30,
2018 2017

Cost of revenues as a percentage of revenues:

Americas 45% 45 %

EMEA 59% 56 %

Asia-Pacific 56% 56 %

Total 51% 51%

Americas Cost of Revenues. As compared to the three months ended September 30, 2017, cost of revenues for our
Americas region for the three months ended September 30, 2018 included approximately $9.9 million incremental
cost of revenues from the Infomart Dallas Acquisition. Excluding the impact from this acquisition, our Americas cost
of revenues did not materially change during the three months ended September 30, 2018 compared to the three

63



Edgar Filing: EQUINIX INC - Form 10-Q

months ended September 30, 2017. During the three months ended September 30, 2018, foreign currency fluctuations
resulted in approximately $6.9 million of favorable foreign currency impact to our Americas cost of revenues
primarily due to a generally stronger U.S. dollar relative to the Brazilian Real during the three months ended
September 30, 2018 compared to the three months ended September 30, 2017. We expect Americas cost of revenues
to increase as we continue to grow our business, including results from recent acquisitions.

EMEA Cost of Revenues. Cost of revenues for our EMEA region for the three months ended September 30, 2018
included approximately $14.3 million incremental cost of revenues from the Itconic and Zenium acquisitions.
Excluding the impacts from these acquisitions, the increase in our EMEA cost of revenues was primarily due to (i)
$13.4 million of higher utilities costs driven by IBX expansions, increased usage and price increases; (ii) $2.4 million
of higher office expenses and rent and facility costs,
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primarily due to an increase in expansion activity and usage due to our business growth; (iii) $7.2 million of higher
depreciation expense, primarily driven by expansion activity in Amsterdam, Frankfurt, London and Paris and (iv) $3.1
million of higher compensation costs, including general salaries, bonuses and stock-based compensation and higher
headcount growth (1,288 EMEA cost of revenues employees, excluding those from the Itconic and Zenium
acquisitions, as of September 30, 2018 versus 1,167 as of September 30, 2017). During the three months ended
September 30, 2018, foreign currency fluctuations on our EMEA cost of revenues resulted in approximately $2.9
million of net favorable foreign currency impact to our EMEA cost of revenues primarily due to a generally stronger
U.S. dollar relative to the Euro, Turkish Lira and Swedish Krona during the three months ended September 30, 2018
compared to the three months ended September 30, 2017. We expect EMEA cost of revenues to increase as we
continue to grow our business.
Asia-Pacific Cost of Revenues. Cost of revenues for our Asia-Pacific region for the three months ended September 30,
2018 included approximately $11.3 million incremental cost of revenues from the Metronode Acquisition. Excluding
the impact from the Metronode Acquisition, the increase in our Asia-Pacific cost of revenues for the three months
ended September 30, 2018 as compared to the three months ended September 30, 2017 was primarily due to (i) $3.6
million of higher utilities costs, primarily driven by higher usage in Japan and Singapore; (ii) $2.9 million of higher
depreciation expense, primarily from IBX expansions in Japan, Australia, Singapore and Hong Kong and (iii) $2.4
million of higher office expenses and rent and facility costs due to business growth. For the three months ended
September 30, 2018, the impact of foreign currency fluctuations on our Asia-Pacific cost of revenues was not
significant when compared to average exchange rates of the three months ended September 30, 2017. We expect our
Asia-Pacific cost of revenues to increase as we continue to grow our business, including the impact from the
Metronode Acquisition.
Sales and Marketing Expenses. Our sales and marketing expenses for the three months ended September 30, 2018 and
2017 were split among the following geographic regions (dollars in thousands):

Three Months Ended September

30, % Change
2018 % 2017 %  ActualomSEM
Currency

Americas  $96,899 61 % $99,599 63 % (3)% 2 )%
EMEA 37,594 24 % 39,359 25 % (4)% 3 )%
Asia-Pacific23,427 15 % 18,661 12 % 26 % 27 %

Total $157,920 100% $157,619 100% — % 1 %
Three
Months
Ended
September
30,
2018 2017
Sales and marketing expenses as a percentage of revenues:
Americas 15% 17 %
EMEA 9 % 12%
Asia-Pacific 9 %9 %
Total 12% 14 %

Americas Sales and Marketing Expenses. Our Americas sales and marketing expenses did not materially change
during the three months ended September 30, 2018 compared to the three months ended September 30, 2017. For the
three months ended September 30, 2018, the impact of foreign currency fluctuations on our Americas sales and
marketing expenses was not significant when compared to average exchange rates of the three months ended
September 30, 2017. We anticipate that we will continue to invest in Americas sales and marketing initiatives and
expect our Americas sales and marketing expenses to increase as we continue to grow our business, including the
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impact from recent acquisitions.

EMEA Sales and Marketing Expenses. Our EMEA sales and marketing expenses did not materially change during the
three months ended September 30, 2018 compared to the three months ended September 30, 2017. For the three
months ended September 30, 2018, the impact of foreign currency fluctuations on our EMEA sales and marketing
expenses was not significant when compared to average exchange rates of the three months ended September 30,
2017. Over the past several years, we have been investing in our EMEA sales and marketing initiatives to further
increase our revenues.

Asia-Pacific Sales and Marketing Expenses. The increase in our Asia-Pacific sales and marketing expenses for the
three months ended September 30, 2018 compared to the three months ended September 30, 2017 was primarily due
to $2.5 million of incremental amortization expenses from the acquired intangible assets in connection with the
Metronode Acquisition. For the three
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months ended September 30, 2018, the impact of foreign currency fluctuations on our Asia-Pacific sales and
marketing expenses was not significant when compared to average exchange rates of the three months ended
September 30, 2017. Over the past several years, we have been investing in our Asia-Pacific sales and marketing
initiatives and expect our Asia-Pacific sales and marketing expenses to continue to increase as we continue to grow
our business, including the impact from the Metronode Acquisition.
General and Administrative Expenses. Our general and administrative expenses for the three months ended September
30, 2018 and 2017 were split among the following geographic regions (dollars in thousands):

Three Months Ended September

30, % Change
2018 % 2017 %  ActualomSEM
Currency

Americas  $140,938 68 % $119,434 64 % 18 % 19 %
EMEA 44,084 21 % 44380 24 % (1)% — %
Asia-Pacific21,880 11 % 21,522 12 % 2 % 2 %

Total $206,902 100% $185,336 100% 12 % 12 %
Three
Months
Ended
September
30,
2018 2017
General and administrative expenses as a percentage of revenues:
Americas 23% 20%
EMEA 11% 13 %
Asia-Pacific 8 % 10%
Total 16% 16 %

Americas General and Administrative Expenses. The increase in our Americas general and administrative expenses
was primarily due to (i) $7.7 million of higher compensation costs, including general salaries, bonuses, stock-based
compensation, and headcount growth (1,297 Americas general and administrative employees as of September 30,
2018 versus 1,088 as of September 30, 2017); (ii) $6.7 million of higher office, outside service consulting, and rent
and facilities costs in support of our business growth and (iii) $6.8 million of higher depreciation expense associated
with the implementation of certain systems, including revenue, data management and cloud exchange systems, to
improve our quote to order and billing processes and to support the integration and growth of our business. During the
three months ended September 30, 2018, the impact of foreign currency fluctuations on our Americas general and
administrative expenses was not significant when compared to average exchange rates for the three months ended
September 30, 2017. Over the course of the past year, we have been investing in our Americas general and
administrative functions to scale this region effectively for growth, which has included additional investments in
improving our back office systems. We expect our current efforts to improve our back office systems will continue
over the next several years. Going forward, although we are carefully monitoring our spending, we expect our
Americas general and administrative expenses to increase as we continue to further scale our operations to support our
growth, including these investments in our back office systems, investments to maintain our REIT qualification and
recent acquisitions.

