Edgar Filing: EQUINIX INC - Form 10-Q

EQUINIX INC
Form 10-Q

July 27, 2012
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended June 30, 2012

OR

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

For the transition period from to

Commission File Number 000-31293

EQUINIX, INC.

(Exact name of registrant as specified in its charter)
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Delaware 77-0487526
(State of incorporation) (I.R.S. Employer Identification No.)
One Lagoon Drive, Fourth Floor, Redwood City, California 94065

(Address of principal executive offices, including ZIP code)
(650) 598-6000

(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) Yes x No ~ and
(2) has been subject to such filing requirements for the past 90 days. Yes x No ~

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 during the preceding 12 months (or for such shorter period that
the registrant was required to submit and post such files). Yes x 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 definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer x Accelerated filer

Non-accelerated filer Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ©~ No x

The number of shares outstanding of the registrant s Common Stock as of June 30, 2012 was 48,184,834.
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PART I - FINANCIAL INFORMATION

Item 1.

Condensed Consolidated Financial Statements

EQUINIX, INC.

Condensed Consolidated Balance Sheets

(in thousands)

Assets
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Other current assets

Total current assets

Long-term investments

Property, plant and equipment, net
Goodwill

Intangible assets, net

Other assets

Total assets

Liabilities and Stockholders Equity

Current liabilities:

Accounts payable and accrued expenses

Accrued property, plant and equipment

Current portion of capital lease and other financing obligations
Current portion of loans payable

Current portion of convertible debt

Other current liabilities

Total current liabilities

Capital lease and other financing obligations, less current portion
Loans payable, less current portion

Convertible debt, less current portion

Senior notes

Other liabilities

Total liabilities
Redeemable non-controlling interests (Note 9)

Commitments and contingencies (Note 10)

Stockholders equity:

Table of Contents

June 30, December 31,
2012 2011
(unaudited)
$ 654,096 $ 278,823

115,465 635,721
169,812 139,057
70,219 182,156
1,009,592 1,235,757
53,460 161,801
3,525,839 3,225,912
863,187 866,495
138,199 148,635
134,411 146,724

$ 5,724,688 $ 5,785,324
$ 224,989 $ 229,043
119,703 93,224
12,978 11,542
72,791 87,440
246,315

60,698 57,690
491,159 725,254
464,622 390,269
141,504 168,795
701,578 694,769
1,500,000 1,500,000
282,350 286,424
3,581,213 3,765,511
75,854 67,601
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Common stock 49 48
Additional paid-in capital 2,444,640 2,437,623
Treasury stock (37,166) (86,666)
Accumulated other comprehensive loss (155,777) (143,698)
Accumulated deficit (184,125) (255,095)
Total stockholders equity 2,067,621 1,952,212
Total liabilities, redeemable non-controlling interests and stockholders equity $ 5,724,688 $ 5,785,324

See accompanying notes to condensed consolidated financial statements
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EQUINIX, INC.
Condensed Consolidated Statements of Operations

(in thousands, except per share data)

Revenues

Costs and operating expenses:
Cost of revenues

Sales and marketing

General and administrative
Restructuring charges
Acquisition costs

Total costs and operating expenses

Income from operations

Interest income
Interest expense
Other income (expense)

Income before income taxes

Income tax expense

Net income
Net income attributable to redeemable non-controlling interests

Net income attributable to Equinix.

Earnings per share ( EPS ) attributable to Equinix (Note 2):
Basic EPS

Weighted-average shares
Diluted EPS

Weighted-average shares

Three months ended

Six months ended

June 30, June 30,
2012 2011 2012 2011
(unaudited)

$ 466,264 $ 394,900 $ 918,464 $ 757,929

233,192 215,572 458,271 410,148

47,764 37,063 94,335 70,699

80,723 65,681 159,148 128,282

103 599

1,919 1,615 2,946 2,030

363,598 320,034 714,700 611,758

102,666 74,866 203,764 146,171

963 632 1,654 847
(46,787) (37,677) (99,605) (75,038)

(1,844) 1,021 (1,998) 3,132

54,998 38,842 103,815 75,112
(17,358) (8,109) (31,364) (19,234)

37,640 30,733 72,451 55,878
(1,193) 3) (1,481) 3

$ 36,447 $ 30,730 $ 70,970 $ 55,875

$ 0.76 $ 0.65 $ 1.49 $ 1.20

48,016 46,924 47,485 46,688

$ 0.73 $ 0.64 $ 1.44 $ 1.18

52,351 50,664 51,633 50,454

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

Condensed Consolidated Statements of Comprehensive Income (Loss)

Net income

Other comprehensive income (loss), net of tax:

Foreign currency translation gain (loss)
Unrealized loss on available for sale securities

Other comprehensive income (loss), net of tax

Comprehensive income (loss), net of tax

Net income attributable to redeemable non-controlling interests
Other comprehensive (income) loss attributable to redeemable non-controlling interests

Comprehensive income (loss) attributable to Equinix

(in thousands)

