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TELECITY GROUP PLC 
 

Telecity Group plc results for the six months to 30 June 2009 
 

TelecityGroup delivers 33% growth in revenue, 75% growth in EBITDA and 100% 
growth in earnings per share 
  

Telecity Group plc (‘TelecityGroup’ or the ‘Group’), Europe’s leading provider of premium network 
independent data centres, today announces its audited results for the six months to 30 June 2009.  
 
Highlights 
 

 Revenue up 33.0% to £82.2m (H1 2008: £61.9m) 

 EBITDA(1) up 75.2% to £29.4m (H1 2008: £16.8m) 

 EBITDA margin up to 35.7% (H1 2008: 27.1%) 

 Adjusted(2) profit after tax £13.5m (H1 2008: £6.7m) 

 Adjusted(2) earnings per share up 100.2% to 6.9p (H1 2008: 3.4p)  

 Strong working capital performance leading to cash flow from operating activities of £32.8m (H1 
2008: £21.6m)  

 
 

Statutory equivalents 
The above highlights are before foreign exchange gains on financing items and a net deferred tax 
credit, which are not considered to be part of the underlying business of the Group. If these items are 
included, the following statutory equivalents to adjusted profit after tax and adjusted earnings per 
share result: 
 

 Profit after tax up to £13.7m (H1 2008: £10.6m) 

 Basic earnings per share of 7.0p (H1 2008: 5.4p)  

 
Michael Tobin, TelecityGroup CEO, said:  
 
"During the first half of 2009 TelecityGroup has performed excellently in terms of revenue growth, 
operating profit and earnings per share.  Given the combination of our strong order pipeline, capacity 
expansion in key locations and momentum from the first half, we are well placed to deliver another 
year of substantial growth for the Group.” 
 
For further information please contact: 
 
Investors: 
TelecityGroup: 
Matthew Springett   +44 (0)20 7005 6337 
 
Media:  
TelecityGroup: 
James Tyler    +44 (0)20 7001 0076  
 
Brunswick:  
Sarah West  
James Olley   +44 (0)20 7404 5959



 

Notes to Editors 
 
Telecity Group plc 
 
TelecityGroup is Europe’s leading provider of premium network independent data centres offering a range of 
flexible, scalable data centre and managed services. TelecityGroup specialises in the design, build, and 
management of highly connected and secure environments in which customers can house their technical, web 
and internet infrastructure. Each of its data centres acts as a connectivity and content hub facilitating the storage, 
sharing and distribution of data, content and media. Headquartered in London, TelecityGroup operates 22 
network-independent data centres across seven European countries. The data centres are located in prime 
positions for commerce and connectivity, including London, Amsterdam, Frankfurt, Paris, Stockholm, Milan and 
Dublin.  
 
Web-site: www.telecitygroup.com 
 

Cautionary note regarding forward-looking statements 
 
This announcement includes statements that are forward-looking in nature. All statements other than statements 
of historical facts could be deemed to be forward looking statements. By their nature, these forward looking 
statements involve numerous assumptions, uncertainties and opportunities, both general and specific. 
Accordingly, the actual results, performance or achievements of the Company may be materially different from 
any future results, performance or achievements expressed or implied by such forward-looking statements, due to 
known and unknown risks, uncertainties and other factors. Except as required by the Listing Rules and applicable 
law, Telecity Group plc undertakes no obligation to update or change any forward-looking statements to reflect 
events occurring after the date such statements are published.  
  
This announcement is neither an offer to sell nor a solicitation of an offer to buy any securities in the United 
States, or any other jurisdiction. The Company's shares have not been registered in any U.S. jurisdiction, and, in 
particular, will not be registered under the U.S. Securities Act of 1933, as amended, or any applicable state 
securities laws. 
  



 

 (1) Calculated as the revenue for the period divided by the period end occupied space  

OPERATIONAL REVIEW 
 
During the first half of 2009 TelecityGroup’s position as Europe’s leading premium network independent data 
centre operator was strengthened. The Group achieved strong growth in revenue, operating profit and earnings 
per share. 
 
Demand for premium data centre capacity remained solid across TelecityGroup’s European markets and 
continued to be driven by individuals and organisations making ever greater use of the internet for entertainment, 
information, social interaction, business transactions and efficiency savings.  
 
The Group continued to increase its ability to meet this demand by delivering new capacity in London, 
Amsterdam, Stockholm and Milan. Good progress was also made with the ongoing construction of a new data 
centre in Paris and an upgrade to one of the Group’s Frankfurt data centres. 
 
The total fitted-out space operated by TelecityGroup increased 13.1% to 54,757 sq.m (H1 2008: 48,406 sq.m) 
and total available customer power increased from 38 MW at the beginning of 2009 to 41 MW in June. Total 
Group capacity is planned to reach 51 MW by the end of 2009, increasing to at least 60 MW in 2011. 
 
Demand across the Group’s markets from the organic growth of its existing customers and from new contract 
wins led to period end occupied space increasing 14.9% to 44,780 sq.m (H1 2008: 38,972 sq.m). The largest part 
of this demand came from companies operating in the areas of internet content provision, telecommunications 
and internet content distribution. TelecityGroup also won significant new business from systems integrators, 
business process outsourcers, companies involved in trading and financial services and premium web hosters.  
 
The Group is winning contracts with key European companies as well as US and global organisations that are 
seeking to extend their presence in Europe. The contracts TelecityGroup signed during the period include NCsoft, 
Spotify, China Telecom (Europe), Internap and Proofpoint.  
 
Revenue per occupied sq.m(1) increased 15.8% to £1,837 (H1 2008: £1,587). On a currency-neutral basis, 
revenue per occupied sq.m grew 10.3%. This reflects a combination of benefits including new contracts signed at 
higher levels of pricing per kW than the Group average and price increases across the existing order book. 
 