EMEA General and Administrative Expenses. Our EMEA general and administrative expenses did not materially
change during the three months ended September 30, 2018 compared to the three months ended September 30, 2017.
During the three months ended September 30, 2018, the impact of foreign currency fluctuations on our EMEA general
and administrative expenses was not significant when compared to average exchange rates for the three months ended
September 30, 2017. Over the course of the past year, we have been investing in our EMEA general and
administrative functions as a result of our ongoing efforts to scale this region effectively for growth. Going forward,
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although we are carefully monitoring our spending, we expect our EMEA general and administrative expenses to
increase in future periods as we continue to scale our operations to support our growth.

Asia-Pacific General and Administrative Expenses. Our Asia-Pacific general and administrative expenses did not
materially change during the three months ended September 30, 2018 compared to the three months ended September
30, 2017. The impact of foreign currency fluctuations on our Asia-Pacific general and administrative expenses for the
three months ended September 30, 2018 was not significant when compared to average exchange rates of the three
months ended September 30, 2017. Going forward, although we are carefully monitoring our spending, we expect our
Asia-Pacific general and administrative expenses to increase as we continue to support our growth, including the
impact from the Metronode Acquisition.
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Acquisition Costs. During the three months ended September 30, 2018, we recorded a net reduction to acquisition
costs totaling $1.1 million, primarily in the EMEA region. During the three months ended September 30, 2017, we
recorded acquisition costs totaling $2.1 million, primarily in the Americas region, due to the Verizon Data Center
Acquisition.
Gain on Asset Sales. During the three months ended September 30, 2018, we recorded a gain on asset sales of $6.0
million primarily relating to the sale of the Frankfurt 3 ("FR3") data center in the EMEA region. We did not have any
gain on asset sales during the three months ended September 30, 2017.
Income from Operations. Our income from operations for the three months ended September 30, 2018 and 2017 was
split among the following geographic regions (dollars in thousands):

Three Months Ended September

% Change

30,
2018 % 2017 % Actuagonsmm
urrency

Americas  $106,536 40 % $105,785 47 % 1 % 2 %
EMEA 88,830 33 % 64,197 29 % 38% 40 %
Asia-Pacific70,387 27 % 54,881 24 % 28% 31 %
Total $265,753 100% $224,863 100% 18% 20 %
Americas Income from Operations. Our Americas income from operations did not materially change during the three
months ended September 30, 2018 compared to the three months ended September 30, 2017. The impact of foreign
currency fluctuations on our Americas income from operations for the three months ended September 30, 2018 was
not significant when compared to average exchange rates of the three months ended September 30, 2017.
EMEA Income from Operations. The increase in our EMEA income from operations was primarily due to higher
revenues as a result of our IBX data center expansion activity and acquisitions, lower sales and marketing and general
and administrative expenses as a percentage of revenues, as well as a gain on asset sales in the current year. The
impact of foreign currency fluctuations on our EMEA income from operations for the three months ended September
30, 2018 was not significant when compared to average exchange rates of the three months ended September 30,
2017.
Asia-Pacific Income from Operations. The increase in our Asia-Pacific income from operations was primarily due to
higher revenues as a result of our IBX data center expansion activity and acquisitions, as described above, as well as
lower general and administrative expenses as a percentage of revenues. The impact of foreign currency fluctuations on
our Asia-Pacific income from operations for the three months ended September 30, 2018 was not significant when
compared to average exchange rates of the three months ended September 30, 2017.
Interest Income. Interest income was $2.9 million and $2.3 million, respectively, for the three months ended
September 30, 2018 and 2017. The average annualized yield for the three months ended September 30, 2018 was
1.24% versus 0.68% for the three months ended September 30, 2017.
Interest Expense. Interest expense increased to $130.6 million for the three months ended September 30, 2018 from
$121.8 million for the three months ended September 30, 2017, primarily attributable to our issuance of €750.0 million
2.875% Euro Senior Notes due 2024 in March 2018 and $750 million 5.000% Infomart Senior Notes in April 2018.
The increase was partially offset by lower weighted average interest rates during the three months ended September
30, 2018, as compared to the three months ended September 30, 2017. We capitalized $6.2 million of interest expense
to construction in progress for both the three months ended September 30, 2018 and 2017. We expect to incur higher
interest expense in future periods in connection with additional indebtedness that we incurred during 2018 and as a
result of the increasing interest rates.
Other Income (Expense). We recorded net other income of $3.7 million for the three months ended September 30,
2018 and net other expense of $1.1 million for the three months ended September 30, 2017, which was primarily due
to foreign currency exchange gains and losses during those periods.
Gain (Loss) on debt extinguishment. We recorded a $1.5 million net gain on debt extinguishment during the three
months ended September 30, 2018, primarily due to the net impact of refinancing of our Japanese Yen Term Loan and
a lease termination. During the three months ended September 30, 2017, we recorded a $22.2 million loss on debt
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extinguishment as a result of the repayment of all of our 4.875% senior notes and an amendment of financing
obligations for a data center in Santa Clara and other various lease modifications and terminations.

Income Taxes. We operate as a REIT for federal income tax purposes. As a REIT, we are generally not subject to
federal income taxes on our taxable income distributed to stockholders. We intend to distribute or have distributed the
entire taxable
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income generated by the operations of our REIT and QRSs for the tax years ended December 31, 2018 and 2017,
respectively. As such, other than built-in-gains recognized and withholding taxes, no provision for U.S. income taxes
for the REIT and QRSs has been included in the accompanying condensed consolidated financial statements for the
three months ended September 30, 2018 and 2017.
We have made TRS elections for some of our subsidiaries in and outside the U.S. In general, a TRS may provide
services that may otherwise be considered impermissible for REITSs to provide and may hold assets that may not be
REIT compliant. U.S. income taxes for the TRS entities located in the U.S. and foreign income taxes for our foreign
operations regardless of whether the foreign operations are operated as QRSs or TRSs have been accrued, as
necessary, for the three months ended September 30, 2018 and 2017.
For the three months ended September 30, 2018 and 2017, we recorded $18.5 million and $2.2 million of income tax
expense, respectively. Our effective tax rates were 12.9% and 2.7%, respectively, for the three months ended
September 30, 2018 and 2017. The increase in the effective tax rate for the three months ended September 30, 2018 as
compared to the same period in 2017 is primarily due to increased profits in higher tax rate jurisdictions, which is
partially offset by a release of valuation allowance during the three months ended September 30, 2018.
Our accounting for deferred taxes involves weighing positive and negative evidence relating to the realizability of
deferred tax assets in each tax jurisdiction. A release of valuation allowance results in the recognition of certain
deferred tax assets and a decrease to income tax expense for the period in which the event occurs. We recognized a tax
benefit of approximately $33.0 million in the three months ended September 30, 2018 as a result of concluding that
the valuation allowances were no longer required in certain foreign jurisdictions after considering such evidence as the
nature, frequency, severity of current and cumulative financial reporting losses, and sources of future taxable incomes
and tax planning strategies.
Adjusted EBITDA. Adjusted EBITDA is a key factor in how we assess the operating performance of our segments
and develop regional growth strategies such as IBX data center expansion decisions. We define adjusted EBITDA as
income or loss from operations excluding depreciation, amortization, accretion, stock-based compensation expense,
restructuring charges, impairment charges, acquisition costs and gain on asset sales. See "Non-GAAP Financial
Measures" below for more information about adjusted EBITDA and a reconciliation of adjusted EBITDA to income
or loss from operations. Our adjusted EBITDA for the three months ended September 30, 2018 and 2017 was split
among the following geographic regions (dollars in thousands):