Three months ended Six months ended
June 30, June 30,
2012 2011 2012 2011
(unaudited)

$ 37,640 $30,733 $ 72451 $ 55,878

(49,207) 20,749 (14,895) 71,432
(a77) ®) 99) (26)

(49,384) 20,744 (14,994) 71,406

(11,744) 51,477 57,457 127,284
(1,193) 3) (1,481) (©)
3,974 (1,067) 2,915 (1,067)

$ (8,963) $50,407 $ 58,891 $ 126,214

See accompanying notes to condensed consolidated financial statements
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EQUINIX, INC.
Condensed Consolidated Statements of Cash Flows

(in thousands)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation

Stock-based compensation

Restructuring charges

Amortization of debt issuance costs and debt discounts

Amortization of intangible assets

Provision for allowance for doubtful accounts

Accretion of asset retirement obligation and accrued restructuring charges
Other items

Changes in operating assets and liabilities:

Accounts receivable

Other assets

Accounts payable and accrued expenses

Other liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchases of investments

Sales of investments

Maturities of investments

Purchases of property, plant and equipment
Purchase of real estate

Purchase of ALOG, net of cash acquired
Increase in restricted cash

Release of restricted cash

Other investing activities, net

Net cash provided by (used in) investing activities

Cash flows from financing activities:

Purchases of treasury stock

Proceeds from employee equity awards

Proceeds from loans payable

Repayment of capital lease and other financing obligations
Repayment of mortgage and loans payable

Repayment of convertible debt

Debt issuance costs

Net cash provided by (used in) financing activities

Effect of foreign currency exchange rates on cash and cash equivalents

Table of Contents

Six months ended June 30,

2012 2011
(unaudited)
$ 72451 $ 55,878
178,615 154,393
39,652 33,853
599
13,009 15,609
9,751 9,164
2,446 2,231
2,370 2,264
1,525 2,536
(34,541) (16,310)
31,747 (2,693)
1,807 (9,524)
1,943 10,118
320,775 258,118
(165,818) (275,364)
274,211 81,963
517,594 222,195
(341,974) (363,990)
(23,993)
(41,954)
(51) (95,932)
79,351 944
5
363,313 (426,126)
(13,364)
36,473 24,597
8,909 77,917
(5,858) (4,323)
(77,299) (10,102)
(250,007)
(7,520) (125)
(308,666) 87,964
(149) 5,075
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Net increase (decrease) in cash and cash equivalents 375,273 (144.,969)
Cash and cash equivalents at beginning of period 278,823 442,841
Cash and cash equivalents at end of period $ 654,096 $ 297,872

Supplemental cash flow information:
Cash paid for taxes $ 6,765 $ 6,825

Cash paid for interest $ 92,301 $ 60,462

See accompanying notes to condensed consolidated financial statements
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of Presentation and Significant Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared by Equinix, Inc. ( Equinix or the Company ) and
reflect all adjustments, consisting only of normal recurring adjustments, which in the opinion of management are necessary to fairly state the
financial position and the results of operations for the interim periods presented. The condensed consolidated balance sheet data at December 31,
2011 has been derived from audited consolidated financial statements at that date. The condensed consolidated financial statements have been
prepared in accordance with the regulations of the Securities and Exchange Commission ( SEC ), but omit certain information and footnote
disclosures necessary to present the statements in accordance with generally accepted accounting principles in the United States of America. For
further information, refer to the Consolidated Financial Statements and Notes thereto included in Equinix s Form 10-K as filed with the SEC on
February 24, 2012. Results for the interim periods are not necessarily indicative of results for the entire fiscal year.

Consolidation

The accompanying unaudited condensed consolidated financial statements include the accounts of Equinix and its subsidiaries, including the
operations of ALOG Data Centers do Brasil S.A. and its subsidiaries ( ALOG ) from April 25, 2011. All significant intercompany accounts and
transactions have been eliminated in consolidation.

Income Taxes
The Company s effective tax rates were 30.2% and 25.6% for the six months ended June 30, 2012 and 2011, respectively.
Recent Accounting Pronouncements

In May 2011, the Financial Accounting Standards Board ( FASB ) issued Accounting Standards Update ( ASU ) 2011-04, Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and International Financial Reporting Standards ( IFRS ), which
amends ASC 820, Fair Value Measurement. ASU 2011-04 does not extend the use of fair value, but provides guidance on how it should be

applied where its use is already required or permitted by other standards within U.S. GAAP or IFRS. ASU 2011-04 changes the wording used to
describe many requirements in U.S. GAAP for measuring fair value and for disclosing information about fair value measurements. Additionally,

ASU 2011-04 clarifies the FASB s intent about the application of existing fair value measurements. ASU 2011-04 is effective for interim and

annual periods beginning after December 15, 2011 and is applied prospectively. During the three months ended March 31, 2012, the Company
adopted ASU 2011-04 and the adoption did not have a material impact to its consolidated financial statements.