Certain new wins which commenced during the first half are structured so that revenue increases as customers 
draw additional amounts of power through a set amount of space. While these contracts have been signed at 
rates that enhance Group average pricing on a kW basis, they do not enhance pricing per occupied sq.m at start-
up. 
 
Key performance indicators 

 
Six 

months 
Six  

months  
 ended ended  
 30 June 30 June  
 2009 2008 Change 

Revenue (£’000) 82,245 61,861 33.0% 

EBITDA (£’000) 29,357 16,752 75.2% 

Adjusted EPS (pence) 6.9 3.4 100.2% 

Total fitted out space (sq.m) 54,757 48,406 13.1% 

Occupancy (sq.m) 44,780 38,972 14.9% 

Revenue per sq.m(1) (£/sq.m) 1,837 1,587 15.8% 

 
UK and Ireland 
TelecityGroup’s UK operations continued to make good progress during the first half of 2009 and the Group 
strengthened its position as the leading provider of premium data centre services in the London market. 
 
TelecityGroup opened and sold additional space at its London 8 (Powergate) data centre and sold the remaining 
capacity that was added in 2008 to its Sovereign House data centre in the London Docklands. In total, fitted out 
space increased 9.1% to 25,772 sq.m (H1 2008: 23,623 sq.m) and occupied space increased 8.4% to 22,881 
sq.m (H1 2007: 21,117 sq.m). 



 

  

OPERATIONAL REVIEW (cont’d) 
 
TelecityGroup is benefiting from both the organic growth of its existing customer base in the UK and also from 
new contract wins from both UK-based and international companies. As expected, sales of colocation services 
grew at a stronger rate than those of value added services.  
 
Revenue per occupied sq.m increased 6.3% to £1,849 (H1 2008: £1,740). This increase was driven by new 
business wins at higher levels of pricing per kW than Group average pricing and price increases across the 
existing order book. In addition to the factors discussed above that impacted at the Group level, revenue per 
occupied sq.m was reduced by a change in a large customer contract in Ireland, which resulted in power costs 
being billed directly to the customer from the power company as opposed to being billed by TelecityGroup. This 
change had no impact on profit. 
 
Rest of Europe (‘RoE’) 
TelecityGroup enjoyed a successful first half in its RoE division. The Group increased its capacity at its 
Amsterdam 4 data centre and opened new data centres in Stockholm and Milan to meet growing customer 
demand. Total fitted out space in RoE increased 17.0% to 28,985 sq.m (H1 2008: 24,783 sq.m).  
 
In addition to the good progress made in these markets, the Group had an excellent first half in Germany. 
TelecityGroup’s Frankfurt data centres are delivering very strong growth due in particular to demand from 
international companies seeking to establish or grow their European operations. The Group also achieved good 
growth in Paris and it will have more capacity to sell in this market when the new Paris 3 facility opens towards 
the end of 2009. Across the RoE division occupied space increased 22.6% to 21,899 sq.m (H1 2008: 17,855 
sq.m). As expected, sales of colocation grew at a stronger rate than those of value added services. 
 
Revenue per occupied sq.m increased 29.6% to £1,823 (H1 2008: £1,407). On a currency-neutral basis, revenue 
per sq.m increased 18.3%. 
 
Operations 
TelecityGroup is making excellent progress with its demand driven capacity expansion programme, which will see 
total available customer power increase to at least 60 MW in 2011. During the period, new data centres were 
opened in Stockholm and Milan on time and in accordance with budgeted cost expectations. Work is ongoing to 
increase the capacity of these sites and is proceeding to plan. New capacity was also opened during the period in 
London and Amsterdam. The Group expects to finish the fit out of its Amsterdam 4 data centre in the third quarter 
of 2009. An additional area of TelecityGroup’s Powergate data centre in London has been opened since the 
period end and further planned capacity will come on line in 2010. 
 
A 1.5 MW capacity expansion programme is currently underway in Frankfurt and completion of this project is 
expected in the third quarter of 2009. The Group’s new Paris 3 data centre is on track for an opening towards the 
end of 2009. 
 
TelecityGroup is leading the European data centre industry in its approach to energy management. The Group 
has implemented a range of projects to reduce the impact of its business on the environment and enhance its 
energy efficiency. The Group was the first data centre provider to commit publicly to implementing the EU Code of 
Conduct for data centres in all of its sites.  It is aiming to complete this roll-out by the end of 2009. 
 
TelecityGroup also made substantial investments in its IT systems during the first half of 2009 in order to ensure 
that these systems are scalable to support the Group’s ongoing growth. 
 
Current trading and outlook 
TelecityGroup has a high proportion of recurring revenue and the Group order book is currently in line with 
management’s expectations. The Group expects that the progress the business has shown in the first half of 2009 
will continue throughout the year. 
 
The Group continues to re-invest its cash flows in new data centre capacity in its European markets, where it has 
strong local knowledge on an operational level and is best positioned to capture the growth of its customer base.  



 

  

FINANCIAL REVIEW 
 
Total revenue for the half year period increased 33.0% to £82.2m (H1 2008: £61.9m), £3.9m of the increase was 
due to the strengthening of the Euro against Sterling.  
 
UK and Ireland (‘UK&I’) revenue grew 15.1% to £42.3m (H1 2008: £36.7m) and Rest of Europe (‘RoE’) revenue 
increased 59.0% to £39.9m (H1 2008: £25.1m). In RoE, £3.5m of the increase was due to exchange rate 
movements.  
 
Revenue from colocation and value added services (‘VAS’) have increased by 40.7% and 9.6% respectively. 
Sales of VAS were £17.0m (H1 2008: £15.5m). 
 