Three Months Ended September

% Change

30,
2018 % 2017 % Actuagonsmm
urrency

Americas  $296,003 48 % $292,101 53 % 1 % 3 %
EMEA 179,797 30 % 146,464 27 % 23% 24 %
Asia-Pacific 136,726 22 % 111,754 20 % 22% 24 %
Total $612,526 100% $550,319 100% 11% 13 %
Americas Adjusted EBITDA. The increase in our Americas adjusted EBITDA was primarily due to the Infomart
Dallas Acquisition, higher revenues as a result of our IBX data center expansion activity and organic growth as
described above. During the three months ended September 30, 2018, foreign currency fluctuations resulted in
approximately $3.9 million of net unfavorable foreign currency impact to our Americas adjusted EBITDA primarily
due to a generally stronger U.S. dollar relative to the Brazilian Real during the three months ended September 30,
2018 compared to the three months ended September 30, 2017.
EMEA Adjusted EBITDA. The increase in our EMEA adjusted EBITDA was primarily due to higher revenues as a
result of our IBX data center expansion activity and acquisitions, as described above, as well as lower sales and
marketing and general and administrative expenses as a percentage of revenues. During the three months ended
September 30, 2018, foreign currency fluctuations resulted in approximately $2.5 million of net unfavorable foreign
currency impact to our EMEA adjusted EBITDA primarily due to a generally stronger U.S. dollar relative to the Euro,
Turkish Lira and Swedish Krona during the three months ended September 30, 2018 compared to the three months
ended September 30, 2017.
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Asia-Pacific Adjusted EBITDA. The increase in our Asia-Pacific adjusted EBITDA was primarily due to the
Metronode Acquisition, higher revenues as a result of our IBX data center expansion activity and organic growth as
described above. The impact of foreign currency fluctuations on our Asia-Pacific adjusted EBITDA for the three
months ended September 30, 2018 was not significant when compared to average exchange rates of the three months
ended September 30, 2017.
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Nine Months Ended September 30, 2018 and 2017

Revenues. Our revenues for the nine months ended September 30, 2018 and 2017 were generated from the following

revenue classifications and geographic regions (dollars in thousands):
Nine Months Ended September 30, % Change

Constant
2018 % 2017 % ActuaCurrency
Y]

Americas:

Recurring revenues $1,756,725 47 % $1,492,059 47 % 18% 19 %

Non-recurring revenues 89,861 2 % 74,534 2 % 21% 21 %
1,846,586 49 % 1,566,593 49 % 18% 19 %

EMEA.:

Recurring revenues 1,085,723 29 % 922,067 29 % 18% 11 %

Non-recurring revenues 73,830 2 % 54,557 2 % 35% 28 %
1,159,553 31 % 976,624 31 % 19% 12 %

Asia-Pacific:

Recurring revenues 703,736 19 % 583,395 19 % 21% 19 %

Non-recurring revenues 51,696 1 % 41,595 1 % 24% 22 %
755,432 20 % 624,990 20 % 21% 19 %

Total:

Recurring revenues 3,546,184 95 % 2,997,521 95 % 18% 16 %

Non-recurring revenues 215,387 5 % 170,686 5 % 26% 24 %
$3,761,571 100% $3,168,207 100% 19% 17 %

() As defined in the "Non-GAAP Financial Measures" section in Item 2 of this Quarterly Report on Form 10-Q.
Americas Revenues. As compared to the nine months ended September 30, 2017, revenues for our Americas region
for the nine months ended September 30, 2018 included approximately $199.8 million of incremental revenues from
the Verizon Data Center Acquisition, which closed in May 2017, and the Infomart Dallas Acquisition, which closed in
April 2018. Specifically, Americas revenues for the nine months ended September 30, 2018 included nine months
revenue contribution from the Verizon Data Center Acquisition and six months revenue contribution from the
Infomart Dallas Acquisition, as compared to five months revenue contribution from the Verizon Data Center
Acquisition for the same period in 2017. Our revenues from the U.S., the largest revenue contributor in the Americas
region for the period, represented approximately 91% of the regional revenues during both the nine months ended
September 30, 2018 and 2017. Excluding revenues attributable to the Infomart Dallas and Verizon Data Center
Acquisitions, our Americas revenue growth was primarily due to (i) approximately $62.9 million of revenues
generated from our recently-opened IBX data centers or IBX data center expansions in the Chicago, Denver, Houston,
Washington, D.C., Miami, Sao Paulo, Rio de Janeiro, Culpepper and Silicon Valley metro areas and (ii) an increase in
orders from both our existing customers and new customers during the period. During the nine months ended
September 30, 2018, foreign currency fluctuations resulted in approximately $15.6 million of unfavorable foreign
currency impact to our Americas revenues primarily due to a generally stronger U.S. dollar relative to the Brazilian
Real during the nine months ended September 30, 2018 compared to the nine months ended September 30, 2017.
EMEA Revenues. Revenues for our EMEA region for the nine months ended September 30, 2018 included
approximately $52.2 million of incremental revenues from the IO Acquisition, which closed in February 2017, and the
Itconic and Zenium data center acquisitions, which closed in October 2017. Our revenues from the UK, the largest
revenue contributor in the EMEA region for the period, represented approximately 30% of the regional revenues
during both the nine months ended September 30, 2018 and 2017. Excluding revenues attributable to the 10, Itconic,
and Zenium acquisitions, our EMEA revenue growth was primarily due to (i) approximately $65.7 million of revenues
from our recently-opened IBX data centers or IBX data center expansions in the Amsterdam, Dubai, Frankfurt,
London and Paris metro areas and (ii) an increase in orders from both our existing customers and new customers
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during the period. During the nine months ended September 30, 2018, foreign currency fluctuations resulted in
approximately $67.1 million of favorable foreign currency impact to our EMEA revenues primarily due to a generally
weaker U.S. dollar relative to the Euro and British Pound during the nine months ended September 30, 2018 compared
to the nine months ended September 30, 2017. The foreign currency impact to EMEA revenues was partially offset by
realized cash flow hedge losses.
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Asia-Pacific Revenues. Revenues for our Asia-Pacific region for the nine months ended September 30, 2018 included
approximately $31.7 million of incremental revenues from the Metronode Acquisition, which closed in April 2018.
Our revenues from Japan and Singapore, the largest revenue contributors in the Asia-Pacific region for the period,
combined represented approximately 61% and 63%, respectively, of the regional revenues during the nine months
ended September 30, 2018 and 2017. Excluding revenues attributable to the Metronode Acquisition, our Asia-Pacific
revenue growth was primarily due to (i) approximately $42.9 million of revenue generated from our recently-opened
IBX data center expansions in the Hong Kong, Sydney, Melbourne, Singapore and Osaka metro areas and (ii) an
increase in orders from both our existing customers and new customers during the period. During the nine months
ended September 30, 2018, foreign currency fluctuations resulted in approximately $11.9 million of net favorable
foreign currency impact to our Asia-Pacific revenues primarily due to a generally weaker U.S. dollar relative to
Japanese Yen and Singapore Dollar during the nine months ended September 30, 2018 compared to the nine months
ended September 30, 2017.
Cost of Revenues. Our cost of revenues for the nine months ended September 30, 2018 and 2017 were split among the
following geographic regions (dollars in thousands):

Nine Months Ended September 30, % Change

2018 % 2017 % Acmagonsmm

urrency

Americas  $829,118 43 % $680,942 44 % 22% 23 %
EMEA 685,473 35 % 538,661 34 % 27% 20 %
Asia-Pacific419,949 22 % 353,921 22 % 19% 17 %

Total $1,934,540 100% $1,573,524 100% 23% 21 %
Nine
Months
Ended
September
30,
2018 2017

Cost of revenues as a percentage of revenues:

Americas 45% 43 %

EMEA 59% 55 %

Asia-Pacific 56% 57 %

Total 51% 50 %

Americas Cost of Revenues. As compared to the nine months ended September 30, 2017, cost of revenues for our
Americas region for the nine months ended September 30, 2018 included approximately $104.5 million incremental
cost of revenues from the Verizon Data Center Acquisition and the Infomart Dallas Acquisition. Excluding the impact
from these acquisitions, the increase in our Americas cost of revenues for the nine months ended September 30, 2018
compared to the nine months ended September 30, 2017 was primarily due to (i) $13.9 million higher depreciation
expense primarily due to our IBX data center expansion activity; (ii) $12.7 million of higher repair and maintenance,
taxes, licenses, insurance, and other cost of sales in support of our business growth; (iii) $4.9 million of higher rent
and facility costs due to new fuel cell leases and IBX growth and (iv) $11.8 million of higher compensation costs,
including general salaries, bonuses and stock-based compensation and higher headcount growth (1,185 Americas cost
of revenues employees, excluding those from the Verizon Data Center Acquisition, as of September 30, 2018 versus
1,090 as of September 30, 2017). During the nine months ended September 30, 2018, foreign currency fluctuations
resulted in approximately $10.4 million of favorable foreign currency impact to our Americas cost of revenues
primarily due to a generally stronger U.S. dollar relative to the Brazilian Real during the nine months ended
September 30, 2018 compared to the nine months ended September 30, 2017. We expect our Americas cost of
revenues to increase as we continue to grow our business, including results from recent acquisitions.