In June 2011, the FASB issued ASU 2011-05, Presentation of Comprehensive Income. This ASU is intended to increase the prominence of other
comprehensive income in financial statements by presenting the components of net income and other comprehensive income in one continuous
statement, referred to as the statement of comprehensive income, or in two separate, but consecutive statements. The new guidance eliminated
the option to report other comprehensive income and its components in the statement of changes in stockholders equity. This new guidance is
effective for fiscal years and interim periods beginning after December 15, 2011. While the new guidance changes the presentation of
comprehensive income, there are no changes to the components that are recognized in net income or other comprehensive income under current
accounting guidance. During the three months ended March 31, 2012, the Company adopted ASU 2011-05 and the adoption did not have a
material impact to its consolidated financial statements other than the addition of the condensed consolidated statements of comprehensive
income.

Table of Contents 10



Edgar Filing: EQUINIX INC - Form 10-Q

Table of Conten
EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

In December 2011, the FASB issued ASU 2011-12, Deferral of the Effective Date for Amendments to the Presentation of Reclassifications of
Items Out of Accumulated Other Comprehensive Income in ASU 2011-05. This ASU defers the requirement that companies present
reclassification adjustments for each component of accumulated other comprehensive income in both net income and other comprehensive
income on the face of the financial statements. This new guidance is effective for fiscal years and interim periods beginning after December 15,
2011. During the three months ended March 31, 2012, the Company adopted ASU 2011-12 and the adoption did not have a material impact to
its consolidated financial statements.

In December 2011, the FASB issued ASU 2011-11, Disclosures about Offsetting Assets and Liabilities. This ASU requires companies to
disclose both gross information and net information about instruments and transactions eligible for offset in the statement of financial position
and instruments and transactions subject to an agreement similar to a master netting arrangement. This new guidance is effective for interim and
annual periods beginning on or after January 1, 2013 and retrospective disclosure is required for all comparative periods presented. The
Company is currently evaluating the impact that the adoption of this standard will have to its consolidated financial statements, if any.

2. Earnings Per Share

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

Three months ended Six months ended
June 30, June 30,

2012 2011 2012 2011
Net income $ 37,640 $30,733 $ 72,451 $ 55,878
Net income attributable to redeemable non-controlling interests (1,193) 3) (1,481) 3)
Net income attributable to Equinix, basic 36,447 30,730 70,970 55,875
Effect of assumed conversion of convertible debt:
Interest expense, net of tax 1,678 1,746 3,377 3,485
Net income attributable to Equinix, diluted $ 38,125 $32,476 $ 74,347 $ 59,360
Weighted-average shares used to compute basic EPS 48,016 46,924 47,485 46,688
Effect of dilutive securities:
Convertible debt 3,185 2,945 2,945 2,945
Employee equity awards 1,150 795 1,203 821
Weighted-average shares used to compute diluted EPS 52,351 50,664 51,633 50,454
EPS attributable to Equinix:
Basic $ 076 $ 065 $ 149 $ 1.20
Diluted $ 073 $ 0.64 $ 144 $ 1.18

Table of Contents 11
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The following table sets forth weighted-average outstanding potential shares of common stock that are not included in the diluted earnings per
share calculation above because to do so would be anti-dilutive for the periods indicated (in thousands):

Three months ended Six months ended
June 30, June 30,
2012 2011 2012 2011
Shares reserved for conversion of 2.50% convertible subordinated notes 368 2,232 1,300 2,232
Shares reserved for conversion of 4.75% convertible subordinated notes 4,433 4,433 4,433 4,433
Common stock related to employee equity awards 137 644 100 646

4,938 7,309 5,833 7,311
3. Balance Sheet Components
Cash, Cash Equivalents and Short-Term and Long-Term Investments

Cash, cash equivalents and short-term and long-term investments consisted of the following as of (in thousands):

June 30, December 31,
2012 2011

Cash and cash equivalents:
Cash $ 636,708 $ 74,101
Cash equivalents:
Money markets 17,388 198,931
Certificates of deposit 4,500
Commercial paper 1,000
Corporate bonds 291
Total cash and cash equivalents 654,096 278,823
Marketable securities:
U.S. government securities 82,147 573,277
U.S. government agencies securities 54,586 129,235
Corporate bonds 18,075 64,308
Certificates of deposit 12,882 24,472
Commercial paper 995
Asset-backed securities 240 947
Foreign government securities 5,283
Total marketable securities 168,925 797,522
Total cash, cash equivalents and short-term and long-term investments $ 823,021 $ 1,076,345

Table of Contents 12
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The following table summarizes the fair value and gross unrealized gains and losses related to the Company s short-term and long-term
investments in marketable securities designated as available-for-sale securities as of (in thousands):

June 30, 2012

Gross Gross
Amortized unrealized unrealized

cost gains losses Fair value
U.S. government securities $ 82,225 $ 12 $ (90) $ 82,147
U.S. government agencies securities 54,585 43 42) 54,586
Corporate bonds 18,057 21 3) 18,075
Certificates of deposit 12,890 1 ) 12,882
Commercial paper 995 995
Asset-backed securities 233 7 240
Total $ 168,985 $ 84 $ (144 $ 168,925

