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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended March 31, 2015
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period to
Commission File Number: 001-35789 (CyrusOne Inc.)
Commission File Number: 333-188426 (CyrusOne LP)

CyrusOne Inc.

CyrusOne LP

(Exact name of registrant as specified in its charter)

Maryland (CyrusOne Inc.) 46-0691837
Maryland (CyrusOne LP) 46-0982896

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

1649 West Frankford Road, Carrollton, TX 75007

(Address of Principal Executive Offices) (Zip Code)
(972) 350-0060

(Registrant’s telephone number, including area
code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

CyrusOne Inc. Yes y No ~
CyrusOne LP Yes y No ~




Edgar Filing: CyrusOne Inc. - Form 10-Q

Table of Contents

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files).

CyrusOne Inc. Yes y No ~

CyrusOne LP Yes y No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or

a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

CyrusOne Inc.

Large accelerated filer y Accelerated filer
Non-accelerated filer - Smaller reporting company
CyrusOne LP

Large accelerated filer - Accelerated filer
Non-accelerated filer y Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).
CyrusOne Inc. Yes © No y
CyrusOne LP Yes © No y

CyrusOne Inc.
There were 53,298,200 shares of common stock outstanding as of April 30, 2015 with a par value of $0.01 per share.
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EXPLANATORY NOTE

This report combines the quarterly reports on Form 10-Q for the quarter ended March 31, 2015 of CyrusOne Inc., a
Maryland corporation, and CyrusOne LP, a Maryland limited partnership, of which CyrusOne GP, a Maryland
statutory trust of which CyrusOne Inc. is the sole beneficial owner and sole trustee, is the sole general partner. Unless
otherwise indicated or unless the context requires otherwise, all references in this report to “we,” “us,” “our,” “our Company”’
or “the Company” refer to CyrusOne Inc. together with its consolidated subsidiaries, including CyrusOne LP. Unless
otherwise indicated or unless the context requires otherwise, all references to “our operating partnership” or “the
operating partnership” refer to CyrusOne LP together with its consolidated subsidiaries.

CyrusOne Inc. is a real estate investment trust, or REIT, and the sole beneficial owner and sole trustee of CyrusOne
GP, which is the sole general partner of CyrusOne LP. As of March 31, 2015, CyrusOne Inc., together with CyrusOne
GP, owned approximately 59.5% of the operating partnership units in CyrusOne LP. The remaining approximately
40.5% of the operating partnership units in CyrusOne LP, which is reflected as a noncontrolling interest, was owned
by our former parent, Cincinnati Bell Inc. (“CBI”). Following the completion of CyrusOne Inc.'s public offering of
common stock in April 2015 and the application of the proceeds from such offering to acquire common units of
limited partnership interests in CyrusOne LP from CBI, CyrusOne Inc., together with CyrusOne GP, owned
approximately 81.2% of the operating partnership units in CyrusOne LP and CBI owned approximately 18.8% of the
units. As the sole beneficial owner and sole trustee of CyrusOne GP, which is the sole general partner of CyrusOne
LP, CyrusOne Inc. has the full, exclusive and complete responsibility for the operating partnership's day-to-day
management and control.

We believe combining the quarterly reports of CyrusOne Inc. and CyrusOne LP into this single report on Form 10-Q
results in the following benefits:

enhancing investors' understanding of our Company and our operating partnership by enabling investors to view the
business as a whole in the same manner as management views and operates the business;

eliminating duplicative disclosure and providing a more streamlined and readable presentation since a substantial
portion of the disclosure applies to both the Company and the operating partnership; and

ereating time and cost efficiencies through the preparation of one combined report instead of two separate reports.
There are a few differences between our Company and our operating partnership, which are reflected in the
disclosures in this report. We believe it is important to understand the differences between our Company and our
operating partnership in the context of how we operate as an interrelated consolidated company. CyrusOne Inc. is a
REIT, whose only material asset is its ownership of operating partnership units of CyrusOne LP. As a result,
CyrusOne Inc. does not conduct business itself, other than acting as the sole trustee of CyrusOne GP, issuing public
equity from time to time and guaranteeing certain debt of CyrusOne LP. CyrusOne Inc. itself does not issue any
indebtedness but guarantees the debt of CyrusOne LP, as disclosed in this report. CyrusOne LP holds substantially all
the assets of the Company. CyrusOne LP conducts the operations of the business and is structured as a partnership
with no publicly traded equity. Except for net proceeds from public equity issuances by CyrusOne Inc., which are
generally contributed to CyrusOne LP in exchange for operating partnership units, CyrusOne LP generates the capital
required by the Company's business through CyrusOne LP's operations and by CyrusOne LP's incurrence of
indebtedness or through the issuance of partnership units.

