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Conventions That Apply to This Annual Report on Form 20-F
Unless we indicate otherwise, references in annual report on Form 20-F to:
“ADSs” are to our American depositary shares, each of which represents eight Class A ordinary shares, and “ADRs” are to the American depositary receipts that evidence our ADSs;
“area committed” are to the net floor area of data centers in service for which agreements from customers remain in effect;

“area held for future development” are to the estimated data center net floor area that we expect to be able to develop on land, at buildings and pursuant to development or lease agreements which
we have secured, but which are not under construction;

“area in service” are to the net floor area of data centers in service for which one or more modules have been equipped and fitted out ready for utilization by customers;
“area pre-committed” are to the net floor area of data centers under construction for which agreements from customers remain in effect;

“area utilized” are to the net floor area of data centers in service that is also revenue generating pursuant to customer agreements in effect;

“area under construction” are to the net floor area of data centers which are under construction and are not yet ready for service;

“China” and the “PRC” are to the People’s Republic of China, excluding, for the purposes of this annual report on Form 20-F only, Taiwan, the Hong Kong Special Administrative Region and the
Macao Special Administrative Region;

“commitment rate” are to the ratio of area committed to area in service;

“ordinary shares” refers to, collectively, our Class A ordinary shares and Class B ordinary shares, par value US$0.00005 per share;

“pre-commitment rate” are to the ratio of area pre-committed to area under construction;

“RMB” or “Renminbi” are to the legal currency of China;

“self-developed data centers” are to data centers that we have either purpose-built, acquired while under construction or fully operational, or converted from existing buildings to fit our standards;
“sqm” are to square meters;

“third-party data centers” are to data center net floor area that we lease on a wholesale basis from other data center providers and use to provide data center services to our customers;

“total area committed” are to the sum of area committed and area pre-committed;

“US$,” “U.S. dollars,” or “dollars” are to the legal currency of the United States;

“utilization rate” are to the ratio of area utilized to area in service; and

we,” “us,” “our company” and “our” are to GDS Holdings Limited and its subsidiaries and consolidated affiliated entities, as the context requires.

Unless specifically indicated otherwise or unless the context otherwise requires, all references to our ordinary shares exclude Class A ordinary shares issuable upon the exercise of outstanding options
with respect to our ordinary shares under our share incentive plans.

This annual report on Form 20-F includes our audited consolidated financial statements for the years ended December 31, 2016, 2017 and 2018.

Our ADSs are listed on the Nasdaq Global Market under the ticker symbol “GDS.”
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PART 1.

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not required.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not required.
ITEM 3. KEY INFORMATION
A. Selected Financial Data

The selected consolidated financial data shown below should be read in conjunction with “Item 5. Operating and Financial review and Prospects,” and the financial statements and the notes to those
statements included elsewhere in this annual report on Form 20-F. The selected consolidated statement of operations data for the years ended December 31, 2016, 2017 and 2018 and the selected consolidated
balance sheet data as of December 31, 2017 and 2018 have been derived from our audited consolidated financial statements included elsewhere in this annual report on Form 20-F. We derived the selected
consolidated statement of operations data for the year ended December 31, 2014 and 2015, and the selected consolidated balance sheet data as of December 31, 2014, 2015 and 2016, as set forth below, from
our audited consolidated financial statements that are not included in this Form 20-F. Our consolidated financial statements are prepared and presented in accordance with generally accepted accounting
principles in the United States, or U.S. GAAP.

On May 19, 2016, we, through GDS Beijing, acquired all the equity interest in Guangzhou Weiteng Construction Co., Ltd., or Weiteng Construction, from a third party for an aggregate purchase price
of RMB129.5 million. Weiteng Construction is a limited liability company organized and existing under the PRC law and operates a data center (“GZ1”) in Guangzhou, China. Since the date of the
acquisition, Weiteng Construction has been our consolidated variable interest entity and has been consolidated with our results of operations.

On June 29, 2017, we consummated an acquisition of all the equity interests in a target group comprising two onshore entities (Shenzhen Yaode Data Services Co., Ltd., or Shenzhen Yaode, and
Shenzhen Jinyao Science & Technology Co., Ltd., or Shenzhen Jinyao) and an offshore entity (RDTJ Limited or RDTJ, which has an onshore subsidiary, Guangzhou Shi Wan Guo Yun Lan Data Technology
Co., Ltd., or Guangzhou Yunlan) from third parties for an aggregate contingent purchase price of RMB312.0 million. The target group owns a data center project (“SZ5”) in Shenzhen, China. As of the date of
the acquisition, the data center had just commenced operations. Since the date of the acquisition, the target group has been our subsidiary and has been consolidated with our results of operations.