December 31, 2011

Gross Gross
Amortized unrealized unrealized

cost gains losses Fair value
U.S. government securities $ 573,232 $ 91 $ (46) $ 573,277
U.S. government agencies securities 129,159 104 (28) 129,235
Corporate bonds 64,364 51 (107) 64,308
Certificates of deposit 24471 3 2) 24,472
Foreign government securities 5,295 12) 5,283
Asset-backed securities 890 57 947
Total $797.411 $ 306 $ (195 $797,522

As of June 30, 2012 and December 31, 2011, cash equivalents included investments which were readily convertible to cash and had original
maturity dates of 90 days or less. The maturities of securities classified as short-term investments were one year or less as of June 30, 2012 and
December 31, 2011. The maturities of securities classified as long-term investments were greater than one year and less than three years as of
June 30, 2012 and December 31, 2011.

While certain marketable securities carry unrealized losses, the Company expects that it will receive both principal and interest according to the
stated terms of each of the securities and that the decline in market value is primarily due to changes in the interest rate environment from the
time the securities were purchased as compared to interest rates at June 30, 2012.

10
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The following table summarizes the fair value and gross unrealized losses related to 54 available-for-sale securities with an aggregate cost basis
of $88,593,000 aggregated by type of investment and length of time that individual securities have been in a continuous unrealized loss position,

as of June 30, 2012 (in thousands):

Securities in a loss
position for less than 12

months
Gross
unrealized

Fair value losses
U.S. government securities $ 66,677 $ (90)
U.S. government agencies securities 15,929 (42)
Corporate bonds 4,400 3)
Certificates of deposit 1,443 (&)
$ 88,449 $ (144

As of June 30, 2012, the Company did not have any securities in a loss position for 12 months or more. While the Company does not believe it
holds investments that are other-than-temporarily impaired and believes that the Company s investments will mature at par as of June 30, 2012,
the Company s investments are subject to the currently adverse market conditions. If market conditions were to deteriorate, the Company could
sustain other-than-temporary impairments to its investment portfolio which could result in realized losses being recorded in interest income, net,
or securities markets could become inactive which could affect the liquidity of the Company s investments.

Accounts Receivable

Accounts receivables, net, consisted of the following as of (in thousands):

June 30, December 31,
2012 2011
Accounts receivable $ 287,450 $ 250,211
Unearned revenue (113,419) (106,519)
Allowance for doubtful accounts (4,219) (4,635)
$ 169,812 $ 139,057

Trade accounts receivable are recorded at the invoiced amount and generally do not bear interest. The Company generally invoices its customers
at the end of a calendar month for services to be provided the following month. Accordingly, unearned revenue consists of pre-billing for
services that have not yet been provided, but which have been billed to customers in advance in accordance with the terms of their contract.

11
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EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Other Current Assets

Other current assets consisted of the following as of (in thousands):

Deferred tax assets, net
Prepaid expenses
Restricted cash, current
Taxes receivable

Other receivables
Other current assets

Property, Plant and Equipment

Property, plant and equipment consisted of the following as of (in thousands):

IBX plant and machinery
Leasehold improvements
Buildings

IBX equipment

Site improvements

Computer equipment and software
Land

Furniture and fixtures
Construction in progress

Less accumulated depreciation

June 30,
2012

$ 28,026
17,008
10,812

9,055
1,061
4,257

$70,219

June 30,

2012
$ 1,880,085
976,761
584,530
381,106
307,599
156,924
94,728
18,386
611,299

5,011,418
(1,485,579)

$ 3,525,839

(Continued)

December 31,
2011

$ 42,743
19,441
88,279
24,313

2,999
4,381

$ 182,156

December 31,
2011

$ 1,833,834
958,391
509,359
368,530
305,169
138,147

91,314
18,144
330,780

4,553,668
(1,327,756)

$ 3,225912

Leasehold improvements, IBX plant and machinery, computer equipment and software and buildings recorded under capital leases aggregated

$187,885,000 and $132,245,000 as of June 30, 2012 and December 31, 2011, respectively. Amortization on the assets recorded under capital

leases is included in depreciation expense and accumulated depreciation on such assets totaled $38,084,000 and $33,790,000 as of June 30, 2012

and December 31, 2011, respectively.