The presentation of noncontrolling interest, shareholders' equity and partnership capital are the main areas of
difference between the condensed consolidated financial statements of CyrusOne Inc. and those of CyrusOne LP. The
operating partnership units held by CBI in CyrusOne LP are presented as partnership capital in CyrusOne LP's
condensed consolidated financial statements and as noncontrolling interest within equity in CyrusOne Inc.'s
condensed consolidated financial statements. The operating partnership units held by CyrusOne Inc. in CyrusOne LP
are presented as partnership capital in CyrusOne LP's condensed consolidated financial statements and as common
stock and additional paid in capital within shareholders' equity in CyrusOne Inc.'s condensed consolidated financial
statements. The differences in the presentations between shareholders' equity and partnership capital result from the
differences in the equity issued at the CyrusOne Inc. and the CyrusOne LP levels.

To help the investors understand the significant differences between the Company and the operating partnership, this
report presents the condensed consolidated financial statements separately for the Company and the operating
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partnership.

As sole beneficial owner and sole trustee of CyrusOne GP, which is the sole general partner with control of the
operating partnership, CyrusOne Inc. consolidates the operating partnership for financial reporting purposes, and it
does not have significant assets other than its investment in the operating partnership. Therefore, the assets and
liabilities of CyrusOne Inc. and CyrusOne LP are the same on their respective condensed consolidated financial
statements. The separate discussions of CyrusOne Inc. and CyrusOne LP in this report should be read in conjunction
with each other to understand the results of the Company on a consolidated basis and how management operates the
Company.

In order to establish that the Chief Executive Officer and the Chief Financial Officer of each entity have made the
requisite certifications and that the Company and the operating partnership are compliant with Rule 13a-15 or Rule
15d-15 of the Securities
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Exchange Act of 1934 and with 18 U.S.C. §1350, this report also includes separate Item 4. Controls and Procedures
sections and separate Exhibits 31 and 32 certifications for each of the Company and the operating partnership.

All other sections of this report, including select footnotes to the consolidated financial statements, Management's
Discussion and Analysis of Financial Condition and Results of Operations and Quantitative and Qualitative
Disclosures About Market Risk, are presented together for CyrusOne Inc. and CyrusOne LP.
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PART I—FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
CyrusOne Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited and amounts in millions, except for shares and per share amounts)
As of As of

March 31, 2015  December 31,

2014
Assets
Investment in real estate:
Land $93.0 $89.7
Buildings and improvements 820.8 812.6
Equipment 382.7 349.1
Construction in progress 121.0 127.0
Subtotal 1,417.5 1,378.4
Accumulated depreciation (350.1 (327.0
Net investment in real estate 1,067.4 1,051.4
Cash and cash equivalents 26.0 36.5
Rent and other receivables, net of allowance for doubtful accounts of $1.0 as of 539 60.9
March 31, 2015 and December 31, 2014 ) )
Goodwill 276.2 276.2
Intangible assets, net of accumulated amortization of $75.7 and $72.1 as of 65.3 68.9
March 31, 2015 and December 31, 2014, respectively ) )
Due from affiliates 1.4 0.8
Other assets 86.4 91.8
Total assets $1,576.6 $1,586.5
Liabilities and equity
Accounts payable and accrued expenses $67.1 $69.9
Deferred revenue 65.5 65.7
Due to affiliates 9.1 7.3
Capital lease obligations 12.6 13.4
Long-term debt 679.8 659.8
Other financing arrangements 51.3 53.4
Total liabilities 885.4 869.5
Commitment and contingencies
Equity
Preferred stock, $.01 par value, 100,000,000 authorized; no shares issued or
outstanding o o
Common stock, $.01 par value, 500,000,000 shares authorized and 39,058,786
and 0.4 0.4
38,651,517 shares issued and outstanding at March 31, 2015 and December 31, )
2014, respectively
Additional paid in capital 518.9 516.5
Accumulated deficit (72.5 ) (55.9
Accumulated other comprehensive loss 0.6 ) (0.3
Total shareholders’ equity 446.2 460.7
Noncontrolling interest 245.0 256.3
Total equity 691.2 717.0

Total liabilities and equity $1,576.6 $1,586.5



Edgar Filing: CyrusOne Inc. - Form 10-Q

The accompanying notes are an integral part of the condensed consolidated financial statements.
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CyrusOne Inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited and amounts in millions, except per share data)