EMEA Cost of Revenues. Cost of revenues for our EMEA region for the nine months ended September 30, 2018
included approximately $39.3 million incremental cost of revenues from the IO, Itconic, and Zenium acquisitions.
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Excluding the impacts from these acquisitions, the increase in our EMEA cost of revenues was primarily due to (i)
$37.6 million of higher utilities costs driven by IBX expansions, increased usage and price increases; (i) $16.8
million of higher office expenses, rent and facility costs, and repair and maintenance primarily due to an increase in
expansion activity and usage due to our business growth; (iii) $4.6 million of higher outside services consulting and
taxes, licenses and insurance; (iv) $41.8 million of higher depreciation expense, primarily driven by expansion activity
in Dubai, Amsterdam, London, Frankfurt and Paris and (v) $16.4 million of higher compensation costs, including
general salaries, bonuses and stock-based compensation and higher headcount growth (1,288 EMEA cost of revenues
employees, excluding those from the Itconic and Zenium acquisitions, as of September 30, 2018 versus 1,167 as of
September 30, 2017), partially offset by a $11.6 million reduction in other cost of sales, primarily due to realized cash
flow
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hedge gains. During the nine months ended September 30, 2018, foreign currency fluctuations on our EMEA cost of
revenues resulted in approximately $37.5 million of net unfavorable foreign currency impact to our EMEA cost of
revenues primarily due to a generally weaker U.S. dollar relative to the Euro and British Pound during the nine
months ended September 30, 2018 compared to the nine months ended September 30, 2017. We expect EMEA cost of
revenues to increase as we continue to grow our business.
Asia-Pacific Cost of Revenues. Cost of revenues for our Asia-Pacific region for the nine months ended September 30,
2018 included approximately $20.2 million incremental cost of revenues from the Metronode Acquisition. Excluding
the impact from the Metronode Acquisition, the increase in our Asia-Pacific cost of revenues for the nine months
ended September 30, 2018 as compared to the nine months ended September 30, 2017 was primarily due to (i) $20.3
million of higher utilities costs, rent and facility costs and repairs and maintenance expense, primarily driven by
higher usage in Japan, Australia, Singapore and Hong Kong; (ii) $14.4 million of higher depreciation expense,
primarily from IBX expansions in Japan, Australia, Singapore and Hong Kong; (iii) $7.9 million of higher other cost
of sales, primarily due to custom service orders, and (iv) $3.0 million of higher compensation costs, including general
salaries, bonuses and stock-based compensation and higher headcount growth (879 Asia-Pacific cost of revenues
employees as of September 30, 2018 versus 818 as of September 30, 2017). During the nine months ended September
30, 2018, foreign currency fluctuations resulted in approximately $5.3 million of net unfavorable foreign currency
impact to our Asia-Pacific cost of revenues primarily due to a generally weaker U.S. dollar relative to the Japanese
Yen and Singapore Dollar during the nine months ended September 30, 2018 compared to the nine months ended
September 30, 2017. We expect Asia-Pacific cost of revenues to increase as we continue to grow our business,
including the impact from the Metronode acquisition.
Sales and Marketing Expenses. Our sales and marketing expenses for the nine months ended September 30, 2018 and
2017 were split among the following geographic regions (dollars in thousands):

Nine Months Ended September

30, % Change
2018 % 2017 %  ActualomSEM
Currency

Americas  $291,416 62 % $251,988 59 % 16 % 16 %
EMEA 114,201 24 % 117,307 27 % 3)% (8 )%
Asia-Pacific66,281 14 % 58,817 14 % 13 % 11 %

Total $471,898 100% $428,112 100% 10 % 9 %
Nine
Months
Ended
September
30,
2018 2017
Sales and marketing expenses as a percentage of revenues:
Americas 16% 16 %
EMEA 10% 12 %
Asia-Pacific 9 %9 %
Total 13% 14 %

Americas Sales and Marketing Expenses. The increase in our Americas sales and marketing expenses for the nine
months ended September 30, 2018 was primarily due to (i) $38.1 million of amortization from the acquired intangible
assets in connection with the Verizon Data Center Acquisition and (ii) $1.0 million of higher compensation costs,
including sales compensation, general salaries and stock-based compensation and headcount growth. For the nine
months ended September 30, 2018, the impact of foreign currency fluctuations on our Americas sales and marketing
expenses was not significant when compared to average exchange rates of the nine months ended September 30, 2017.
We anticipate that we will continue to invest in Americas sales and marketing initiatives and expect our Americas
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sales and marketing expenses to continue to increase as we continue to grow our business, including the impact from
recent acquisitions.

EMEA Sales and Marketing Expenses. The decrease in our EMEA sales and marketing expenses for the nine months
ended September 30, 2018 was primarily due to (i) $5.4 million of lower bad debt expense; (ii) $4.4 million decrease
due to realized cash flow hedge gains and (iii) $2.4 million lower outside service consulting expense, partially offset
by (i) $6.6 million of amortization from the acquired intangible assets, primarily due to Itconic, and (ii) $1.1 million of
higher compensation costs, including sales compensation, general salaries and stock-based compensation and
headcount growth. For the nine months ended September 30, 2018, foreign currency fluctuations on our EMEA sales
and marketing expenses resulted in approximately $6.0 million of net unfavorable foreign currency impact to our
EMEA sales and marketing expenses primarily due to a generally weaker U.S. dollar relative to the Euro and British
Pound during the nine months ended September 30, 2018 compared to the nine months
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ended September 30, 2017. Over the past several years, we have been investing in our EMEA sales and marketing
initiatives to further increase our revenues.
Asia-Pacific Sales and Marketing Expenses. The increase in our Asia-Pacific sales and marketing expenses was
primarily due to (i) $2.5 million of incremental amortization expenses from the acquired intangible assets in
connection with the Metronode Acquisition and (ii) $2.9 million of higher compensation costs, including sales
compensation, general salaries and stock-based compensation and headcount growth. For the nine months ended
September 30, 2018, the impact of foreign currency fluctuations on our Asia-Pacific sales and marketing expenses
was not significant when compared to average exchange rates of the nine months ended September 30, 2017. Over the
past several years, we have been investing in our Asia-Pacific sales and marketing initiatives and expect our
Asia-Pacific sales and marketing expenses to continue to increase as we continue to grow our business, including the
impact from the Metronode acquisition.
General and Administrative Expenses. Our general and administrative expenses for the nine months ended September
30, 2018 and 2017 were split among the following geographic regions (dollars in thousands):

Nine Months Ended September

30, % Change
2018 % 2017 %  ActualomSEM
Currency

Americas  $417,627 67 % $344,754 62 % 21 % 22 %
EMEA 137,673 22 % 152,016 27 % (9)% (14 )%
Asia-Pacific65,248 11 % 61,320 11 % 6 % 4 %

Total $620,548 100% $558,090 100% 11 % 10 %
Nine
Months
Ended
September
30,
2018 2017
General and administrative expenses as a percentage of revenues:
Americas 23% 22 %
EMEA 12% 16 %
Asia-Pacific 9 % 10%
Total 16% 18 %

Americas General and Administrative Expenses. The increase in our Americas general and administrative expenses
was primarily due to (i) $30.8 million of higher compensation costs, including general salaries, bonuses, stock-based
compensation, and headcount growth (1,297 Americas general and administrative employees, including those from
the Verizon Data Center Acquisition, as of September 30, 2018 versus 1,088 as of September 30, 2017); (ii) $13.6
million of higher office, rent and facilities costs and consulting expenses in support of our business growth and