Due to a significant element of the Group’s cost base being fixed, along with tight control of the variable element 
of the cost base, 61.8% of the incremental revenue flowed through to the EBITDA level. EBITDA increased 75.2% 
to £29.4m (H1 2008: £16.8m). 
 
Operating costs, including depreciation and amortisation, increased 18.3% to £65.7m (H1 2008: £55.5m), with 
£4.0m of the increase due to the strengthening of the Euro against Sterling. 
 
An analysis of operating costs is as follows:  
 

 Property costs of £12.6m (H1 2008: £11.3m) represented 15.3% of revenue (H1 2008: 18.3%). The 
increase of £1.3m includes £0.4m due to exchange rate movements. The underlying (i.e. before the 
effect of foreign exchange) difference of £0.9m was mainly due to additional rent and rates from the new 
data centres. 

 
 Electricity costs of £13.3m (H1 2008: £10.1m) represented 16.2% of revenue (H1 2008: 16.4%). The 

increase of £3.2m includes £0.8m due to exchange rate movements. The underlying variance of £2.4m 
is due to increased occupancy and therefore power usage. The electricity costs for Ireland have 
decreased £0.5m since H1 2008 largely due to a change in contract terms through which electricity is 
now billed directly in respect of the largest customer. 

 
 The depreciation and amortisation charge has increased by £2.4m to £12.8m (H1 2008: £10.4m), with 

£0.7m due to exchange rate movements. The underlying increase is due to additional depreciation from 
the new data centres. Such depreciation commences when the data centres, or a part thereof, is brought 
into use.  

 
 Staff costs of £14.1m (H1 2008: £12.2m) represented 17.2% of revenue (H1 2008: 19.7%). The increase 

of £1.9m includes £0.7m due to exchange rate movements. The underlying movement of £1.2m was due 
to an increase in headcount across the business in line with growth, annual salary increases and an 
increase to the share-based payment charge, partly as a result of the recent strong share price 
performance.  

 
 Other costs of £12.9m (H1 2008: £11.5m) represented 15.7% of revenue (H1 2008: 18.6%). The 

increase of £1.4m relates primarily to exchange rate movements. 
 
Financing 
The Group has a sound financial platform, including borrowing facilities which, together with expected operating 
cash flows, are sufficient to fund all currently announced capital expenditure.  
 
Net finance costs for the period were £2.0m before a £0.2m foreign exchange gain on financing items (H1 2008: 
income £1.8m). The prior period figures include a non-cash fair value gain on an interest rate swap of £1.9m and 
a net foreign exchange gain in respect of financing items of £1.4m. After adjusting for these two amounts, the 
underlying net finance costs during H1 2008 were £1.5m. 
 
Net finance costs for the current period comprise interest on bank loans of £1.6m, amortisation of debt 
arrangement fees of £0.2m and other financing costs of £0.2m. 
 
The Group has an interest rate swap in place that converts the interest rate on £53m of its borrowings from a 
floating LIBOR rate to a fixed interest rate of 5.205%. 
 
Excluding non-monetary items, for example deferred income and prepayments, the Group had net current assets 
of £7.7m. 



 

  

 

FINANCIAL REVIEW (cont’d) 
 
Taxation 
The rapid growth in recent years of the Group’s profitability has increased the rate at which its tax losses are 
being utilised. In addition, recent changes in the UK tax regime have reduced the rate at which the Group can 
obtain a tax deduction from its capital expenditure. As a result the Group is expecting to incur a tax charge in the 
current financial year at an effective rate of 6.9%. In accordance with IAS 34, this tax rate has been applied to the 
profit before tax for the first six months resulting in a half year tax charge of £1.0m. 
 
At 31 December 2008, the Group recognised a deferred tax asset in respect of trading losses and capital 
allowances totalling £5.4m (H1 2008: £2.4m). During the period, the Group has offset current tax charges through 
the use of these assets. Further deferred tax assets were recorded during the period resulting in a period end 
deferred tax asset of £5.4m. As the deferred tax asset at the end of the period is consistent with the balance 
recognised at 31 December 2008, there is no net charge for deferred tax in the period (H1 2008: credit £2.4m). 
 
Cash flow 
Cash flows from operating activities increased £11.2m to £32.8m (H1 2008: £21.6m). The strong cash 
performance is primarily a result of the increased EBITDA of £29.4m (H1 2008: £16.8m) and further working 
capital improvements. 
 
Payments made during the period relating to net financing costs and taxation were £2.2m (H1 2008: £1.3m). The 
Group has invested £52.3m (H1 2008: £41.3m) in capital expenditure, £46.9m (H1 2008: £38.9m) of which relates 
to new builds and other fit-outs to existing buildings and £5.4m (H1 2008: £2.4m) to other capital expenditure 
including maintenance and sales capital expenditure.  
 
During the period £3.0m has been repaid in respect of the term loan that forms part of the overall banking 
facilities. Under the terms of the banking agreement £3.0m is due for repayment each six months. Off-setting this 
are additional draw downs from the facility of £9.2m to finance capital expenditure. 
 
At the end of the period the Group had net debt (including finance leases) of £47.2m (H1 2008: £15.6m).  
 
Balance sheet 
The Group’s intangible assets which have a book value of £46.0m (H1 2008: £47.0m) comprise acquired 
customer contracts and goodwill that arose during the acquisition of TeleCity, Globix and Redbus. The decrease 
in value of the assets is due to amortisation of £0.6m during the period and changes in foreign exchange rates. 
 
Capital expenditure of £56.8m (H1 2008: £60.7m) has been incurred during the period and the depreciation 
charge for the period was £12.2m (H1 2008: £9.8m). As a significant proportion of the Group’s assets are 
denominated in Euros, the strengthening of Sterling has resulted in a foreign exchange downward movement on 
Property, Plant and Equipment of £16.8m (H1 2008: gain £4.5m). This results in a period end carrying value of 
the Group’s Property, Plant and Equipment of £233.8m (H1 2008: £159.1m). 
 