Revenue
Costs and expenses:
Property operating expenses
Sales and marketing
General and administrative
Depreciation and amortization
Transaction costs
Asset impairments
Total costs and expenses
Operating income
Interest expense
Net (loss) income before income taxes
Income tax expense
Net (loss) income
Noncontrolling interest in net (loss) income
Net (loss) income attributed to common shareholders
Basic weighted average common shares outstanding
Diluted weighted average common shares outstanding
Loss per share - basic and diluted
Dividend declared per share

Three Months
Ended March 31,
2015

$85.7

323
29

9.1
31.1
0.1
8.6
84.1
1.6
8.4
(6.8
0.4
(7.2
2.9
$4.3
36.9
36.9
$(0.12
$0.315

The accompanying notes are an integral part of the condensed consolidated financial statements.

~— N N

Three Months
Ended March 31
2014

$77.5

27.7
3.0
7.3
27.6
0.1
65.7
11.8
10.7
1.1
04
0.7
0.5
$0.2
20.9
20.9
$0.00
$0.210

>

10
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CyrusOne Inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(unaudited and amounts in millions)

Three Months Three Months
Ended March 31, Ended March 31,
2015 2014
Net (loss) income $(7.2 ) $0.7
Other comprehensive loss:
Foreign currency translation adjustments 0.3 ) —
Comprehensive (loss) income (7.5 ) 0.7
Comprehensive loss attributable to noncontrolling interests 3.0 0.5 )
Comprehensive (loss) income attributable to CyrusOne Inc. $4.5 ) $0.2

The accompanying notes are an integral part of the condensed consolidated financial statements.

8
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CyrusOne Inc.
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(unaudited and amounts in millions)

Common Accumulated Total
Stock Issued Additional ShareholdersNon-
. AccumulatedOther . . Total
Paid In Deficit Com rehensivKuny/ ControlhngE uit
SharesAmountCapital Lossp Parent’s Net Interest quty
Investment

Balance January 1, 2014 220 $02 $3407 $(189 ) $ — $322.0 $4556 $777.6
Net income — — — 0.7 — 0.7 — 0.7
Noncontrolling interest
allocated net income S o ©.5 ) — ©5 ) 035 o
Restricted shares issued under 07 — o . . o . o
long-term incentive plan '
Stock based compensation — - 2.2 — — 2.2 — 2.2
Dividends and distributions,
$0.21 per share — - — (4.8 ) — 4.8 ) (8.9 ) (13.7 )
Balance at March 31, 2014 227 $02 $3429 $235 ) $ — $ 319.6 $4472 $766.8
Balance January 1, 2015 38.7 $04 $5165 $(559 ) $ (0.3 ) $460.7 $2563 $717.0
Net loss —  — — (7.2 ) — (7.2 ) — 72 )
Noncontrolling interest
allocated net loss - o 2.9 o 29 29 ) —
Restricted shares issued under o . o . o . .
long-term incentive plan
Stock based compensation 04 — 3.0 — — 3.0 — 3.0
Common stock repurchases —  — 0.6 ) — — 0.6 ) — 0.6 )
Foreign currency translation
adjustments - o o ©.3 ) 03 ) — ©3 )
Dividends and distributions,
$0.315 per share - — — (12.3 ) — (12.3 ) (84 ) (207 )

Balance at March 31, 2015 39.1 $04 $5189 $(725 ) $ (0.6 ) $446.2 $2450 $691.2
The accompanying notes are an integral part of the condensed consolidated financial statements.

12
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CyrusOne Inc.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited and amounts in millions)

Cash flows from operating activities:
Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by operating

activities:

Depreciation and amortization

Noncash interest expense

Stock-based compensation expense

Asset impairments

Change in operating assets and liabilities:

Rent receivables and other assets

Accounts payable and accrued expenses
Deferred revenues

Due to affiliates

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures — acquisitions of real estate
Capital expenditures — other development

Net cash used in investing activities

Cash flows from financing activities:

Dividends paid

Borrowings from revolving credit agreement
Payments on capital leases and other financing arrangements
Net cash provided by (used in) financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosures
Cash paid for interest
Cash paid for income taxes
Capitalized interest

Acquisition of property in accounts payable and other liabilities

Dividends payable
Taxes on vesting of shares

Three Months
Ended March 31,
2015

$(7.2

31.1
0.7
3.0
8.6

1.8

2.9
0.2
(1.6
33.3

(17.3
(319
(49.2

13.5
20.0
1.1
54
(10.5
36.5
$26.0

$2.8
1.1
1.3
21.5
21.5
0.6

The accompanying notes are an integral part of the condensed consolidated financial statements.