On October 9, 2017, we consummated an acquisition of all equity interests in a target group comprising an onshore entity (Guangzhou Weiteng Network Technology Co., Ltd., or Weiteng Network)
and an offshore entity (Raojin Limited, or Raojin, which has an onshore subsidiary, Wan Qing Teng Data (Shenzhen) Co., Ltd., or Wan Qing Teng) from third parties for a cash consideration of RMB234.0
million. The target group owns a data center project (“GZ2”) in Guangzhou, China. As of the date of the acquisition, the data center was fully operational. Since the date of the acquisition, the target group has
been our subsidiary and has been consolidated with our results of operations.

In May 2018, we consummated an acquisition of all equity interests in a target group comprising an onshore entity (Guangzhou Weiteng Data Science & Technology Co., Ltd., or Weiteng Data) and
an offshore entity (PSDC Limited, or PSDC, which has an onshore subsidiary, Shenzhen Qian Hai Wan Chang Technology Services Co., Ltd., or Qian Hai Wan Chang) from third parties for a cash
consideration of RMB262.2 million (US$38.1 million), subject to adjustment, if any, pursuant to the terms and conditions of the equity purchase agreement. The target group owns a data center project
(“GZ3”) in Guangzhou, China. At the date of the acquisition, the data center had just commenced operations. The company operating the data center has its own IDC license.
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In June 2018, we consummated an acquisition of all equity interests in a target company (Cai Tuo Cloud Computing (Shanghai) Co., Ltd., or Shanghai Cai Tuo) from third parties for a consideration
of RMB320.0 million (US$46.5 million), subject to adjustment, if any, pursuant to the terms and conditions of the equity purchase agreement. The target company owns a data center project (“SH11”) in
Shanghai, China. At the date of the acquisition, the data center was fully operational. The company operating the data center has its own IDC license.

See note 8 of our consolidated financial statements included elsewhere in this annual report on Form 20-F.

Our historical results are not necessarily indicative of results to be expected for any future period.

Consolidated Statement of Operations Data:

Net revenue

Cost of revenue

Gross profit

Operating expenses

Selling and marketing expenses

General and administrative expenses

Research and development expenses

(Loss) Income from operations

Other income (expenses)

Net interest expense

Foreign currency exchange (loss) gain, net

Government grants

Gain on remeasurement of equity investment

Others, net

Loss before income taxes

Income tax benefits

Net loss

Extinguishment of redeemable preferred shares

Change in redemption value of redeemable preferred shares

Cumulative Dividends on preferred shares

Net loss attributable to ordinary shareholders

Net loss per ordinary share—basic and diluted

Weighted average number of ordinary shares outstanding—
basic and diluted

Consolidated Balance Sheet Data:
Cash

Accounts receivable, net

Total current assets

Property and equipment, net
Goodwill and intangible assets
Total assets

Total current liabilities

Total liabilities

Redeemable preferred shares
Total shareholders’ (deficit) equity

Year Ended December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB Us$
(in thousands, except for numbers of shares and per share data)
468,337 703,636 1,055,960 1,616,166 2,792,077 406,091
(388,171) (514,997) (790,286) (1,207,694) (2,169,636) (315,560)
80,166 188,639 265,674 408,472 622,441 90,531
(40,556) (57,588) (71,578) (90,118) (110,570) (16,082)
(113,711) (128,714) (227,370) (228,864) (329,601) (47,938)
(1,597) (3,554) (9,100) (7,261) (13,915) (2,024)
(75,698) (1,217) (42,374) 82,229 168,355 24,487
(124,973) (125,546) (263,164) (406,403) (636,973) (92,644)
(875) 11,107 18,310 (12,299) 20,306 2,953
4,870 3,915 2,217 3,062 3,217 468
62,506 — — — — —
(412) 1,174 284 435 5,436 791
(134,582) (110,567) (284,727) (332,976) (439,659) (63,945)
4,583 11,983 8,315 6,076 9,391 1,366
(129,999) (98,584) (276,412) (326,900) (430,268) (62,579)
(106,515) — — — — —
(69,116) (110,926) 205,670 — — —
(3,509) (7,127) (332,660) — — —
(309,139) (216,637) (403,402) (326,900) (430,268) (62,579)
(1.91) (0.99) (1.35) (0.42) (0.43) (0.06)
162,070,745 217,987,922 299,093,937 784,566,371 990,255,959 990,255,959
As of December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB Uss$
(in thousands, except for numbers of shares and per share data)
606,758 924,498 1,811,319 1,873,446 2,161,622 314,395
73,366 111,013 198,851 364,654 536,842 78,080
745,831 1,186,699 2,210,313 2,454,028 3,037,396 441,771
1,694,944 2,512,687 4,322,891 8,165,601 13,994,945 2,035,480
1,350,524 1,341,599 1,433,656 1,919,221 2,234,462 324,989
3,854,074 5,128,272 8,203,866 13,144,567 20,885,243 3,037,632
897,630 925,049 1,479,221 2,423,071 3,507,879 510,199
1,706,600 3,073,463 5,217,392 8,669,055 15,363,318 2,234,502
2,164,039 2,395,314 — — — —
(16,565) (340,505) 2,986,474 4,475,512 5,521,925 803,130
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Key Financial Metrics