Table of Contents

12

16



Edgar Filing: EQUINIX INC - Form 10-Q

Table of Conten
EQUINIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Goodwill and Intangible Assets

Goodwill and intangible assets, net, consisted of the following as of (in thousands):

June 30, December 31,
2012 2011
Goodwill:
Americas $492.480 $ 499455
EMEA 350,216 347,018
Asia-Pacific 20,491 20,022
$ 863,187 $ 866,495
Intangible assets:
Intangible asset customer contracts $ 170,571 $ 171,230
Intangible asset favorable leases 18,339 18,315
Intangible asset others 5,107 5,245
194,017 194,790
Accumulated amortization (55,818) (46,155)
$ 138,199 $ 148,635

The Company s goodwill and intangible assets in EMEA, denominated in British pounds and Euros, goodwill in Asia-Pacific, denominated in
Singapore dollars, and certain goodwill and intangibles in Americas, denominated in Canadian dollars and Brazilian reais, are subject to foreign
currency fluctuations. The Company s foreign currency translation gains and losses, including goodwill and intangibles, are a component of other
comprehensive income and loss. During the six months ended June 30, 2012, changes in the carrying amount of goodwill and the gross book
value of intangible assets were primarily due to foreign currency fluctuations.

For the three and six months ended June 30, 2012, the Company recorded amortization expense of $4,822,000 and $9,751,000, respectively,
associated with its intangible assets. For the three and six months ended June 30, 2011, the Company recorded amortization expense of
$4,891,000 and $9,164,000, respectively, associated with its intangible assets. The Company s estimated future amortization expense related to
these intangibles is as follows (in thousands):

Year ending:

2012 (six months remaining) $ 9,632
2013 19,217
2014 18,857
2015 18,392
2016 17,850
Thereafter 54,251
Total $ 138,199

Table of Contents 17
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

EQUINIX, INC.

Other assets consisted of the following (in thousands):

Accounts Payable and Accrued Expenses

Accounts payable and accrued expenses consisted of the following (in thousands):

Debt issuance costs, net

Prepaid expenses, non-current

Deposits

Deferred tax assets, net
Restricted cash, non-current
Other assets, non-current

Accounts payable

Accrued compensation and benefits

Accrued interest

Accrued taxes

Accrued utilities and security

Accrued professional fees

Accrued repairs and maintenance

Accrued other

Other Current Liabilities

Other current liabilities consisted of the following (in thousands):

Deferred installation revenue
Customer deposits
Deferred recurring revenue

Accrued restructuring charges

Deferred rent

Table of Contents

June 30,
2012
$ 44,791

41,196
20,816
16,579
3,240
7,789

$ 134,411

June 30,
2012
$ 27,517
60,998
48,474
45,102
20,288
5,293
2,978
14,339

$ 224,989

June 30,
2012
$37,895

12,930
5,111
2,382

1,624

(Continued)

December 31,
2011

$ 41,320
54,118
24,304
16,980

4,382
5,620

$ 146,724

December 31,
2011

$ 23,268
66,330
50,916
43,539
21,456

4,783
3,458
15,293

$ 229,043

December 31,
2011

$ 35,700
13,669
2918
2,565
1,582

19



Deferred tax liabilities, net
Asset retirement obligations
Other current liabilities
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92
270

$ 60,698
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$

394
344
518

57,690
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Other Liabilities

Other liabilities consisted of the following (in thousands):

June 30, December 31,
2012 2011

Deferred tax liabilities, net $117,459 $ 117,995
Asset retirement obligations, non-current 60,376 56,243
Deferred rent, non-current 45,734 48,372
Deferred installation revenue, non-current 25,877 24,281
Accrued taxes, non-current 18,853 22,226
Accrued restructuring charges, non-current 4,294 5,255
Deferred recurring revenue, non-current 4,091 5,472
Customer deposits, non-current 3,171 4,209
Other liabilities 2,495 2,371
$ 282,350 $ 286,424

The Company currently leases the majority of its IBX data centers and certain equipment under non-cancelable operating lease agreements
expiring through 2035. The IBX data center lease agreements typically provide for base rental rates that increase at defined intervals during the
term of the lease. In addition, the Company has negotiated some rent expense abatement periods for certain leases to better match the phased
build-out of its centers. The Company accounts for such abatements and increasing base rentals using the straight-line method over the life of the
lease. The difference between the straight-line expense and the cash payment is recorded as deferred rent.

4. Derivatives
Other Derivatives not Designated as Hedging

The Company uses foreign currency forward contracts to manage the foreign exchange risk associated with certain foreign
currency-denominated assets and liabilities. As a result of foreign currency fluctuations, the U.S. dollar equivalent values of the foreign
currency-denominated assets and liabilities change. Foreign currency forward contracts represent agreements to exchange the currency of one
country for the currency of another country at an agreed-upon price on an agreed-upon settlement date.

The Company has not designated the foreign currency forward contracts as hedging instruments under the accounting standard for derivatives
and hedging. Gains and losses on these contracts are included in other income (expense), net, along with those foreign currency gains and losses
of the related foreign currency-denominated assets and liabilities associated with these foreign currency forward contracts. The Company
entered into various foreign currency forward contracts during the three and six months ended June 30, 2012 and 2011.