10

Three Months
Ended March 31
2014

$0.7

27.6
0.9
2.2

(6.7
44
8.9
0.1
379

(49.7
(49.7

(104

(1.4
(11.8
(23.6
148.8
$125.2

$1.6
0.5

52.2
13.7

>

13
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CyrusOne LP
CONDENSED CONSOLIDATED BALANCE SHEETS
(unaudited and amounts in millions)

Assets

Investment in real estate:
Land

Buildings and improvements
Equipment

Construction in progress
Subtotal

Accumulated depreciation
Net investment in real estate
Cash and cash equivalents

Rent and other receivables, net of allowance for doubtful accounts of $1.0 as

of March 31, 2015 and December 31, 2014
Goodwill

Intangible assets, net of accumulated amortization of $75.7 and $72.1 as of

March 31, 2015 and December 31, 2014, respectively
Due from affiliates

Other assets

Total assets

Liabilities and parent's net investment
Accounts payable and accrued expenses
Deferred revenue

Due to affiliates

Capital lease obligations

Long-term debt

Other financing arrangements

Total liabilities

Commitments and contingencies
Parent's net investment:

Partnership capital

Total liabilities and partnership capital

The accompanying notes are an integral part of the condensed consolidated financial statements.

11

As of
March 31, 2015

$93.0
820.8
382.7
121.0
1,417.5
(350.1
1,067.4
26.0

53.9
276.2
65.3

14
86.4
$1,576.6

$67.1
65.5
9.1
12.6
679.8
51.3
885.4

691.2
$1,576.6

As of
December 31,
2014

$89.7
812.6
349.1
127.0
1,378.4
(327.0
1,051.4
36.5

60.9
276.2
68.9

0.8
91.8
$1,586.5

$69.9
65.7
7.3
13.4
659.8
534
869.5

717.0
$1,586.5

14
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CyrusOne LP

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited and amounts in millions )

Three Months Three Months
Ended March 31, Ended March 31,
2015 2014

Revenue $85.7 $77.5

Costs and expenses:

Property operating expenses 32.3 27.7

Sales and marketing 2.9 3.0

General and administrative 9.1 7.3

Depreciation and amortization 31.1 27.6

Transaction costs 0.1 0.1

Asset impairments 8.6 —

Total costs and expenses 84.1 65.7

Operating income 1.6 11.8

Interest expense 8.4 10.7

Net (loss) income before income taxes (6.8 ) 1.1

Income tax expense 0.4 ) (0.4

Net (loss) income $(7.2 ) $0.7

The accompanying notes are an integral part of the condensed consolidated financial statements.

12
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CyrusOne LP

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME
(unaudited and amounts in millions)

Three Months
Ended March 31,
2015

Net (loss) income $(7.2

Other comprehensive loss:

Foreign currency translation adjustments (0.3

Comprehensive (loss) income attributable to CyrusOne LP $(7.5

The accompanying notes are an integral part of the condensed consolidated financial statements.

13

Three Months
Ended March 31,
2014

) $0.7

) $0.7

16
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CyrusOne LP

CONDENSED CONSOLIDATED STATEMENTS OF PARTNERSHIP CAPITAL
(unaudited and amounts in millions)

Partnership

Units
Balance January 1, 2014 64.6
Net income - January 1, 2014 to March 31, 2014 —
Compensation expense of CyrusOne Inc. allocated to operating partnership —
Distributions to CyrusOne Inc. —
Partnership units issued to CyrusOne Inc. 0.7
Balance at March 31, 2014 65.3
Balance January 1, 2015 65.3
Net loss —
Compensation expense of CyrusOne Inc. allocated to operating partnership —
Foreign currency translation adjustments —
Distributions to CyrusOne Inc. —
Partnership units issued to CyrusOne Inc. 0.4
Balance at March 31, 2015 65.7

The accompanying notes are an integral part of the condensed consolidated financial statements.