Current trade and other receivables have decreased by £7.5m to £21.0m (H1 2008: £28.5m). Trading  
receivables have decreased by £5.6m to £12.5m (H1 2008: £18.1m) after an increase in value due to foreign 
exchange movements of £0.5m. Further improved credit control procedures across the Group have resulted in 
trade debtors reducing despite increasing revenue. The remainder of the reduction relates to reduced 
prepayments in respect of capital items. 
 
Current trade and other payables have increased by £5.0m to £58.2m (H1 2008: £53.2m), including a foreign 
exchange movement of £1.5m. £2.3m of the increase relates to the higher deferred income balance as a result of 
revenue growth. Other payables have increased due to higher sales tax and an accrual for corporation tax. 
 
Current and non-current provisions for other liabilities and charges of £7.1m (H1 2008: £7.1m) primarily relate to 
an onerous lease provision in respect of a property in Munich.  
 
Operational and financial risks  
In carrying out its business, the Group is exposed to a variety of risks. The most significant factors impacting 
TelecityGroup’s future performance are the Group’s ability to open incremental space to meet demand and 
manage all its operations effectively. The Directors regularly review the broader risks facing the business and 
appropriate steps are taken to reduce or eliminate the risks and mitigate their potential impact. Page 15 of the 
Group’s 2008 Annual Report contained a list and detailed explanation of the principal risks which the Directors 
considered could affect the Group. The operational risks comprised business disruption risk, technology risk and 
capital expenditure risk. The financial risks comprised credit risk, foreign currency risk, liquidity and capital 
management risk, interest rate risk and cost risk. Although the list was not intended to be an extensive analysis of 
all risks which may arise in the ordinary course of business or otherwise, in the opinion of the Directors, the risks 
stated at that time remain the principal risks as at 30 June 2009. 



 

(1) Earnings before interest, taxation, depreciation and amortisation 

(2) Restated as described in note 3 

 

 

 
CONSOLIDATED INCOME STATEMENT 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

   Six months  Six months 
   ended  ended 
   30 June  30 June(2) 
   2009  2008 

Continuing operations  Notes £’000 £’000 

Revenue  4 82,245 61,861 

Cost of sales  4 (40,198) (34,054) 

Gross profit 
Sales and marketing costs   

42,047 
(3,192) 

27,807 
(3,713) 

Administrative costs analysed:     

Depreciation and amortisation charges   (12,798) (10,402) 

Other administrative costs   (9,498) (7,342) 

Total administrative costs   (22,296) (17,744) 

Operating profit  4 16,559 6,350 

Finance income   4,800 4,006 

Finance costs   (6,663) (2,172) 

Profit on ordinary activities before taxation   14,696 8,184 

Income tax (charge)/credit  6 (1,019) 2,404 

Retained profit for the period   13,677 10,588 

     

Earnings per share:  basic (p) 7 7.0 5.4 

 diluted (p) 7 7.0 5.4 

Adjusted earnings per share:  basic (p) 7 6.9 3.4 

 diluted (p) 7 6.9 3.4 

     

Supplementary income statement information     

EBITDA(1)   29,357 16,752 

Depreciation charge  8 (12,211) (9,819) 

Intangible asset amortisation charge   (587) (583) 

Operating profit   16,559 6,350 



 

 

(1) Restated as described in note 3 

 

 

CONSOLIDATED STATEMENT OF COMPREHENSIVE 
INCOME  

 
 
 
 

 Six months  Six months 
 ended  ended 
 30 June  30 June (1) 
 2009  2008 
 £’000 £’000 

Currency translation differences on foreign currency net investments (15,877) 3,973 

Interest rate cash flow hedge 821 - 

Foreign exchange cash flow hedges 4,308 (474) 

Net comprehensive (loss)/income recognised directly in equity (10,748) 3,499 

Profit for the period 13,677 10,588 

Total comprehensive income recognised in period 2,929 14,087 



 

 

(1) Restated as described in note 3 

 

 

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 

 
 
 
 
 
 
 
 
 
 
 
 

  Share   Cumulative  
 Share premium Retained Own translation  
 capital account profits/(losses) shares reserve Total 
 £’000 £’000 £’000 £’000 £’000 £’000 

At 1 January 2008 – as previously 
reported 396 176,637 (26,993) (4,447) 4,763 150,356 

Prior year adjustment(1) — (102,456) 103,141 — — 685 

At 1 January 2008 – as restated 396 74,181 76,148 (4,447) 4,763 151,041 

Profit for the period — — 10,588 — — 10,588 

Other comprehensive income:       

Currency translation differences on 
foreign currency net investments — — — — 3,973 3,973 

Fair value movement on cash flow 
hedge — — (474) — — (474) 

Total comprehensive income for the 
period ended 30 June 2008 — — 10,114 — 3,973 14,087 

Transactions with owners:       

Credit to equity for share-based 
payments — — 300 — — 300 

Issue of shares — — — 80 — 80 

 — — 300 80 — 380 

At 30 June 2008 396 74,181 86,562 (4,367) 8,736 165,508 

       

At 1 January 2009 396 74,127 92,917 (4,266) 25,330 188,504 

Profit for the period — — 13,677 — — 13,677 

Other comprehensive income:       

Currency translation differences on 
foreign currency net investments — — — — (15,877) (15,877) 

Fair value movement on cash flow 
hedges — — 5,129 — — 5,129 

Total comprehensive income for the 
period ended 30 June 2009 — — 18,806 — (15,877) 2,929 

Transactions with owners:       