The following table sets forth the Company s net gain (loss), which is reflected in other income (expense) on the accompanying condensed
consolidated statement of operations, in connection with its foreign currency forward contracts (in thousands):

Three months ended Six months ended
June 30, June 30,
2012 2011 2012 2011
Net gain (loss) $(1,219) $2,032 $(1,411) $1,234
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5. Fair Value Measurements

The Company s financial assets and liabilities measured at fair value on a recurring basis as of June 30, 2012 were as follows (in thousands):

Fair value Fair value measurement using
at
June 30,
2012 Level 1 Level 2 Level 3
Assets:
Cash $ 636,708 $ 636,708 $ $
U.S. government securities 82,147 82,147
U.S. government agency securities 54,586 54,586
Corporate bonds 18,075 18,075
Money market and deposit accounts 17,388 17,388
Certificates of deposit 12,882 12,882
Commercial paper 995 995
Asset-backed securities 240 240
Foreign currency forward contracts (1) 51 51

$ 823,072 $654,096 $168976 $

(1) Amounts are included within other current assets in the Company s accompanying condensed consolidated balance sheet.
Valuation Methods

Fair value estimates are made as of a specific point in time based on estimates using present value or other valuation techniques. These
techniques involve uncertainties and are affected by the assumptions used and the judgments made regarding risk characteristics of various
financial instruments, discount rates, estimates of future cash flows, future expected loss experience and other factors.

Cash, Cash Equivalents and Investments. The fair value of the Company s investments in money market funds approximates their face value.
Such instruments are included in cash equivalents. The Company s money market funds are classified within Level 1 of the fair value hierarchy
because they are valued using quoted prices for identical instruments in active markets. The fair value of the Company s other investments
approximate their face value. These investments include certificates of deposit and available-for-sale debt investments related to the Company s
investments in the securities of other public companies, governmental units and other agencies. The fair value of these investments is based on
the quoted market price of the underlying shares. Such instruments are classified within Level 2 of the fair value hierarchy. The Company
obtains the fair values of its Level 2 investments based upon fair values obtained from its custody bank and third-party valuation services. The
custody bank and third-party valuation services independently use professional pricing services to gather pricing data which may include quoted
market prices for identical or comparable instruments, or inputs other than quoted prices that are observable either directly or indirectly. The
Company is ultimately responsible for its consolidated financial statements and underlying estimates.

The Company determined that the major security types held as of June 30, 2012 were primarily cash and money market funds, U.S. government
and agency securities, corporate bonds, certificate of deposits, commercial paper and asset-backed securities. The Company uses the specific
identification method in computing realized gains or losses. Short-term and long-term investments are classified as available-for-
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sale and are carried at fair value with unrealized gains and losses reported in stockholders equity as a component of other comprehensive income
or loss, net of any related tax effect. The Company reviews its investment portfolio quarterly to determine if any securities may be
other-than-temporarily impaired due to increased credit risk, changes in industry or sector of a certain instrument or ratings downgrades over an
extended period of time.

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

During the six months ended June 30, 2012, the Company did not have any nonfinancial assets or liabilities measured at fair value on a recurring
basis.

6. Related Party Transactions

The Company has several significant stockholders and other related parties that are also customers and/or vendors. The Company s activity of
related party transactions was as follows (in thousands):

Three months ended Six months ended
June 30, June 30,
2012 2011 2012 2011
Revenues $10,189 $ 6,969 $14,932 $12,780
Costs and services 692 1,406 1,027 1,794
As of June 30,
2012 2011
Accounts receivable $ 6,559 $5,330
Accounts payable 296 479

In connection with the acquisition of ALOG, the Company acquired a lease for one of the Brazilian IBX data centers in which the lessor is a
member of ALOG management. This lease contains an option to purchase the underlying property for fair market value on the date of
purchase. The Company accounts for this lease as a financing obligation as a result of structural building work pursuant to the accounting
standard for lessee s involvement in asset construction. As of June 30, 2012, the Company had a financing obligation liability totaling
approximately $4,323,000 related to this lease on its condensed consolidated balance sheet. This amount is considered a related party liability,
which is not reflected in the related party data presented above.

17
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7. Leases

Dallas IBX Leases

EQUINIX, INC.

(Continued)

In May 2012, the Company entered into a lease amendment for additional IBX space in one of its IBX data centers in the Dallas metro area. The
original leases associated with this space were accounted for as operating leases (the Dallas IBX Leases ). As a result of the amendment, the
Dallas IBX Leases are accounted for as capital leases. Monthly payments under the Dallas IBX Leases will be made through December 2029 at
an effective interest rate of 7.21%. The total cumulative rent obligation under the Dallas IBX Leases is approximately $105,595,000. The
Company recorded a building asset totaling approximately $53,117,000, net of previously recorded deferred rent of approximately $4,472,000,
and a corresponding capital lease obligation liability totaling approximately $57,530,000 as of June 30, 2012 associated with the Dallas IBX

Leases.

