
Notes to the Consolidated Financial Report
30 June 2019
(continued)

3 Revenue and other income (continued)
(b) Revenue recognition

AASB 15 establishes principles for reporting the nature, amount, timing, and uncertainty of revenue and cash
flows arising from an entity’s contracts with customers and requires application of a five-step process to identify
the contract with the customer, identify performance obligations in the contract, determine transaction price,
allocate the transaction price to the performance obligations and recognise revenue when performance
obligations are satisfied.

Revenue is recognised for the major business activities as follows:

(i) Data centre services
Data centre services revenue primarily consists of recurring monthly service fees and upfront project fees.

Revenue from the provision of recurring monthly service fees is recognised in the accounting period in which the
services are rendered. Project fees are primarily comprised of installation services relating to a customer's initial
deployment. As this is not considered to be a distinct service, revenue is deferred and recognised over the term
of the contract with the customer, taking into account renewal options that are held by the customer. Upfront
discounts provided to customers are contract assets that are amortised over the expected contract life - refer to
Note 6(b).

The Group applies the practical expedient in the revenue standard and does not disclose information about the
transaction price allocated to remaining performance obligations on contracts that are unsatisfied, as the Group
has the right to consideration from its customers in an amount that corresponds directly with the value to the
customer of the Group’s services to date. This is applied to all its data centre services revenue, on the basis that
the upfront project fees are not a significant portion of each contract.

(ii) Interest income
Interest income is calculated by applying the effective interest rate to the gross carrying amount of a financial
asset, except for financial assets that subsequently become credit-impaired. For credit-impaired financial assets,
the effective interest rate is applied to the net carrying amount of the financial asset (after deduction of the loss
allowance).

(iii) Distributions from investments
Distributions from investments are recognised as revenue when the right to receive payment is established.

The following disclosures relate to 30 June 2018 balances:

Revenue is measured at the fair value of the consideration received or receivable.

The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the activities as described
below. The Group bases its estimates on historical results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

Revenue is recognised for the major business activities as follows:

(iv) Data centre services
Revenue is recognised only when the service has been provided, the amount of revenue can be measured
reliably and it is probable that the economic benefits associated with the transaction will flow to the Group.
Upfront discounts provided to customers are amortised over the contract term.

(v) Interest income
Interest income is recognised using the effective interest method. When a receivable is impaired, the Group
reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted at the
original effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest
income on impaired loans is recognised using the original effective interest rate.
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Notes to the Consolidated Financial Report
30 June 2019
(continued)

3 Revenue and other income (continued)
(b) Revenue recognition (continued)

(vi) Distributions from investments
Distributions from investments are recognised as revenue when the right to receive payment is established.

4 Expenses
The Group has identified a number of significant expense items below that impacted financial performance for the
year:

Note

30 June
2019
$'000

30 June
2018
$'000

EXPENSE
Finance costs 4(a) (54,897) (25,803)
Data centre rent paid to APDC (included in Data centre facility costs) 4(b) - (13,785)
APDC transaction costs (included in Professional fees) 4(c) (5,459) -
Landholder duty on acquisition of APDC properties (included in Office and
administrative expenses) 4(c) (3,498) -

(a) Finance costs

Included in finance costs are costs related to unsecured notes on issue and interest expense on lease liabilities.

Refer to note 16 for details on unsecured notes on issue and note 12 for details on interest expense on lease
liabilities for the year.

(b) Data centre rent paid to APDC

NEXTDC Limited acquired Asia Pacific Data Centre ("APDC") on 18 October 2018 (refer to note 26). Prior to
acquisition, APDC was the landlord of three of NEXTDC’s data centre facilities: M1 Melbourne, S1 Sydney and
P1 Perth. For the year ended 30 June 2018, NEXTDC paid rent and ancillary amounts to APDC totalling $13.8
million that was included in the Consolidated Statement of Comprehensive Income in Data centre facility costs.
On early adoption of AASB 16 from 1 July 2018, this rent ceased to be a Data centre facility cost, and became a
depreciation expense and finance cost, until 18 October 2018, when the three leases were derecognised on
acquisition.

(c) APDC acquisition costs

A number of acquisition related costs were incurred as a result of the acquisition of APDC. Refer note 26 for
further details.
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