We monitor the following key financial metrics to help us evaluate growth trends, establish budgets, measure the effectiveness of our business strategies and assess operational efficiencies:

Year Ended December 31,
2014 2015 2016 2017 2018
Other Consolidated Financial Data:
Gross margin® 17.1% 26.8% 25.2% 25.3% 22.3%
Operating margin® (16.2)% (0.2)% (4.00% 5.1% 6.0%
Net margin® (27.8)% (14.0)% (26.2)% (20.2)% (15.4)%

(1) Gross profit as a percentage of net revenue.
(2) Income (loss) from operations as a percentage of net revenue.
(3) Net income (loss) as a percentage of net revenue.

Non-GAAP Measures

In evaluating our business, we consider and use the following non-GAAP measures as supplemental measures to review and assess our operating performance:

Year Ended December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB Us$

(in thousands, except for numbers of shares and per share data)

Non-GAAP Consolidated Financial Data:

Adjusted EBITDA® 38,044 164,701 270,545 512,349 1,046,538 152,215
Adjusted EBITDA margin® 8.1% 23.4% 25.6% 31.7% 37.5% 37.5%
Adjusted net operating income (Adjusted NOI)® 154,114 320,475 475,100 764,726 1,322,585 192,363
Adjusted NOI margin® 32.9% 45.5% 45.0% 47.3% 47.4% 47.4%
(1) Adjusted EBITDA is defined as net income or net loss excluding net interest expenses, incomes tax benefits, depreciation and amortization, accretion expenses for asset retirement costs, share-based

compensation expenses and gain on remeasurement of equity investment.

(2) Adjusted EBITDA margin is defined as adjusted EBITDA as a percentage of net revenue.

(3) Adjusted net operating income (Adjusted NOI) is defined as net loss (computed in accordance with GAAP), excluding: net interest expenses, income tax benefits, depreciation and amortization, accretion
expenses for asset retirement costs, share-based compensation expenses, gain on remeasurement of equity investment, selling and marketing expenses, general and administrative expenses, research and
development expenses, foreign currency exchange loss (gain), government grants and others.

(4) Adjusted NOI margin is defined as adjusted NOI as a percentage of net revenue.

=

Our management and board of directors use adjusted EBITDA, adjusted EBITDA margin, adjusted NOI, and adjusted NOI margin, which are non-GAAP financial measures, to evaluate our operating
performance, establish budgets and develop operational goals for managing our business. In particular, we believe that the exclusion of the income and expenses eliminated in calculating adjusted EBITDA
and adjusted NOI can provide a useful measure of our core operating performance.

We also present these non-GAAP measures because we believe these non-GAAP measures are frequently used by securities analysts, investors and other interested parties as measures of the financial
performance of companies in our industry.

These non-GAAP financial measures are not defined under U.S. GAAP and are not presented in accordance with U.S. GAAP. These non-GAAP financial measures have limitations as analytical tools,
and when assessing our operating performance, cash flows or our liquidity, investors should not consider them in isolation, or as a substitute for net income (loss), cash flows provided by operating activities or
other consolidated statements of operations and cash flow data prepared in accordance with U.S. GAAP. There are a number of limitations related to the use of these non-GAAP financial measures instead of
their nearest GAAP equivalent. First, adjusted EBITDA, adjusted EBITDA margin, adjusted NOI, and adjusted NOI margin are not substitutes for gross profit, net income (loss), cash flows provided by
operating activities or other consolidated statements of operation and cash flow data prepared in accordance with U.S. GAAP. Second, other companies may calculate these non-GAAP financial measures
differently or may use other measures to evaluate their performance, all of which could reduce the usefulness of these non-GAAP financial measures as tools for comparison. Finally, these non-GAAP
financial measures do not reflect the impact of net interest expenses, incomes tax benefits, depreciation and amortization, accretion expenses for asset retirement costs, and share-based compensation expenses,
each of which have been and may continue to be incurred in our business.
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‘We mitigate these limitations by reconciling the non-GAAP financial measure to the most comparable U.S. GAAP performance measure, all of which should be considered when evaluating our

performance.