14

Partnership

Capital
$777.6
$0.7
$2.2
$(13.7
$—
$766.8

$717.0
(7.2
24
0.3
(20.7

$691.2

17
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CyrusOne LP

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited and amounts in millions)

Cash flows from operating activities:
Net (loss) income

Adjustments to reconcile net (loss) income to net cash provided by operating

activities:

Depreciation and amortization

Noncash interest expense

Stock-based compensation expense

Asset impairments

Change in operating assets and liabilities:

Rent receivables and other assets

Accounts payable and accrued expenses
Deferred revenues

Due to affiliates

Net cash provided by operating activities

Cash flows from investing activities:

Capital expenditures — acquisitions of real estate
Capital expenditures — other development

Net cash used in investing activities

Cash flows from financing activities:
Distributions paid

Borrowings from revolving credit agreement
Payments on capital leases and other financing arrangements
Net cash provided by (used in) financing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosures

Cash paid for interest

Cash paid for income taxes

Capitalized interest

Acquisition of property in accounts payable and other liabilities

Distribution payable
Taxes on vesting of shares

Three Months
Ended March 31,
2015

$(7.2

31.1
0.7
3.0
8.6

1.8

2.9
0.2
(1.6
33.3

(17.3
(319
(49.2

13.5
20.0
1.1
54
(10.5
36.5
$26.0

$2.8
1.1
1.3
21.5
21.5
0.6

The accompanying notes are an integral part of the condensed consolidated financial statements.
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Three Months
Ended March 31
2014

$0.7

27.6
0.9
2.2

(6.7
44
8.9
0.1
379

(49.7
(49.7

(104

(1.4
(11.8
(23.6
148.8
$125.2

$1.6
0.5

52.2
13.7

>
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CyrusOne Inc. and CyrusOne LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (unaudited)

1. Description of Business

CyrusOne Inc., together with CyrusOne GP, a wholly-owned subsidiary of CyrusOne Inc., through which CyrusOne
Inc. holds a controlling interest in CyrusOne LP (the “operating partnership”) and the subsidiaries of the operating
partnership (collectively, “CyrusOne”, “we”, “us”, “our”, and the “Company”) is an owner, operator and developer of
enterprise-class, carrier-neutral multi-tenant data center properties. Our customers operate in a number of industries,
including energy, oil and gas, mining, medical, technology, finance and consumer goods and services. We currently

operate 27 data centers located in the United States, United Kingdom and Singapore.

2. Formation

Prior to November 20, 2012, CyrusOne was not an operative legal entity or a combination of legal entities.

On November 20, 2012, the operating partnership received a contribution of interests in real estate properties and the
assumption of debt and other specified liabilities from CBI ("Predecessor") in exchange for the issuance of 123.7
million operating partnership units to CBL

On January 24, 2013, CyrusOne Inc. completed its initial public offering (“IPO”’) of common stock, issuing
approximately 19.0 million shares for $337.1 million, net of underwriting discounts. At that time the operating
partnership executed a 2.8 to 1.0 reverse unit split, resulting in CBI owning 44.1 million operating partnership units.
In addition, CBI exchanged approximately 1.5 million of its operating partnership units for 1.5 million shares of
CyrusOne Inc. common stock, and CBI was issued 0.4 million shares of CyrusOne Inc. common stock in repayment
for transaction costs paid by CBI. CyrusOne Inc. also issued approximately 1.1 million shares of restricted stock to its
directors and employees. In addition, on January 24, 2013, CyrusOne Inc., together with CyrusOne GP, purchased
approximately 21.9 million, or 33.9% of the operating partnership’s units for $337.1 million and through CyrusOne GP
assumed the controlling interest in the operating partnership. CBI retained a noncontrolling interest in the operating
partnership of 66.1%.

On June 25, 2014, CyrusOne Inc. completed a public offering of 16.0 million shares of its common stock, including
2.1 million shares of common stock issued upon the exercise in full by the underwriters of their option to purchase
additional shares, at a price to the public of $23.25 per share, or $371.7 million. CyrusOne Inc. used the proceeds of
$355.9 million, net of underwriting discounts of $15.8 million, to acquire 16.0 million common units of limited
partnership interests in the operating partnership from a subsidiary of CBI.

As of March 31, 2015, the total number of outstanding partnership units was 65.7 million and CBI held a 40.5%
noncontrolling interest in the operating partnership. As of March 31, 2015, CBI effectively owned approximately
43.4% of CyrusOne through its interest in outstanding shares of common stock of CyrusOne Inc. and its interest in the
operating partnership units of CyrusOne LP.

On April 4, 2015, CyrusOne Inc. completed a public offering of 14.3 million shares of its common stock, including
1.9 million shares of common stock issued upon the exercise in full by the underwriters of their option to purchase
additional shares, at a price to the public of $31.12 per share, or $443.8 million. CyrusOne Inc. used the proceeds of
$426.0 million, net of underwriting costs of $17.8 million, to acquire 14.3 million common units of limited
partnership interests in the operating partnership from a subsidiary of CBI. Following the completion of the public
offering, CBI owned approximately 21.7% of CyrusOne through its 2.9% interest in the outstanding shares of
common stock of Cyrusone Inc. and its 18.8% interest in the common units of the limited partnership interest of
CyrusOne LP.