(iii) $22.8 million of higher depreciation expense associated with the implementation of certain systems, including
revenue, data management and cloud exchange systems, to improve our quote to order and billing processes and to
support the integration and growth of our business. During the nine months ended September 30, 2018, the impact of
foreign currency fluctuations on our Americas general and administrative expenses was not significant when
compared to average exchange rates for the nine months ended September 30, 2017. Over the course of the past year,
we have been investing in our Americas general and administrative functions to scale this region effectively for
growth, which has included additional investments in improving our back office systems. We expect our current
efforts to improve our back office systems will continue over the next several years. Going forward, although we are
carefully monitoring our spending, we expect Americas general and administrative expenses to increase as we
continue to further scale our operations to support our growth, including these investments in our back office systems,
investments to maintain our REIT qualification and recent acquisitions.
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EMEA General and Administrative Expenses. The decrease in our EMEA general and administrative expenses was
primarily due to (i) $23.1 million of lower amortization expense as a result of fully amortizing the TelecityGroup trade
names during the third quarter of 2017; (ii) $6.1 million decrease due to realized cash flow hedge gains and (iii) $4.3
million lower outside services consulting expense, partially offset by an increase of $17.2 million of compensation
expenses, including general salaries, bonuses, and stock-based compensation and headcount growth (807 EMEA
general and administrative employees as of September 30, 2018 versus 744 as of September 30, 2017). For the nine
months ended September 30, 2018, foreign currency fluctuations on our EMEA general and administrative expenses
resulted in approximately $6.4 million of net unfavorable foreign currency impact to our EMEA general and
administrative expenses primarily due to a generally weaker U.S. dollar relative to the Euro and British Pound during
the nine months ended September 30, 2018 compared to the nine months ended September 30, 2017. Over the course
of
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the past year, we have been investing in our EMEA general and administrative functions as a result of our ongoing
efforts to scale this region effectively for growth. Going forward, although we are carefully monitoring our spending,
we expect our EMEA general and administrative expenses to increase in future periods as we continue to scale our
operations to support our growth.
Asia-Pacific General and Administrative Expenses. The increase in our Asia-Pacific general and administrative
expenses was primarily due to higher compensation costs, including general salaries, bonuses, stock-based
compensation, and headcount growth (475 Asia-Pacific general and administrative employees as of September 30,
2018 versus 427 as of September 30, 2017). The impact of foreign currency fluctuations on our Asia-Pacific general
and administrative expenses for the nine months ended September 30, 2018 was not significant when compared to
average exchange rates of the nine months ended September 30, 2017. Going forward, although we are carefully
monitoring our spending, we expect Asia-Pacific general and administrative expenses to increase as we continue to
support our growth, including the impact from the Metronode acquisition.
Acquisition Costs. During the nine months ended September 30, 2018, we recorded acquisition costs totaling $33.9
million, primarily in the Asia-Pacific and Americas regions, due to our acquisitions of Metronode and Infomart
Dallas. During the nine months ended September 30, 2017, we recorded acquisition costs totaling $31.5 million,
primarily in the Americas region, due to the Verizon Data Center Acquisition.
Gain on Asset Sales. During the nine months ended September 30, 2018, we recorded a gain on asset sales of $6.0
million primarily relating to the sale of the FR3 data center in the EMEA region. We did not have any gain on asset
sales during the nine months ended September 30, 2017.
Income from Operations. Our income from operations for the nine months ended September 30, 2018 and 2017 was
split among the following geographic regions (dollars in thousands):

Nine Months Ended September

% Change

30,
2018 % 2017 % Actuagonsmm
urrency

Americas  $295,983 42 % $261,934 46 % 13% 14 %
EMEA 225979 32 % 164,105 28 % 38% 27 %
Asia-Pacific 184,704 26 % 150,932 26 % 22% 19 %
Total $706,666 100% $576,971 100% 22% 19 %
Americas Income from Operations. The increase in our Americas income from operations was primarily due to higher
income generated from acquisitions, higher revenues as a result of our IBX data center expansion activity and organic
growth as described above. The impact of foreign currency fluctuations on our Americas income from operations for
the nine months ended September 30, 2018 was not significant when compared to average exchange rates of the nine
months ended September 30, 2017.
EMEA Income from Operations. The increase in our EMEA income from operations was primarily due to higher
revenues as a result of our IBX data center expansion activity and acquisitions, as described above, as well as lower
sales and marketing and general and administrative expenses as a percentage of revenues, which was primarily due to
lower amortization costs as a result of fully amortizing the TelecityGroup trade names during the third quarter of
2017. Foreign currency fluctuations on our EMEA income from operations for the nine months ended September 30,
2018 resulted in approximately $17.3 million of net favorable foreign currency impact to our EMEA income from
operations primarily due to a generally weaker U.S. dollar relative to the Euro and British Pound during the nine
months ended September 30, 2018 compared to the nine months ended September 30, 2017.
Asia-Pacific Income from Operations. The increase in our Asia-Pacific income from operations was primarily due to
higher income generated from the Metronode Acquisition, higher revenues as a result of our IBX data center
expansion activity and organic growth as described above and lower operating expenses as a percentage of revenues,
especially cost of sales. Foreign currency fluctuations on our Asia-Pacific income from operations for the nine months
ended September 30, 2018 resulted in approximately $4.8 million of net favorable foreign currency impact to our
Asia-Pacific income from operations primarily due to a generally weaker U.S. dollar relative to the Japanese Yen and
Singapore Dollar during the nine months ended September 30, 2018 compared to the nine months ended September
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30, 2017.

Interest Income. Interest income was $11.5 million and $9.8 million, respectively, for the nine months ended
September 30, 2018 and 2017. The average annualized yield for the nine months ended September 30, 2018 was
1.12% versus 0.57% for the nine months ended September 30, 2017.

Interest Expense. Interest expense increased to $391.5 million for the nine months ended September 30, 2018 from
$352.6 million for the nine months ended September 30, 2017, primarily attributable to our issuance of the €750.0
million 2.875% Euro Senior Notes due 2024 in March 2018 and $750 million 5.000% Infomart Senior Notes in April
2018. The increase was partially
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offset by lower weighted average interest rates during the nine months ended September 30, 2018, as compared to the
nine months ended September 30, 2017. We capitalized $13.0 million and $20.6 million of interest expense to
construction in progress for the nine months ended September 30, 2018 and 2017, respectively. We expect to incur
higher interest expense in future periods in connection with additional indebtedness that we incurred during 2018 and
as a result of the increasing interest rates.
Other Income (Expense). We recorded net other income of $9.5 million and $0.5 million, respectively, for the nine
months ended September 30, 2018 and September 30, 2017, which was primarily due to foreign currency exchange
gains and losses during those periods.
Loss on debt extinguishment. We recorded a $39.2 million net loss on debt extinguishment during the nine months
ended September 30, 2018, primarily due to the extinguishment of financing obligations as a result of the Infomart
Dallas Acquisition and the SK2 land and building purchase. During the nine months ended September 30, 2017, we
recorded a $42.1 million loss on debt extinguishment as a result of amendments of capital lease and other financing
obligations and lease terminations in connection with real estate property purchases. In addition, we recorded $14.6
million loss on debt extinguishment in connection with the repayment of all of our 4.875% senior notes.
Income Taxes. We operate as a REIT for federal income tax purposes. As a REIT, we are generally not subject to
federal income taxes on our taxable income distributed to stockholders. We intend to distribute or have distributed the
entire taxable income generated by the operations of our REIT and QRSs for the tax years ended December 31, 2018
and 2017, respectively. As such, other than built-in-gains recognized and withholding taxes, no provision for U.S.
income taxes for the REIT and QRSs has been included in the accompanying condensed consolidated financial
statements for the nine months ended September 30, 2018 and 2017.
We have made TRS elections for some of our subsidiaries in and outside the U.S. In general, a TRS may provide
services that may otherwise be considered impermissible for REITSs to provide and may hold assets that may not be
REIT compliant. U.S. income taxes for the TRS entities located in the U.S. and foreign income taxes for our foreign
operations regardless of whether the foreign operations are operated as QRSs or TRSs have been accrued, as
necessary, for the nine months ended September 30, 2018 and 2017.
For the nine months ended September 30, 2018 and 2017, we recorded $41.6 million and $24.9 million of income tax
expense, respectively. Our effective tax rates were 14.0% and 12.9%, respectively, for the nine months ended
September 30, 2018 and 2017. The increase in the effective tax rate for the nine months ended September 30, 2018 as
compared to the same period in 2017 is primarily due to increased profits in higher tax rate jurisdictions, which is
partially offset by a release of valuation allowance as a result of a legal entity reorganization in our Americas region
during the nine months ended September 30, 2018.
Our accounting for deferred taxes involves weighing positive and negative evidence relating to the realizability of
deferred tax assets in each tax jurisdiction. A release of valuation allowance results in the recognition of certain
deferred tax assets and a decrease to income tax expense for the period in which the event occurs. We recognized a tax
benefit of approximately $33.0 million in the nine months ended September 30, 2018 as a result of concluding that the
valuation allowances were no longer required in certain foreign jurisdictions after considering such evidence as the
nature, frequency, severity of current and cumulative financial reporting losses, and sources of future taxable incomes
and tax planning strategies.
Adjusted EBITDA. Adjusted EBITDA is a key factor in how we assess the operating performance of our segments
and develop regional growth strategies such as IBX data center expansion decisions. We define adjusted EBITDA as
income or loss from operations excluding depreciation, amortization, accretion, stock-based compensation expense,
restructuring charges, impairment charges, acquisition costs and gain on asset sales. See "Non-GAAP Financial
Measures" below for more information about adjusted EBITDA and a reconciliation of adjusted EBITDA to income
or loss from operations. Our adjusted EBITDA for the nine months ended September 30, 2018 and 2017 was split
among the following geographic regions (dollars in thousands):