Credit to equity for share-based 
payments — — 742 — — 742 

Issue of shares — — — 7 — 7 

 — — 742 7 — 749 

At 30 June 2009 396 74,127 112,465 (4,259) 9,453 192,182 



 

 

(1) Restated as described in note 3 

 

 

 

CONSOLIDATED BALANCE SHEET 
 

 
 

  30 June 31 December 30 June(1) 
  2009 2008  2008 
 Notes £’000 £’000 £’000 

Assets     

Non-current assets     

Intangible assets  46,046 49,165 46,976 

Property, plant and equipment 8 233,846 206,111 159,091 

Deferred income taxes 6 5,374 5,374 2,440 

Derivative financial instruments  — — 1,379 

Trade and other receivables  2,760 2,844 2,969 

  288,026 263,494 212,855 

Current assets     

Derivative financial instruments  — — 469 

Trade and other receivables  20,951 27,965 28,512 

Cash and cash equivalents  38,915 51,506 26,310 

  59,866 79,471 55,291 

Total assets  347,892 342,965 268,146 

Equity     

Share capital 9 396 396 396 

Share premium account  74,127 74,127 74,181 

Other reserves  5,194 21,064 4,369 

Retained earnings  112,465 92,917 86,562 

Total equity  192,182 188,504 165,508 

Liabilities     

Non-current liabilities     

Borrowings  78,607 72,566 33,264 

Obligations under finance leases  917 1,117 1,137 

Derivative financial instruments  1,519 3,303 — 

Provisions for other liabilities and charges  6,130 7,501 6,478 

  87,173 84,487 40,879 

Current liabilities     

Trade and other payables  58,202 55,730 53,203 

Borrowings  6,334 6,689 7,265 

Obligations under finance leases  242 421 204 

Derivative financial instruments  2,823 6,167 474 

Provisions for other liabilities and charges  936 967 613 

  68,537 69,974 61,759 

Total liabilities  155,710 154,461 102,638 

Total equity and liabilities  347,892 342,965 268,146 



 

 

(1) Restated as described in note 3 

 

 

CONSOLIDATED CASH FLOW STATEMENT 
 

 

 

 

 

 

 

 

 

 

 

 

  
Six months 

ended  
Six months 

ended 
  30 June  30 June(1) 
  2009  2008 
 Note £’000 £’000 

Cash inflow from operating activities 10 34,986 22,971 

Interest received  793 445 

Interest paid  (2,895) (1,709) 

Interest element of finance lease payments  - (38) 

Taxation paid  (72) (36) 

Net cash inflow from operating activities  32,812 21,633 

Cash flows from investing activities    

Purchase of property, plant and equipment  (52,250) (41,251) 

Net cash used in investing activities  (52,250) (41,251) 

Cash flows from financing activities    

Net proceeds on issue of ordinary share capital  7 135 

Repayment of obligations under finance leases  (233) (9) 

Proceeds from borrowings  9,180 11,153 

Repayment of borrowings  (3,000) (3,000) 

Net cash inflow from financing activities  5,954 8,279 

Net decrease in cash and cash equivalents  (13,484) (11,339) 

Effects of foreign exchange rate change  893 688 

Cash and cash equivalents at beginning of period  51,506 36,961 

Cash and cash equivalents at end of period  38,915 26,310 



 

  

NOTES TO THE FINANCIAL STATEMENTS 
 
1. General information 
The Company is a limited liability company incorporated and domiciled in the UK. The address of its registered 
office is Masters House, 107 Hammersmith Road, London, W14 0QH. 
 
The Company has its primary listing on the London Stock Exchange. 
 
This condensed consolidated half year financial information, which comprises the Operational Review, the 
Financial Review, the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income, 
the Consolidated Statement of Changes in Equity, the Consolidated Balance Sheet, the Consolidated Cash Flow 
Statement and notes 1 to 11 to the financial statements, does not comprise statutory accounts within the meaning 
of section 434 of the Companies Act 2006. Statutory accounts for the year ended 31 December 2008 were 
approved by the Board of directors on 30 January 2009 and delivered to the Registrar of Companies. The report 
of the auditors on those accounts was unqualified, did not contain an emphasis of matter paragraph and did not 
contain any statement under section 237 of the Companies Act 1985. 
 
This condensed consolidated half year financial information has been reviewed, not audited. 
 
2. Basis of preparation 
This condensed consolidated half year financial information for the six months ended 30 June 2009 has been 
prepared in accordance with the Disclosure and Transparency Rules of the Financial Services Authority and with 
IAS 34, ‘Interim financial reporting’, as adopted by the European Union. The condensed consolidated half year 
financial information, which includes a fair review of the information required by DTR 4.2.7 and DTR 4.2.8, should 
be read in conjunction with the annual financial statements for the year ended 31 December 2008, which have 
been prepared in accordance with IFRSs as adopted by the European Union. 
 
This condensed consolidated half year financial information, including the responsibility statement in the 
preceding paragraph made in accordance with DTR 4.2.10 (1), was approved on behalf of the Board by Michael 
Tobin and Brian McArthur-Muscroft on 31 July 2009. 
 
3. Accounting policies 
Except as described below, the accounting policies applied are consistent with those of the annual financial 
statements for the year ended 31 December 2008. As described in the Group’s 2008 Annual Report, during that 
year the Group changed its accounting policy in respect of certain costs of construction. The change in 
accounting policy occurred after the publication of the 2008 Interim Statement, accordingly the financial 
information in respect of that period has been restated. The financial effect of the restatement in the six months to 
30 June 2008 is to increase profit after tax by £1,193,000 and increase net assets by £1,878,000. In addition, 
following a court order pursuant to section 138 of the Companies Act, 1985 dated 4 July 2007, a distributable 
amount of £102,456,000 previously contained with the share premium account has been reclassified to the profit 
and loss reserve. 
 