Capital Lease and Other Financing Obligations

The Company s capital lease and other financing obligations are summarized as follows (dollars in thousands):

Other
Capital lease financing
obligations obligations Total
2012 (six months remaining) $ 11,949 $ 10,845 $ 22,794
2013 23,957 23,816 47,773
2014 24,695 27,057 51,752
2015 25,239 29,794 55,033
2016 24,413 30,906 55,319
Thereafter 216,530 252,588 469,118
Total minimum lease payments 326,783 375,006 701,789
Plus amount representing residual property value 210,895 210,895
Less amount representing interest (131,985) (303,099) (435,084)
Present value of net minimum lease payments 194,798 282,802 477,600
Less current portion (9,019) (3,959) (12,978)
$ 185,779 $ 278,843 $ 464,622
8. Debt Facilities
Loans Payable
The Company s loans payable consisted of the following (in thousands):
June 30, December 31,
2012 2011
Asia-Pacific financing $ 184,824 $ 193,843
Paris 4 IBX financing 14,925 52,104
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ALOG loans payable 14,546 10,288
214,295 256,235
Less current portion (72,791) (87,440)
$ 141,504 $ 168,795

U.S. Financing

In June 2012, the Company entered into a credit agreement with a group of lenders for a $750,000,000 credit facility (the U.S. Financing ),
comprised of a $200,000,000 term loan facility (the U.S. Term Loan )
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and a $550,000,000 multicurrency revolving credit facility (the U.S. Revolving Credit Line ). The U.S. Financing contains several financial
covenants with which the Company must comply on a quarterly basis, including a maximum senior leverage ratio covenant, a minimum fixed
charge coverage ratio covenant and a minimum tangible net worth covenant. The U.S. Financing is guaranteed by certain of the Company s
domestic subsidiaries and is secured by the Company s and guarantors accounts receivable as well as pledges of the equity interests of certain of
the Company s direct and indirect subsidiaries. The U.S. Term Loan and U.S. Revolving Credit Line both have a five-year term, subject to the
satisfaction of certain conditions with respect to the Company s outstanding convertible subordinated notes. The Company is required to repay
the principal balance of the U.S. Term Loan in equal quarterly installments over the term. The U.S. Term Loan bears interest at a rate based on
LIBOR or, at the option of the Company, the Base Rate (defined as the highest of (a) the Federal Funds Rate plus 1/2 of 1%, (b) the Bank of
America prime rate and (c) one-month LIBOR plus 1.00%) plus, in either case, a margin that varies as a function of the Company s senior
leverage ratio in the range of 1.25%-2.00% per annum if the Company elects to use the LIBOR index and in the range of 0.25%-1.00% per
annum if the Company elects to use the Base Rate index. As of June 30, 2012, the Company had not borrowed any of the U.S. Term Loan. In
July 2012, the Company borrowed the full amount of the U.S. Term Loan and used the funds to prepay the outstanding balance of and terminate
the Asia-Pacific Financing (see below). The U.S. Revolving Credit Line allows the Company to borrow, repay and reborrow over the term. The
U.S. Revolving Credit Line provides a sublimit for the issuance of letters of credit of up to $150,000,000 at any one time. The Company may use
the U.S. Revolving Credit Line for working capital, capital expenditures, issuance of letters of credit, and other general corporate purposes.
Borrowings under the U.S. Revolving Credit Line bear interest at a rate based on LIBOR or, at the option of the Company, the Base Rate
(defined above) plus, in either case, a margin that varies as a function of the Company s senior leverage ratio in the range of 0.95%-1.60% per
annum if the Company elects to use the LIBOR index and in the range of 0.00%-0.60% per annum if the Company elects to use the Base Rate
index. The Company is required to pay a quarterly letter of credit fee on the face amount of each letter of credit, which fee is based on the same
margin that applies from time to time to LIBOR-indexed borrowings under the U.S. Revolving Credit Line. The Company is also required to pay
a quarterly facility fee ranging from 0.30%-0.40% per annum of the U.S. Revolving Credit Line (regardless of the amount utilized), which fee
also varies as a function of the Company s senior leverage ratio. In June 2012, the outstanding letters of credit issued under the Senior Revolving
Credit Line (see below) were assumed under the U.S. Revolving Credit Line and the Senior Revolving Credit Line was terminated. As of

June 30, 2012, the Company had 13 irrevocable letters of credit totaling $21,449,000 issued and outstanding under the U.S. Revolving Credit
Line. As a result, the amount available to the Company to borrow under the U.S. Revolving Credit Line was $528,551,000 as of June 30, 2012.
As of June 30, 2012, the Company was in compliance with all covenants of the U.S. Financing.