Nine Months Ended September 30, % Change

2018 % 2017 % Acmagonsmm

urrency

Americas  $881,507 49 % $748.871 50 % 18% 19 %
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EMEA 516,790 29 % 417,640 28 % 24% 16 %

Asia-Pacific397,748 22 % 320,690 22 % 24% 22 %

Total $1,796,045 100% $1,487,201 100% 21% 19 %

Americas Adjusted EBITDA. The increase in our Americas adjusted EBITDA was primarily due to the Verizon Data
Center Acquisition and the Infomart Dallas Acquisition, higher revenues as a result of our IBX data center expansion
activity and organic growth as described above. During the nine months ended September 30, 2018, foreign currency
fluctuations resulted in
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approximately $6.2 million of net unfavorable foreign currency impact to our Americas adjusted EBITDA primarily
due to a generally stronger U.S. dollar relative to the Brazilian Real during the nine months ended September 30, 2018
compared to the nine months ended September 30, 2017.

EMEA Adjusted EBITDA. The increase in our EMEA adjusted EBITDA was primarily due to higher revenues as a
result of our IBX data center expansion activity and acquisitions, as described above, as well as lower sales and
marketing and general and administrative expenses as a percentage of revenues. During the nine months ended
September 30, 2018, foreign currency fluctuations resulted in approximately $32.5 million of net favorable foreign
currency impact to our EMEA adjusted EBITDA primarily due to a generally weaker U.S. dollar relative to the Euro
and British Pound during the nine months ended September 30, 2018 compared to the nine months ended September
30, 2017.

Asia-Pacific Adjusted EBITDA. The increase in our Asia-Pacific adjusted EBITDA was primarily due to the
Metronode Acquisition, higher revenues as a result of our IBX data center expansion activity and organic growth as
described above and lower cost of revenues as a percentage of revenues. During the nine months ended September 30,
2018, foreign currency fluctuations resulted in approximately $6.8 million of net favorable foreign currency impact to
our Asia-Pacific adjusted EBITDA primarily due to a generally weaker U.S. dollar relative to Japanese Yen and
Singapore Dollar during the nine months ended September 30, 2018 compared to the nine months ended September
30, 2017.

Non-GAAP Financial Measures

We provide all information required in accordance with GAAP, but we believe that evaluating our ongoing operating
results may be difficult if limited to reviewing only GAAP financial measures. Accordingly, we use non-GAAP
financial measures to evaluate our operations.

Non-GAAP financial measures are not a substitute for financial information prepared in accordance with GAAP.
Non-GAAP financial measures should not be considered in isolation but should be considered together with the most
directly comparable GAAP financial measures and the reconciliation of the non-GAAP financial measures to the most
directly comparable GAAP financial measures. We have presented such non-GAAP financial measures to provide
investors with an additional tool to evaluate our operating results in a manner that focuses on what management
believes to be our core, ongoing business operations. We believe that the inclusion of these non-GAAP financial
measures provides consistency and comparability with past reports and provides a better understanding of the overall
performance of the business and ability to perform in subsequent periods. We believe that if we did not provide such
non-GAAP financial information, investors would not have all the necessary data to analyze Equinix effectively.
Investors should note that the non-GAAP financial measures used by us may not be the same non-GAAP financial
measures, and may not be calculated in the same manner, as those of other companies. Investors should therefore
exercise caution when comparing non-GAAP financial measures used by us to similarly titled non-GAAP financial
measures of other companies.

Our primary non-GAAP financial measures, adjusted EBITDA and adjusted funds from operations ("AFFO"), exclude
depreciation expense as these charges primarily relate to the initial construction costs of our IBX data centers and do
not reflect our current or future cash spending levels to support our business. Our IBX data centers are long-lived
assets and have an economic life greater than 10 years. The construction costs of an IBX data center do not recur with
respect to such data center, although we may incur initial construction costs in future periods with respect to additional
IBX data centers, and future capital expenditures remain minor relative to our initial investment. This is a trend we
expect to continue. In addition, depreciation is also based on the estimated useful lives of our IBX data centers. These
estimates could vary from actual performance of the asset, are based on historical costs incurred to build out our IBX
data centers and are not indicative of current or expected future capital expenditures. Therefore, we exclude
depreciation from our operating results when evaluating our operations.

In addition, in presenting adjusted EBITDA and AFFO, we exclude amortization expense related to acquired
intangible assets. Amortization expense is significantly affected by the timing and magnitude of our acquisitions and
these charges may vary in amount from period to period. We exclude amortization expense to facilitate a more
meaningful evaluation of our current operating performance and comparisons to our prior periods. We exclude
accretion expense, both as it relates to asset retirement obligations as well as accrued restructuring charge liabilities, as
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these expenses represent costs which we believe are not meaningful in evaluating our current operations. We exclude
stock-based compensation expense, as it can vary significantly from period to period based on share price, the timing,
size and nature of equity awards. As such, we, and many investors and analysts, exclude stock-based compensation
expense to compare our operating results with those of other companies. We also exclude restructuring charges. The
restructuring charges relate to our decisions to exit leases for excess space adjacent to several of our IBX data centers,
which we did not intend to build out, or our decision to reverse such restructuring charges. We also exclude
impairment charges related to certain long-lived assets. The impairment charges are related to expense recognized
whenever events or changes in circumstances indicate that the carrying amount of long-lived assets are not
recoverable. We also exclude gain or loss on asset sales as it represents
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profit or loss that is not meaningful in evaluating the current or future operating performance. Finally, we exclude
acquisition costs from AFFO and adjusted EBITDA to allow more comparable comparisons of our financial results to
our historical operations. The acquisition costs relate to costs we incur in connection with business combinations.
Such charges generally are not relevant to assessing the long-term performance of the company. In addition, the
frequency and amount of such charges vary significantly based on the size and timing of the acquisitions.
Management believes items such as restructuring charges, impairment charges, gain or loss on asset sales and
acquisition costs are non-core transactions; however, these types of costs may occur in future periods.
Adjusted EBITDA
We define adjusted EBITDA as income or loss from operations excluding depreciation, amortization, accretion,
stock-based compensation expense, restructuring charges, impairment charges, acquisition costs, and gain on asset
sales as presented below (in thousands):

Three Months Ended Nine Months Ended

September 30, September 30,

2018 2017 2018 2017
Income from operations $265,753 $224,863 $706,666  $576,971
Depreciation, amortization, and accretion expense 306,318 277,719 921,611 749,118
Stock-based compensation expense 47,588 45,654 139,849 129,602
Acquisition costs (1,120 ) 2,083 33,932 31,510
Gain on asset sales (6,013 ) — (6,013 ) —
Adjusted EBITDA $612,526 $550,319 $1,796,045 $1,487,201

Our adjusted EBITDA results have improved each year and in each region in total dollars due to the improved
operating results discussed earlier in "Results of Operations", as well as the nature of our business model consisting of
a recurring revenue stream and a cost structure which has a large base that is fixed in nature also discussed earlier in
"Overview".