The preparation of financial statements in conformity with IFRS requires the use of estimates and assumptions 
that affect the reported amounts of assets and liabilities at the date of the financial statements and the reported 
amounts of income and expenses during the reporting period. One such significant estimate is the estimated 
remaining useful lives of property, plant and equipment. In accordance with IAS 16, the Group has a policy of 
reviewing the residual useful lives of the data centres at least annually. As at the last balance sheet date, the 
Group performed such a review in respect of its leasehold improvements and plant and machinery, the financial 
effect of which is to reduce the depreciation charge for the period by £600,000. 
 
Taxes on income in the interim periods are accrued using the tax rate that would be applicable to the expected 
total annual earnings. 
 
The following new standards and amendments to standards are mandatory for the first time for the financial year 
beginning 1 January 2009: 
 
• IAS 1 (revised), ‘Presentation of financial statements’. The revised standard prohibits the presentation of items 

of income and expenses (that is ‘non-owner changes in equity’) in the statement of changes in equity, requiring 
‘non-owner changes in equity’ to be presented separately from owner changes in equity. All ‘non-owner 
changes in equity’ are required to be shown in a performance statement. 

 
 Entities can choose whether to present one performance statement (the statement of comprehensive income) 

or two statements (the income statement and statement of comprehensive income). 
 
 The Group has elected to present two statements: an income statement and a statement of comprehensive 

income. The interim financial statements have been prepared under the revised disclosure requirements.



 

  

NOTES TO THE FINANCIAL STATEMENTS (cont’d) 
 
 
 
• IFRS 8, ‘Operating segments’. IFRS 8 replaces IAS 14, ‘Segment reporting’. It requires a ‘management 

approach’ under which segment information is presented on the same basis as that used for internal reporting 
purposes. Following a review the Group’s internal management information, the previously reported operating 
segments of the UK and Ireland and the Rest of Europe remain appropriate. 

 
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating 
decision-maker. The chief operating decision-maker has been identified as the board of directors. 
 
Goodwill is allocated by management to Groups of cash-generating units on a segment level.  
 
The following new standards, amendments to standards and interpretations are mandatory for the first time for the 
financial year beginning 1 January 2009, but are not currently relevant for the Group: 
 
• IFRIC 13, ‘Customer loyalty programmes’ 
• IFRIC 14, ‘The limit on a defined benefit asset minimum funding requirements and their interaction’ 

• IFRIC 15, ‘Agreements for the construction of real estate’ 

• IFRIC 16, ‘Hedges of a net investment in a foreign operation’ 

• IAS 39 (amendment), ‘Financial instruments: Recognition and measurement’ 

 
The following new standards, amendments to standards and interpretations have been issued, but are not 
effective for the financial year beginning 1 January 2009 and have not been early adopted: 
 
• IFRS 3 (revised), ‘Business combinations’ and consequential amendments to IAS 27, ‘Consolidated and 

separate financial statements’, IAS 28, ‘Investments in associates’ and IAS 31, ‘Interests in joint ventures’, are 
effective prospectively to business combinations for which the acquisition date is on or after the beginning of 
the first annual reporting period beginning on or after 1 July 2009. Management is assessing the impact of the 
new requirements regarding acquisition accounting, consolidation and associates on the Group. The Group 
does not have any joint ventures. 

 
The revised standard continues to apply the acquisition method to business combinations, with some significant 
changes. For example, all payments to purchase a business are to be recorded at fair value at the acquisition 
date, with contingent payments classified as debt subsequently re-measured through the statement of 
comprehensive income. There is a choice on an acquisition-by-acquisition basis to measure the minority interest 
in the acquiree either at fair value or at the minority interest’s proportionate share of the acquiree’s net assets. All 
acquisition-related costs should be expensed. The Group will apply IFRS 3 (revised) to all business combinations 
from 1 January 2010, subject to endorsement by the EU. 
 
• IFRIC 17, ‘Distributions of non-cash assets to owners’, effective for annual periods beginning on or after 1 July 

2009. This is not currently applicable to the Group, as it has not made any non-cash distributions.  
 
• IFRIC 18, ‘Transfers of assets from customers’, effective for tranfers of assets received on or after 1 July 2009. 

This is not relevant to the Group, as it has not received any assets from customers.  



 

 (1) Restated as per note 3 

 

NOTES TO THE FINANCIAL STATEMENTS (cont’d) 
 
 
4. Segmental information  
The chief operating decision-maker has been identified as the board of directors. This committee reviews the 
Group’s internal reporting in order to assess performance and allocate resources. Management has determined 
the operating segments based on these reports. 
 
The committee considers the business from both a geographic and services perspective. On a geographic basis 
management assesses the performance of the UK and Ireland and the Rest of Europe. Revenue is further 
assessed from a services perspective between colocation and value added services (‘VAS’).  
 
The board of directors assess the performance of the operating segments based primarily on the measures of 
revenue and EBITDA. Other information provided, except as noted below, to the board of directors is measured in 
a manner consistent with that in the financial statements. 
 
Certain assets and liabilities, for example cash deposits and bank borrowings, are managed on a central basis 
and as such have not been allocated to individual segments. 
 