On April 28, 2015, CyrusOne LP entered into an Agreement and Plan of Merger (the “Merger Agreement”) that
provides for the acquisition of Cervalis by the operating partnership. Upon completion of the Merger, Cervalis will be
an indirect, wholly-owned subsidiary of the Company. As a result of the Merger, the Company will acquire four data
center facilities and two work area recovery facilities serving the New York metropolitan area. CyrusOne Inc. will
acquire Cervalis for approximately $400 million, excluding transaction-related expenses, in an all cash transaction.
Simultaneously, CyrusOne Inc. has obtained financing commitments from KeyBank and intends to finance the
acquisition in a manner that takes into consideration balance sheet flexibility, credit ratings impact and accretion to
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shareholders. The transaction is expected to close in the next 45 to 60 days, subject to the fulfillment of customary
closing conditions.
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CyrusOne Inc. and CyrusOne LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (unaudited)

3. Basis of Presentation

The accompanying financial statements as of March 31, 2015 and December 31, 2014, and for the three months ended
March 31, 2015 and March 31, 2014, are prepared on a consolidated basis.

In addition, the accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“GAAP”) and should be read in conjunction with the financial
statements and notes thereto included in our Annual Report on Form 10-K for the year ended December 31, 2014,
which was filed with the Securities and Exchange Commission (“SEC”) on February 27, 2015. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with GAAP have been omitted
from this report on Form 10-Q pursuant to the rules and regulations of the SEC.

It should also be noted that the results for the interim periods shown in this report are not necessarily indicative of
future

financial results and have not been audited by our independent registered public accounting firm. In the opinion of
management, the accompanying unaudited condensed consolidated financial statements include all adjustments
necessary to present fairly our financial position as of March 31, 2015, and our results of operations for the three
months ended March 31, 2015 and 2014. These adjustments are of a normal recurring nature and consistent with the
adjustments recorded to prepare the annual audited financial statements as of December 31, 2014.
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CyrusOne Inc. and CyrusOne LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (unaudited)

4. Significant Accounting Policies

Use of Estimates—Preparation of the consolidated financial statements in conformity with GAAP requires management
to make estimates and assumptions that affect the amounts reported in the condensed consolidated financial statements
and accompanying notes. These estimates and assumptions are based on management’s knowledge of current events
and actions that we may undertake in the future. Estimates are used in determining the fair value of leased real estate,
the useful lives of real estate and other long-lived assets, future cash flows associated with goodwill and other
long-lived asset impairment testing, deferred tax assets and liabilities and loss contingencies. Estimates were also
utilized in the determination of historical allocations of shared employees’ payroll, benefits and incentives and
management fees. Actual results may differ from these estimates and assumptions.

Investments in Real Estate—Investments in real estate consist of land, buildings, improvements and integral equipment
utilized in our data center operations. Real estate acquired from third parties has been recorded at its acquisition cost.
Real estate acquired from CBI and its affiliates has been recorded at its historical cost basis. Additions and
improvements which extend an asset’s useful life or increase its functionality are capitalized and depreciated over the
asset’s remaining life. Maintenance and repairs are expensed as incurred.

When we are involved in the construction of structural improvements to leased property, we are deemed the
accounting owner of the leased real estate. In these instances, we bear substantially all the construction period risk,
including managing or funding construction. These transactions generally do not qualify for sale-leaseback accounting
due to our continued involvement in these data center operations. At inception, the fair value of the real estate, which
generally consists of a building shell and our associated obligation is recorded as construction in progress. As
construction progresses the value of the asset and obligation increases by the fair value of the structural
improvements. When construction is complete, the asset is placed in service and depreciation commences. Leased real
estate is depreciated to the lesser of (i) its estimated fair value at the end of the term or (ii) the expected amount of the
unamortized obligation at the end of the term. The associated obligation is presented as other financing arrangements
in the accompanying condensed consolidated balance sheets.

When we are not deemed the accounting owner, we further evaluate leased real estate to determine whether the lease
should be classified as a capital or operating lease. One of the following four characteristics must be present to
classify a lease as a capital lease: (i) the lease transfers ownership of the property to the lessee by the end of the lease
term, (ii) the lease contains a bargain purchase option, (iii) the lease term is equal to 75% or more of the estimated
economic life of the leased property or (iv) the net present value of the lease payments are at least 90% of the fair
value of the leased property.