Asia-Pacific Financing

In May 2010, five wholly-owned subsidiaries of the Company, located in Australia, Hong Kong, Japan and Singapore, completed a
multi-currency credit facility agreement for approximately $223,636,000 (the Asia-Pacific Financing ), comprising 79,153,000 Australian
dollars, 370,433,000 Hong Kong dollars, 99,434,000 Singapore dollars and 1,513,400,000 Japanese yen. The Asia-Pacific Financing had a
five-year term with semi-annual principal payments and quarterly debt service and consisted of two tranches: (i) Tranche A totaling
approximately $90,810,000 was available for immediate drawing upon satisfaction of certain conditions precedent and (ii) Tranche B totaling
approximately $132,826,000 was available for drawing in Australian, Hong Kong and Singapore dollars only for up to 24 months following the
effective date of the Asia-Pacific Financing. The Asia Pacific Financing bore an interest rate of 3.50% above the local borrowing rates for the
first 12 months and interest rates between 2.50%-3.50% above the local borrowing rates thereafter, depending on the leverage ratio within these
five subsidiaries of the Company. The Asia-Pacific Financing contained four financial covenants, which the Company and its five subsidiaries
had to comply with quarterly, consisting of two leverage ratios, an interest coverage ratio and a debt service ratio. The Asia-Pacific Financing
was guaranteed by the parent, Equinix, Inc., and was secured by most of the Company s five subsidiaries assets and share pledges. As of
December 31, 2011, the Company s five subsidiaries had fully utilized Tranche A and Tranche B under the Asia-Pacific Financing. The loans
payable under the Asia-Pacific Financing had a final maturity date of March 2015. As of June 30, 2012, the Company and its five subsidiaries
were in compliance with all financial covenants in connection with the
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Asia-Pacific Financing. As of June 30, 2012, the blended interest rate under the Asia-Pacific Financing was approximately 4.52% per annum. In
July 2012, the Company fully repaid and terminated the Asia-Pacific Financing (see Note 14).

Paris 4 IBX Financing

During the six months ended June 30, 2012, construction activity increased the Paris 4 IBX financing liability by $26,856,000 and the Company
made payments of approximately $78,215,000 from the restricted cash account under the Paris 4 IBX financing. As a result, the Paris 4 IBX
financing liability and the Company s current restricted cash balance have decreased (refer to Other Current Assets in Note 3).

ALOG Financing

In June 2012, ALOG completed a 100,000,000 Brazilian real credit facility agreement, or approximately $49,633,000 (the ALOG Financing ).
The ALOG Financing has a five-year term with semi-annual principal payments beginning in the third year of its term and quarterly interest
payments during the entire term. The ALOG Financing bears an interest rate of 2.75% above the local borrowing rate. The ALOG Financing
contains financial covenants, which ALOG must comply with annually, consisting of a leverage ratio and a fixed charge coverage ratio. The
ALOG Financing is not guaranteed by ALOG or the Company. The ALOG Financing is not secured by ALOG s or the Company s assets. The
ALOG Financing has a final maturity date of June 2017. In July 2012, ALOG fully utilized the ALOG Financing and intends to use the funds to
prepay and terminate ALOG s loans payable outstanding as of June 30, 2012.

Senior Revolving Credit Line

In September 2011, the Company entered into a $150,000,000 senior unsecured revolving credit facility (the Senior Revolving Credit Line ) with
a group of lenders (the Lenders ). The Company was able to use the Senior Revolving Credit Line for working capital, capital expenditures,
issuance of letters of credit, general corporate purposes and to refinance a portion of the Company s existing debt obligations. The Senior
Revolving Credit Line had a five-year term and allowed the Company to borrow, repay and re-borrow over the term. The Senior Revolving
Credit Line provided a sublimit for the issuance of letters of credit of up to $100,000,000 and a sublimit for swing line borrowings of up to
$25,000,000. Borrowings under the Senior Revolving Credit Line carried an interest rate of US$ LIBOR plus an applicable margin ranging from
1.25% - 1.75% per annum, which varied as a function of the Company s senior leverage ratio. The Company was also subject to a quarterly
non-utilization fee ranging from 0.30% - 0.40% per annum, the pricing of which would also vary as a function of the Company s senior leverage
ratio. Additionally, the Company was able to increase the size of the Senior Revolving Credit Line at its election by up to $100,000,000, subject
to approval by the Lenders and based on current market conditions. The Senior Revolving Credit Line contained several financial covenants,
which the Company had to comply with quarterly, including a leverage ratio, fixed charge coverage ratio and a minimum net worth covenant. In
June 2012, the Senior Revolving Credit Line was replaced by the U.S. Revolving Credit Line under the U.S. Financing (see above). As a result,
issued and outstanding letters of credit were all transferred into the U.S. Revolving Credit Line and the Senior Revolving Credit Line was
terminated.
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Convertible Debt

The Company s convertible debt consisted of the following (in thousands):

June 30, December 31,
2012 2011

3.00% Convertible Subordinated Notes $ 395,986 $ 395,986
4.75% Convertible Subordinated Notes 373,749 373,750
2.50% Convertible Subordinated Notes 250,000
769,735 1,019,736
Less amount representing debt discount (68,157) (78,652)
701,578 941,084
Less current portion (246,315)
$ 701,578 $ 694,769

2.50% Convertible Subordinated Notes

In March 2007, the Company issued $250,000,000 aggregate principal amount of 2.50% Convertible Subordinated Notes due April 15, 2012
(the 2.50% Convertible Subordinated Notes ). Holders of the 2.50% Convertib