 Six months ended 30 June 2009  Six months ended 30 June 2008(1) 
 UK and Rest of   UK and Rest of  
 Ireland Europe Total  Ireland Europe Total 
 £’000 £’000 £’000  £’000 £’000 £’000 

Revenue 42,313 39,932 82,245  36,747 25,114 61,861 

Cost of sales (20,875) (19,323) (40,198)  (20,789) (13,265) (34,054) 

Gross profit 21,438 20,609 42,047  15,958 11,849 27,807 

Depreciation and amortisation charges (5,789) (7,009) (12,798)  (4,946) (5,456) (10,402) 

Other operating expenses (6,128) (6,562) (12,690)  (5,581) (5,474) (11,055) 

Operating profit 9,521 7,038 16,559  5,431 919 6,350 

Finance income   4,800    4,006 

Finance costs   (6,663)    (2,172) 

Profit before tax   14,696    8,184 

Income tax (charge)/credit    (1,019)    2,404 

Profit for the period   13,677    10,588 

        

EBITDA 15,310 14,047 29,357  10,377 6,375 16,752 

Depreciation and amortisation charges (5,789) (7,009) (12,798)  (4,946) (5,456) (10,402) 

Operating profit 9,521 7,038 16,559  5,431 919 6,350 

        

        

Segment assets 144,977 169,083 314,060  143,284 110,127 253,411 

Unallocated assets   33,832    14,735 

Total assets   347,892    268,146 

Segment liabilities (26,566) (36,843) (63,409)  (27,365) (30,678) (58,043) 

Unallocated liabilities   (92,301)    (44,595) 

Total liabilities   (155,710)    (102,638) 

Capital expenditure 7,278 44,972 52,250  30,998 10,253 41,251 
 

 
 



 

 (1) Restated as per note 3 

 

NOTES TO THE FINANCIAL STATEMENTS (cont’d) 
 
Revenue by service 

 Six months  Six months 
 ended  ended 
 30 June  30 June 
 2009  2008 

 £’000 £’000 

Colocation 65,281 46,389 

Value added services 16,964 15,472 

 82,245 61,861 

 
5. Expenses by nature 

 Six months  Six months 
 ended  ended 
 30 June  30 June(1) 
 2009  2008 
 £’000 £’000 

Property costs 12,576  11,291 

Electricity costs 13,325 10,149 

Depreciation and amortisation charges 12,798 10,402 

Staff costs 14,114 12,160 

Other costs 12,873 11,509 

 65,686 55,511 

 
6. Income taxes 
The income tax expense is recognised based on management’s best estimate of the weighted average annual 
income tax rate expected for the full financial year. The estimated average annual tax rate used for the year to 31 
December 2009 is 6.9%. In the prior period, the carrying value of the Group’s tax assets, mainly trading losses 
and unclaimed capital allowances in excess of depreciation, was reviewed. This resulted in a net deferred tax 
asset of £2,440,000 being recognised at the half year and a corresponding credit to income tax. By 31 December 
2008 a deferred tax asset of £5,374,000 had been recognised. During the current period, the Group has offset 
current tax charges through the use of these assets. Further deferred tax assets were recorded during the period 
resulting in a period end deferred tax asset of £5,374,000. As the deferred tax asset at the end of the period is 
consistent with the balance recognised at 31 December 2008, there is no net charge for deferred tax in the 
period. 
 
7. Earnings per share – basic and diluted 
Basic earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the 
weighted average number of ordinary shares in issue during the period.  

 Six months  Six months 
 ended  ended 
 30 June  30 June(1) 
 2009  2008 

Profit attributable to equity holders of the Company (£’000) 13,677 10,588 

Weighted average number of shares in issue (’000) 195,524 195,368 

Basic earnings per share (p) 7.0 5.4 

 
Diluted earnings per share is calculated by dividing the profit attributable to equity holders of the Company by the 
weighted average number of ordinary shares in issue during the period adjusted for the weighted average effect 
of share options outstanding during the period.  

 Six months  Six months 
 ended  ended 
 30 June  30 June 
 2009  2008(1) 

Profit attributable to equity holders of the Company (£’000) 13,677 10,588 

Weighted average number of shares in issue (’000) 196,602 196,032 

Diluted earnings per share (p) 7.0 5.4 

 
 
 
 
 



 

 (1) Restated as per note 3 

 

NOTES TO THE FINANCIAL STATEMENTS (cont’d) 
 
 
7. Earnings per share – basic and diluted (continued) 
The adjusted earnings per share is presented as the Directors consider it provides an additional indication of the 
underlying performance of the Group. Adjusted earnings per share is calculated by adding back exchange gains 
on financing items and the deferred tax movement (note 6) to the retained profit for the period as shown below:  

 Six months  Six months 
 ended  ended 
 30 June  30 June(1) 
 2009  2008 
 £’000 £’000 

Profit attributable to equity holders of the Company 13,677 10,588 

Less exchange gains on financing items (176)  (1,410) 

Less deferred tax (note 6) — (2,440) 

Adjusted profit attributable to equity holders of the Company 13,501 6,738 

 
8. Property, plant and equipment 

 

Assets in the 
course of 

construction 
Leasehold 

improvements 
Plant and 

machinery 
Office 

equipment Total 
 £’000 £’000 £’000 £’000 £’000 

Cost      

At 1 January 2008 – as originally stated 2,782 90,874 96,018 7,387 197,061 

Prior year adjustment(1) 685 — — — 685 

At 1 January 2008 – as restated 3,467 90,874 96,018 7,387 197,746 

Exchange differences 656 6,858 1,200 233 8,947 

Additions(1) 48,505 10,034 2,027 144 60,710 

Transfers (4,946) 4,946 — — — 

At 30 June 2008 47,682 112,712 99,245 7,764 267,403 

At 1 January 2009 48,914 177,420 105,662 8,676 340,672 

Exchange differences (4,561) (20,183) (2,912) (546) (28,202) 

Additions 39,309 12,873 4,435 155 56,772 

Transfers (26,943) 26,351 592 — — 

Disposals — (40) — — (40) 

At 30 June 2009 56,719 196,421 107,777 8,285 369,202 

      

Depreciation      

At 1 January 2008 — 54,423 34,724 4,906 94,053 

Exchange differences — 3,615 662 163 4,440 

Charge for the period — 7,425 1,802 592 9,819 

At 30 June 2008 — 65,463 37,188 5,661 108,312 

At 1 January 2009 — 86,311 41,536 6,714 134,561 

Exchange differences — (9,265) (1,711) (433) (11,409) 

Charge for the period — 9,695 2,039 477 12,211 

Disposals — (7) — — (7) 

At 30 June 2009 — 86,734 41,864 6,758 135,356 

Net book value      

At 30 June 2009 56,719 109,687 65,913 1,527 233,846 

At 31 December 2008 48,914 91,109 64,126 1,962 206,111 

At 30 June 2008 47,682 47,249 62,057 2,103 159,091 

 
The Group has capital commitments in respect of in progress projects at the period end of £38,911,000 (31 
December 2008: £81,159,000; 30 June 2008: £25,001,000).