Construction in progress includes direct and indirect expenditures for the construction and expansion of our data
centers and is stated at its acquisition cost. Independent contractors perform substantially all of the construction and
expansion efforts of our data centers. Construction in progress includes costs incurred under construction contracts
including project management services, engineering and schematic design services, design development, construction
services and other construction-related fees and services. Interest, property taxes and certain labor costs are also
capitalized during the construction of an asset.

Depreciation is calculated using the straight-line method over the estimated useful life of the asset. Useful lives range
from nine to forty-eight years for buildings, three to twenty-five years for building improvements, and three to five
years for equipment. Leasehold improvements are amortized over the shorter of the asset’s useful life or the remaining
lease term, including renewal options which are reasonably assured.

Management reviews the carrying value of long-lived assets, including intangible assets with finite lives, when events
or changes in circumstances indicate that the carrying amount of the assets may not be recoverable. Examples of such
indicators may include a significant adverse change in the extent to which or manner in which the property is being
used, an accumulation of costs significantly in excess of the amount originally expected for acquisition or
development, or a history of operating or cash flow losses. When such indicators exist, we review an estimate of the
undiscounted future cash flows expected to result from the use of an asset (or group of assets) and its eventual
disposition and compare such amount to its carrying amount. We consider factors such as future operating income,
leasing demand, competition and other factors. If our undiscounted net cash flows indicate that we are unable to
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recover the carrying value of the asset, an impairment loss is recognized. An impairment loss is measured as the
amount by which the asset’s carrying value exceeds its estimated fair value.

Impairment exists when the Company's net book value of real estate assets is greater than the estimated fair value. For
the three months ended March 31, 2015, we recognized impairments of $8.6 million. There were no impairments
recognized for the three months ended March 31, 2014.

Cash and Cash Equivalents—Cash and cash equivalents include all non-restricted cash held in financial institutions and
other non-restricted highly liquid short-term investments with original maturities at acquisition of three months or

less.
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CyrusOne Inc. and CyrusOne LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (unaudited)

Goodwill—Goodwill represents the excess of the purchase price over the fair value of net assets acquired in connection
with business acquisitions. We perform impairment testing of goodwill, at the reporting unit level, on an annual basis
or more frequently if indicators of potential impairment exist. The fair value of our reporting unit was determined

using a combination of market-based valuation multiples for comparable businesses and discounted cash flow analysis
based on internal financial forecasts incorporating market participant assumptions. There were no impairments
recognized for any of the periods presented.

Long-Lived and Intangible Assets—Intangible assets represent purchased assets that lack physical substance, but can be
separately distinguished from goodwill because of contractual or other legal rights or because the asset is capable of
being sold or exchanged, either on its own or in combination with a related contract, asset, or liability. Intangible

assets with finite lives consist of trademarks, customer relationships, and a favorable leasehold interest.

Rent and Other Receivables—Receivables consist principally of trade receivables from customers and are generally
unsecured and due within 30 to 120 days. Unbilled receivables arise from services rendered but not yet billed.
Expected credit

losses associated with trade receivables are recorded as an allowance for uncollectible accounts. The allowance for
uncollectible accounts is estimated based upon historic patterns of credit losses for aged receivables as well as specific
provisions for certain identifiable, potentially uncollectible balances. When internal collection efforts on accounts
have been

exhausted, the accounts are written-off and the associated allowance for uncollectible accounts is reduced. The
Company has

receivables with one customer that exceeds 10% of the Company’s outstanding accounts receivable balance at March
31,

2015 and December 31, 2014. In addition, our receivables include $8.7 million of receivables as of March 31, 2015
which has not been billed to the customer. The amount will be billed and payable in 36 monthly payments starting in
April 2015 through March 2018. As of March 31, 2015, receivables were $54.9 million, and the allowance for
uncollectible accounts was $1.0 million. The December 31, 2014 receivables were $61.9 million, and the allowance
for uncollectible accounts was $1.0 million.

Deferred Costs—Deferred costs include both deferred leasing costs and deferred financing costs. Deferred costs are
presented with other assets in the accompanying condensed consolidated balance sheets. Leasing commissions
incurred at the commencement of a new lease are capitalized and amortized over the term of the customer lease.
Amortization of deferred leasing costs is presented with depreciation and amortization in the accompanying
condensed consolidated statements of operations. If a lease terminates prior to the expected term of the lease, the
remaining unamortized cost is written off to amortization expense.