The following table reconciles our adjusted EBITDA in the years presented to the most directly comparable financial measure calculated and presented in accordance with U.S. GAAP, which is net
income or net loss:

Year Ended December 31

2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB US$
(in thousands, except for numbers of shares and per share data)

Net loss (129,999) (98,584) (276,412) (326,900) (430,268) (62,579)
Net interest expenses 124,973 125,546 263,164 406,403 636,973 92,644
Income tax benefits (4,583) (11,983) (8,315) (6,076) (9,391) (1,366)
Depreciation and amortization 82,753 145,406 227,355 378,130 741,507 107,848
Accretion expenses for asset retirement costs 73 255 588 949 1,840 268
Share-based compensation expenses 27,333 4,061 64,165 59,843 105,877 15,400
Gain on remeasurement of equity investment (62,506) — — — — —
Adjusted EBITDA 38,044 164,701 270,545 512,349 1,046,538 152,215

The following table reconciles our adjusted NOI in the years presented to the most directly comparable financial measure calculated and presented in accordance with U.S. GAAP, which is net income
or net loss:

Year Ended December 31,
2014 2015 2016 2017 2018
RMB RMB RMB RMB RMB US$
(in thousands, except for numbers of shares and per share data)

Net loss (129,999) (98,584) (276,412) (326,900) (430,268) (62,579)
Net interest expenses 124,973 125,546 263,164 406,403 636,973 92,644
Income tax benefits (4,583) (11,983) (8,315) (6,076) (9,391) (1,366)
Depreciation and amortization 82,753 145,406 227,355 378,130 741,507 107,848
Accretion expenses for asset retirement costs 73 255 588 949 1,840 268
Share-based compensation expenses 27,333 4,061 64,165 59,843 105,877 15,400
Gain on remeasurement of equity investment (62,506) — — — — —
Selling and marketing expenses () 38,599 57,263 64,988 71,728 85,357 12,415
General and administrative expenses () 79,457 111,403 152,054 165,785 207,255 30,142
Research and development expenses ) 1,597 3,304 8,324 6,062 12,394 1,803
Foreign currency exchange loss (gain), net 875 (11,107) (18,310) 12,299 (20,306) (2,953)
Government grants (4,870) (3,915) (2,217) (3,062) (3,217) (468)
Others, net 412 (1,174) (284) (435) (5,436) (791)
Adjusted NOI 154,114 320,475 475,100 764,726 1,322,585 192,363

(1) Selling and marketing expenses, general and administrative expenses and research and development expenses exclude depreciation and amortization and share-based compensation expenses.
B. Capitalization and Indebtedness

Not required.
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C. Reasons for the Offer and Use of Proceeds
Not required.
D. Risk Factors

Risks Relating to Our Business and Industry
A slowdown in the demand for data center resources or managed services could have a material adverse effect on us.

Adverse developments in the data center market, in the industries in which our customers operate, or in demand for cloud computing could lead to a decrease in the demand for data center resources
or managed services, which could have a material adverse effect on us. We face risks including:

a decline in the technology industry, such as a decrease in the use of mobile or web-based commerce, business layoffs or downsizing, relocation of businesses, increased costs of complying with
existing or new government regulations and other factors;

a slowdown in the growth of the Internet generally as a medium for commerce and communication and the use of cloud-based platforms and services in particular;

a downturn in the market for data center space generally, which could be caused by an oversupply of or reduced demand for space, and a downturn in cloud-based data center demand in particular;
and

the rapid development of new technologies or the adoption of new industry standards that render our or our customers’ current products and services obsolete or unmarketable and, in the case of
our customers, that contribute to a downturn in their businesses, increasing the likelihood of a default under their service agreements or that they become insolvent.

To the extent that any of these or other adverse conditions occurs, they are likely to impact market demand and pricing for our services.
Any inability to manage the growth of our operations could disrupt our business and reduce our profitability.