Funds from Operations ("FFO") and AFFO

We use FFO and AFFO, which are non-GAAP financial measures commonly used in the REIT industry. FFO is
calculated in accordance with the standards established by the National Association of Real Estate Investment Trusts.
FFO represents net income (loss), excluding gain (loss) from the disposition of real estate assets, depreciation and
amortization on real estate assets and adjustments for unconsolidated joint ventures’ and non-controlling interests’ share
of these items.

In presenting AFFO, we exclude certain items that we believe are not good indicators of our current or future
operating performance. AFFO represents FFO excluding depreciation and amortization expense on non-real estate
assets, accretion, stock-based compensation, restructuring charges, impairment charges, acquisition costs, an
installation revenue adjustment, a straight-line rent expense adjustment, a contract cost adjustment, amortization of
deferred financing costs and debt discounts and premiums, gain (loss) on debt extinguishment, an income tax expense
adjustment, recurring capital expenditures and adjustments for unconsolidated joint ventures' and noncontrolling
interests’ share of these items and net income (loss) from discontinued operations, net of tax. The adjustments for
installation revenue, straight-line rent expense and contract costs are intended to isolate the cash activity included
within the straight-lined or amortized results in the condensed consolidated statement of operations. We exclude the
amortization of deferred financing costs and debt discounts and premiums as these expenses relate to the initial costs
incurred in connection with debt financings that have no current or future cash obligations. We exclude gain (loss) on
debt extinguishment since it generally represents the write-off of initial costs incurred in connection with debt
financings or a cost that is incurred to reduce future interest costs and is not a good indicator of our current or future
operating performance. We include an income tax expense adjustment, which represents the non-cash tax impact due
to changes in valuation allowances, uncertain tax positions and deferred taxes that do not relate to current period’s
operations. We deduct recurring capital expenditures, which represent expenditures to extend the useful life of its IBX
data centers or other assets that are required to support current revenues. We also exclude net income (loss) from
discontinued operations, net of tax, which represents results that may not recur and are not a good indicator of our
current future operating performance.
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Our FFO and AFFO for the three and nine months ended September 30, 2018, and 2017 were as follows (in

thousands):
Three Months Ended Nine Months Ended

September 30, September 30,

2018 2017 2018 2017
Net income $124,825 $79,900 $255,337 $167,767
Adjustments:
Real estate depreciation 220,017 200,313 663,901 535,114
(Gain) loss on disposition of real estate property 4,812 ) 5,877 1,072 3,779
Adjustments for FFO from unconsolidated joint ventures — 29 — 85
FFO $340,030 $286,119 $920,310  $706,745

Three Months Ended Nine Months Ended

September 30, September 30,

2018 2017 2018 2017
FFO $340,030 $286,119 $920,310  $706,745
Adjustments:
Installation revenue adjustment 3,209 6,161 6,208 17,775
Straight-line rent expense adjustment 1,551 2,297 5,516 5,721
Contract cost adjustment 5,271 ) — (13,010 ) —
Amo?tlzatlon of deferred financing costs and debt discounts and 3.148 4,390 10,609 20.100
premiums
Stock-based compensation expense 47,588 45,654 139,849 129,602
Non-real estate depreciation expense 33,917 29,205 103,281 87,021
Amortization expense 51,792 48,893 153,443 128,068
Accretion expense (adjustment) 592 (692 ) 986 (1,085 )
Recurring capital expenditures (55,382 ) (44,914 ) (132,819 ) (105,455 )
(Gain) loss on debt extinguishment (1,492 ) 22,156 39,214 42,103
Acquisition costs (1,120 ) 2,083 33,932 31,510
Income tax expense adjustment (16,312 ) (10,058 ) (22,567 ) (6,575 )
Adjustments for AFFO from unconsolidated joint ventures — 5 ) — (17 )
AFFO $402,250 $391,289 $1,244,952 $1,055,513

Our AFFO results have improved due to the improved operating results discussed earlier in "Results of Operations,"
as well as due to the nature of our business model which consists of a recurring revenue stream and a cost structure
which has a large base that is fixed in nature as discussed earlier in "Overview."

Constant Currency Presentation

Our revenues and certain operating expenses (cost of revenues, sales and marketing and general and administrative
expenses) from our international operations have represented and will continue to represent a significant portion of
our total revenues and certain operating expenses. As a result, our revenues and certain operating expenses have been
and will continue to be affected by changes in the U.S. dollar against major international currencies such as the Euro,
British Pound, Japanese Yen, Singapore Dollar, Australian Dollar and Brazilian Real. In order to provide a framework
for assessing how each of our business segments performed excluding the impact of foreign currency fluctuations, we
present period-over-period percentage changes in our revenues and certain operating expenses on a constant currency
basis in addition to the historical amounts as reported. Our constant currency calculation does not take into
consideration our existing hedging activities. Presenting constant currency results of operations is a non-GAAP
financial measure and is not meant to be considered in isolation or as an alternative to GAAP results of operations.
However, we have presented this non-GAAP financial measure to provide investors with an additional tool to evaluate
our operating results. To present this information, our current and comparative prior period revenues and certain
operating expenses from entities reporting in currencies other than the U.S. dollar are converted into U.S. dollars at
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are used as exchange rates for the nine months ended September 30, 2018 when comparing the nine months ended
September 30, 2018 with the nine months ended September 30, 2017).
Liquidity and Capital Resources
As of September 30, 2018, our total indebtedness was comprised of debt and financing obligations totaling $11.4
billion consisting of (a) $8,542.2 million of principal from our senior notes, (b) approximately $1,484.5 million from
our capital lease and other financing obligations, and (c) $1,407.7 million of principal from our mortgage and loans
payable (gross of debt issuance cost, debt discount, plus debt premium).
We believe we have sufficient cash, coupled with anticipated cash generated from operating activities, to meet our
operating requirements, including repayment of the current portion of our debt as it becomes due, payment of
expenses related to our REIT integration activities, payment of regular dividends and completion of our
publicly-announced expansion projects.
In March 31, 2018, we issued €750.0 million 2.875% Euro Senior Notes due 2024. On April 2, 2018, we completed the
Infomart Dallas Acquisition for a purchase price of approximately $804.0 million, which was funded with
approximately $45.8 million in cash and $758.2 million aggregate fair value of 5.000% senior unsecured notes. On
April 18, 2018, we completed the Metronode Acquisition for a cash purchase price of A$1.033 billion or
approximately $804.1 million at the exchange rate in effect on April 18, 2018. In July, we drew down the full amount
of the JPY Term Loan of ¥47.5 billion, or approximately $424.7 million at the exchange rate effective on July 31,
2018, and prepaid the remaining principal of our existing Japanese Yen Term Loan of ¥43.8 billion or approximately
$391.3 million. As of September 30, 2018, we had $885.9 million of cash, cash equivalents and short-term
investments, of which approximately $457.2 million was held in the U.S. We believe that our current expansion
activities in the U.S. can be funded with our U.S.-based cash and cash equivalents and investments. In addition to our
cash and investment portfolio, we have additional liquidity available to us from our $2.0 billion revolving facility and
the ATM program as described below.
As of September 30, 2018, we had 42 irrevocable letters of credit totaling $69.1 million issued and outstanding under
the revolving facility. As a result, we had a total of approximately $1.9 billion of additional liquidity available to us
under the revolving facility.
In August 2017, we entered into an equity distribution agreement to sell up to $750.0 million of common stock in at
the market ("ATM") offerings. During the nine months ended September 30, 2018, we sold 631,522 shares under the
ATM Program, for approximately $273.9 million, net of payment of commissions to the sales agents. As of
September 30, 2018, we had generated net proceeds of $629.0 million under the ATM program.
Besides any further financing activity we may pursue, customer collections are our primary source of cash. While we
believe we have a strong customer base, and have continued to experience relatively strong collections, if the current
market conditions were to deteriorate, some of our customers may have difficulty paying us and we may experience
increased churn in our customer base, including reductions in their commitments to us, all of which could have a
material adverse effect on our liquidity. Additionally, we may pursue additional expansion opportunities, primarily the
build out of new IBX data centers, in certain of our existing markets which are at or near capacity within the next year,
as well as potential acquisitions. While we expect to fund these plans with our existing resources, additional financing,
either debt or equity, may be required, and if current market conditions were to deteriorate, we may be unable to
secure additional financing or any such additional financing may only be available to us on unfavorable terms. An
inability to pursue additional expansion opportunities will have a material adverse effect on our ability to maintain our
desired level of revenue growth in future periods.
Sources and Uses of Cash