Deferred financing costs include costs incurred in connection with issuance of debt and the Credit Agreement (as
defined below). These financing costs are capitalized and amortized over the term of the debt or Credit Agreement and
are included as a component of interest expense.

Revenue Recognition—Colocation rentals are generally billed monthly in advance, and some contracts have escalating
payments over the term of the contract. If rents escalate without the lessee gaining access to or control over additional
leased space or power, and the lessee takes possession of, or controls the physical use of the property (including all
contractually committed power) at the beginning of the lease term, the rental payments by the lessee are recognized as
revenue on a straight-line basis over the term of the lease. If rents escalate because the lessee gains access to and
control over additional leased space or power, revenue is recognized in proportion to the additional space or power in
the periods that the lessee has control over the use of the additional space or power. The excess of revenue recognized
over amounts contractually due is recognized in other assets in the accompanying condensed consolidated balance
sheets.

Some of our leases are structured on a full-service gross basis in which the customer pays a fixed amount for both
colocation rent and power. Other leases provide that the customer will be billed for power based upon actual usage
which is separately metered. In both cases, this revenue is presented as revenue in the accompanying condensed
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consolidated statements of operations. Power is generally billed one month in arrears, and an estimate of this revenue
is accrued in the month that the associated costs are incurred. We generally are not entitled to reimbursements for real
estate taxes, insurance or other operating expenses.

Revenue is recognized for services or products that are deemed separate units of accounting. When a customer makes
an advance payment, which is not deemed a separate unit of accounting, deferred revenue is recorded. This revenue is
recognized ratably over the expected term of the lease, unless the pattern of service suggests otherwise.

Certain customer leases require specified levels of service or performance. If we fail to meet these service levels, our
customers may be eligible to receive credits on their contractual billings. These credits are recognized against revenue
when an event occurs that gives rise to such credits.

Depreciation and Amortization Expense—Depreciation expense is recognized over the estimated useful lives of real
estate applying the straight-line method. The useful life of leased real estate and leasehold improvements is the lesser
of the
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CyrusOne Inc. and CyrusOne LP
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS - (unaudited)

economic useful life of the asset or the term of the lease, including optional renewal periods if renewal of the lease is
reasonably assured. The residual value of leased real estate is estimated as the lesser of (i) the expected fair value of
the asset at the end of the lease term or (ii) the expected amount of the unamortized liability at the end of the lease
term. Estimated useful lives are periodically reviewed.

Amortization expense is recognized over the estimated useful lives of finite-lived intangibles. An accelerated method
of amortization is utilized to amortize our customer relationship intangible, consistent with the benefit expected to be
derived from this asset. We amortize trademarks, favorable leasehold interests, deferred leasing costs and deferred
sales commissions over their estimated useful lives. The estimated useful life of trademarks and customer
relationships is eight to 15 years. In addition, we have a favorable leasehold interest related to a land lease that is
being amortized over the lease term of 56 years.

Income Taxes—CyrusOne Inc. was included in the Predecessor consolidated tax returns in various jurisdictions for the
Predecessor period. In the accompanying financial statements, the Predecessor period reflects income taxes as if the
Company were a separate stand-alone company. The income tax provision consists of an amount for taxes currently
payable and an amount for tax consequences deferred to future periods. CyrusOne Inc. has elected to be taxed as a
REIT under the Internal Revenue Code of 1986, as amended (the "Code"), commencing with our initial taxable year
ending December 31, 2013. Provided we continue to meet the various qualification tests mandated under the Code, we
are generally not subject to corporate level federal income tax on the earnings distributed currently to our
shareholders. If we fail to qualify as a REIT in any taxable year, our taxable income will be subject to federal income
tax at regular corporate rates and any applicable alternative minimum tax.

While CyrusOne Inc. and the operating partnership do not pay federal income taxes, we are still subject to foreign,
state and local income taxes in the locations in which we conduct business. Our taxable REIT subsidiaries (each a
“TRS”) are also subject to federal and state income taxes to the extent they earn taxable income.

Deferred income taxes are recognized in certain entities. Deferred income taxes are provided for temporary
differences in the bases between financial statement and income tax assets and liabilities. Deferred income taxes are
recalculated annually at rates then in effect. Valuation allowances are recorded to reduce deferred tax assets to
amounts that are more likely than not to be realized. The ultimate realization of the deferred tax assets depends upon
our ability to generate future taxable income during the periods in which basis differences and other deductions
become deductible and prior to the expiration of the net operating loss carryforwards.

The Company and its subsidiaries file income tax returns in the U.S. federal jurisdiction as well as various fo