 

(1) Restated as per note 3 

 

NOTES TO THE FINANCIAL STATEMENTS (cont’d)  
 
 
9. Share capital  

 30 June  31 December 30 June 
 2009  2008 2008 
 £’000 £’000 £’000 

Authorised    

496,431,508 ordinary  shares of £0.002 each (31 December 2008: 496,431,508; 
30 June 2008: 496,431,508)  993 993 993 

 993 993 993 

 
 30 June  31 December 30 June 
 2009  2008 2008 
 £’000 £’000 £’000 

Allotted     

198,092,373 ordinary  shares of £0.002 each (31 December 2008: 198,092,373; 
30 June 2008: 198,092,373)  396 396 396 

 396 396 396 

 
The ordinary shares carry no right to fixed income and each ordinary share carries one vote at general meetings. 
 
During the period 9,000 shares were issued following the exercise of share options. All shares were issued from 
the Company’s Employee Benefit Trust (‘EBT’) for total consideration of £7,000. 
 
10. Cash flow from operating activities  
Reconciliation of profit on ordinary activities before taxation to net cash inflow from operating activities:  

 Six months  Six months 
 ended  ended 
 30 June  30 June(1) 
 2009  2008 
 £’000 £’000 

Profit on ordinary activities before taxation 14,696  8,184 

Add finance costs 6,663  2,172 

Less finance income (4,800)  (4,006) 

Depreciation charge 12,211  9,819 

Intangible asset amortisation 587  583 

Share-based payments 742  300 

Movement in receivables 2,449  3,118 

Movement in payables 3,586 2,758 

Movement in provisions (313)  (198) 

Exchange movement (835)  241 

Net cash inflow from operating activities 34,986  22,971 

 
11. Contingent liabilities 
Financial guarantees granted by the Group’s banks in respect of operating leases amount to £11,148,000 at 30 
June 2009. At 30 June 2009 the estimated discounted cost of reinstating leasehold properties at the end of leases 
in accordance with the lease contracts was not materially different from the balance disclosed in the 2008 Annual 
report. The leases expire over a range of two to 20 years. In accordance with the Group accounting policy, no 
amount has been provided in the financial statements as it is not considered probable that such liabilities will be 
incurred, as the Group expects to renew its leases when they expire and continue to use them as data centres. 
 
 
 
 
 
 
 
 
 



 

 

INDEPENDENT REVIEW REPORT  
to Telecity Group plc 
 
 
Introduction 
We have been engaged by the Company to review the condensed set of financial statements in the half-yearly 
financial report for the six months ended 30 June 2009, which comprises the Consolidated Income Statement, 
Consolidated Balance Sheet, Consolidated Statement of Comprehensive Income, Consolidated Statement of 
Changes in Equity, Consolidated Cash Flow Statement and related notes. We have read the other information 
contained in the half-yearly financial report and considered whether it contains any apparent misstatements or 
material inconsistencies with the information in the condensed set of financial statements. 
 
Directors’ responsibilities 
The half-yearly financial report is the responsibility of, and has been approved by, the Directors. The Directors are 
responsible for preparing the half-yearly financial report in accordance with the Disclosure and Transparency 
Rules of the United Kingdom’s Financial Services Authority. 
As disclosed in note 2, the annual financial statements of the Group are prepared in accordance with IFRSs as 
adopted by the European Union. The condensed set of financial statements included in this half-yearly financial 
report has been prepared in accordance with International Accounting Standard 34, ‘Interim Financial Reporting’, 
as adopted by the European Union. 
 
Our responsibility 
Our responsibility is to express to the Company a conclusion on the condensed set of financial statements in the 
half-yearly financial report based on our review. This report, including the conclusion, has been prepared for and 
only for the Company for the purpose of the Disclosure and Transparency Rules of the Financial Services 
Authority and for no other purpose. We do not, in producing this report, accept or assume responsibility for any 
other purpose or to any other person to whom this report is shown or into whose hands it may come save where 
expressly agreed by our prior consent in writing. 
 
Scope of review 
We conducted our review in accordance with International Standard on Review Engagements (UK and Ireland) 
2410, ‘Review of Interim Financial Information Performed by the Independent Auditor of the Entity’ issued by the 
Auditing Practices Board for use in the United Kingdom. A review of interim financial information consists of 
making enquiries, primarily of persons responsible for financial and accounting matters, and applying analytical 
and other review procedures. A review is substantially less in scope than an audit conducted in accordance with 
International Standards on Auditing (UK and Ireland) and consequently does not enable us to obtain assurance 
that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not 
express an audit opinion. 
 
Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that the condensed set of 
financial statements in the half-yearly financial report for the six months ended 30 June 2009 is not prepared, in 
all material respects, in accordance with International Accounting Standard 34 as adopted by the European Union 
and the Disclosure and Transparency Rules of the United Kingdom’s Financial Services Authority. 
 
 
PricewaterhouseCoopers LLP 
Chartered Accountants, London 
31 July 2009 
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