Nine Months Ended

September 30,

2018 2017

(dollars in thousands)

Net cash provided by operating activities $1,256,797 $944,354
Net cash used in investing activities (2,349,957 ) (4,616,830
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Net cash provided by financing activities 571,807 4,508,974

Operating Activities. Cash provided by our operations is generated by colocation, interconnection, managed
infrastructure and other revenues. Our primary use of cash from our operating activities includes compensation and
related costs, interest payments, other general corporate expenditures and taxes. Net cash provided by operating
activities increased from the nine months ended September 30, 2017 to the nine months ended September 30,

2018 primarily due to improved operating results offset by
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timing of payments of our purchases and increases in cash paid for cost of revenues, operating expenses, interest
expense and income taxes.

Investing Activities. The net cash used in investing activities for the nine months ended September 30, 2018 was
primarily due to capital expenditures of $1,415.5 million as a result of our expansion activity, business acquisitions of
approximately $829.2 million, primarily related to the Metronode Acquisition, purchase of investments of $55.2
million, and purchases of real estate of $136.6 million, partially offset by proceeds from sales of investments of $74.4
million and proceeds from asset sales of $12.2 million. The net cash used in investing activities for the nine months
ended September 30, 2017 was primarily due to business acquisitions of approximately $3.6 billion, primarily the
Verizon Data Center Acquisition, capital expenditures of $946.0 million as a result of our expansion activity,
purchases of real estate of $65.0 million, partially offset by proceeds from asset sales of $47.8 million.

In the second quarter of 2018, we completed the acquisitions of Metronode and Infomart Dallas. We also expect our
IBX expansion construction activity will increase from 2017 levels. If the opportunity to expand is greater than
planned and we have sufficient funding to pursue such expansion opportunities, we may further increase the level of
capital expenditure to support this growth as well as pursue additional business and real estate acquisitions or joint
ventures.

Financing Activities. The net cash provided by financing activities for the nine months ended September 30, 2018 was
primarily due to (i) the issuance of €750.0 million 2.875% Euro Senior Notes due 2024, or approximately $929.9
million in U.S. dollars, at the exchange rate in effect on March 14, 2018; (ii) borrowing of the JPY Term Loan of
¥47.5 billion, or approximately $424.7 million at the exchange rate effective on July 31, 2018; (iii) sale of 631,522
shares under the ATM Program, for net proceeds of $273.9 million and (iv) proceeds from employee awards of $50.1
million. The proceeds were partially offset by (i) dividend distributions of $554.7 million; (ii) repayments of capital
lease and other financing obligations of $89.7 million; (iii) repayments of mortgage and loans payable of $429.5
million, primarily related to the prepayment of the remaining principal of our existing Japanese Yen Term Loan; (iv)
payments of debt extinguishment costs of $20.6 million and (v) payments of debt issuance costs of $12.2 million. The
net cash provided by financing activities for the nine months ended September 30, 2017 was primarily related to
funding the Verizon Data Center Acquisition; we borrowed the full amount of our €1.0 billion Term B-2 Loan, or
approximately $1.1 billion at the exchange rate in effect on January 6, 2017, issued $1.25 billion of 5.375% senior
notes due 2027, the issuance of €1.0 billion 2.875% Euro Senior Notes due 2025, approximately $1.2 billion at the
exchange rate on September 20, 2017, and the sale of 6,069,444 shares of common stock in a public offering for net
proceeds of $2.1 billion. Other financing activities included repayment of the entire $500.0 million principal amount
of our 4.875% Senior Notes due 2020, dividend distributions of $463.9 million, debt issuance costs of $56.9 million,
repayments of capital lease and other financing obligations of $60.3 million, and repayments of mortgage and loans
payable of $63.5 million, partially offset by proceeds from employee awards of $41.6 million. Going forward, we
expect that our financing activities will include repayment and refinancing of our existing debt and incremental
financings needed to support expansion opportunities, additional acquisitions or joint ventures, and the payment of our
regular cash dividends.
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Contractual Obligations and Off-Balance-Sheet Arrangements
We lease a majority of our IBX data centers and certain equipment under non-cancellable lease agreements expiring
through 2065. The following represents our debt maturities, financings, leases and other contractual commitments as
of September 30, 2018 (in thousands):

2018

2019 2020 2021 2022 Thereafter Total

(3 months)
gg;‘;;}g?ﬂs andotherloans — ¢1¢ c1s 673376 $73307  $73.042 $1.165.189 $4.165 $1.407.724
Senior notes (1 _ 300,000 300,000 150,000 750,000  7.042.200 8,542,200
Interest @ 104,084 411,868 395546  379.122 353,043 882216  2.525.879
Capital lease and other 56747 166,154 165975 164951 164780 1547518  2.266.125
financing obligations )
Operating leases 48596 187318 177240 165351 157.565 1252186 1988256
Other contractual 832.650 406,749 80491 32,653 23,026 174943 1550512
commitments )
Asset retirement obligations (©)— 9,952 2,935 3,912 11,530 69,524 97,853

$1,060,722 $1,555,417 $1,195,494 $969,031 $2,625,133 $10,972,752 $18,378,549

(1)Represents principal and unamortized mortgage premium only.

(2)Represents interest on mortgage payable, loans payable, senior notes and term loans based on their respective
interest rates as of September 30, 2018, as well as the credit facility fee for the revolving credit facility.

(3)Represents principal and interest.

(4)Represents minimum operating lease payments, excluding potential lease renewals.

(5)Represents off-balance sheet arrangements. Other contractual commitments are described below.

(6)Represents liability, net of future accretion expense.

In connection with certain of our leases and other contracts requiring deposits, we entered into 42 irrevocable letters of

credit totaling $69.1 million under the revolving credit facility. These letters of credit were provided in lieu of cash

deposits. If beneficiaries of the letters of credit were to draw down on these letters of credit triggered by an event of

default under the lease, we will be required to fund these letters of credit either through cash collateral or borrowing

under the revolving credit facility. These contingent commitments are not reflected in the table above.

We had accrued liabilities related to uncertain tax positions totaling approximately $113.2 million as of September 30,

2018. These liabilities, which are reflected on our balance sheet, are not reflected in the table above since it is unclear

when these liabilities will be paid.

As of September 30, 2018, we were contractually committed for $760.9 million of unaccrued capital expenditures,

primarily for IBX equipment not yet delivered and labor not yet provided in connection with the work necessary to

complete construction and open these IBX data centers prior to making them available to customers for installation.

This amount, which is expected to be paid during the remainder of 2018 and thereafter, is reflected in the table above

as "other contractual commitments."

We had other non-capital purchase 