We have experienced significant growth in recent years. Our net revenue grew from RMB1,056.0 million in 2016 to RMB1,616.2 million in 2017, representing an increase of 53.1%, and increased to
RMB2,792.1 million (US$406.1 million) in 2018, representing an increase of 72.8%. We derive net revenue primarily from colocation services and, to a lesser extent, managed services. In addition, we also
sell IT equipment either on a stand-alone basis or bundled in a managed service contract arrangement and provide consulting services. Our net revenues for colocation were RMB770.1 million, RMB1,219.1
million and RMB2,104.3 million (US$306.1 million) in 2016, 2017 and 2018, representing 72.9%, 75.4% and 75.4% of total net revenue over the same periods, respectively. Our net revenues for managed

services and consulting services were RMB232.9 million, RMB372.8 million and RMB655.2 million (US$95.3 million) in 2016, 2017 and 2018, representing 22.1%, 23.1% and 23.4% of total net revenue
over the same periods, respectively.

Our operations have also expanded in recent years through increases in the number and size of the data center facilities we operate, which we expect will continue to grow. Our rapid growth has
placed, and will continue to place, significant demands on our management and our administrative, operational and financial systems. Continued expansion increases the challenges we face in:

obtaining suitable site or land to build new data centers;
establishing new operations at additional data centers and maintaining efficient use of the data center facilities we operate;
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managing a large and growing customer base with increasingly diverse requirements;
expanding our service portfolio to cover a wider range of services, including managed cloud services;
creating and capitalizing on economies of scale;
obtaining additional capital to meet our future capital needs;
recruiting, training and retaining a sufficient number of skilled technical, sales and management personnel;
maintaining effective oversight over personnel and multiple data center locations;
coordinating work among sites and project teams; and
developing and improving our internal systems, particularly for managing our continually expanding business operations.

If we fail to manage the growth of our operations effectively, our businesses and prospects may be materially and adversely affected.
If we are not successful in expanding our service offerings, we may not achieve our financial goals and our results of operations may be adversely affected.

‘We have been expanding, and plan to continue to expand, the nature and scope of our service offerings, particularly into the area of managed cloud services, including direct private connection to
major cloud platforms and the provision of cloud infrastructure and solutions to assist customers in managing their hybrid clouds. The success of our expanded service offerings depends, in part, upon demand
for such services by new and existing customers and our ability to meet their demand in a cost-effective manner. We may face a number of challenges expanding our service offerings, including:

acquiring or developing the necessary expertise in IT;

maintaining high-quality control and process execution standards;

maintaining productivity levels and implementing necessary process improvements;
controlling costs; and

successfully attracting existing and new customers for new services we develop.

A failure by us to effectively manage the growth of our service portfolio could damage our reputation, cause us to lose business and adversely affect our results of operations. In addition, because
managed cloud services may require significant upfront investment, we expect that continued expansion into these services will reduce our profit margins. In the event that we are unable to successfully grow
our service portfolio, we could lose our competitive edge in providing our existing colocation and managed services, since significant time and resources that are devoted to such growth could have been

utilized instead to improve and expand our existing colocation and managed services.

We face risks associated with having a long selling and implementation cycle for our services that requires us to make significant capital expenditures and resource commitments prior to recognizing
revenue for those services.

We have a long selling cycle for our services, which typically requires significant investment of capital, human resources and time by both our customers and us. Constructing, developing and
operating our data centers require significant capital expenditures. A customer’s decision to utilize our colocation services, our managed solutions or our other services typically involves time-consuming
contract negotiations regarding the service level commitments and other terms, and substantial due diligence on the part of the customer regarding the adequacy of our infrastructure and attractiveness of our
resources and services. Furthermore, we may expend significant time and resources in pursuing a particular sale or customer, and we do not recognize revenue for our services until such time as the services
are provided under the terms of the applicable contract. Our efforts in pursuing a particular sale or customer may not be successful, and we may not always have sufficient capital on hand to satisfy our
working capital needs between the date on which we sign an agreement with a new customer and when we first receive revenue for services delivered to the customer. If our efforts in pursuing sales and
customers are unsuccessful, or our cash on hand is insufficient to cover our working capital needs over the course of our long selling cycle, our financial condition could be negatively affected.
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The data center business is capital-intensive, and we expect our capacity to generate capital in the short term will be insufficient to meet our anticipated capital requirements.

The costs of constructing, developing and operating data centers are substantial. Further, we may encounter development delays, excess development costs, or delays in developing space for our
customers to utilize. We also may not be able to identify suitable land or facilities for new data centers or at a cost on terms acceptable to us. We are required to fund the costs of constructing, developing and
operating our data centers with cash retained from operations, as well as from financings from bank and other borrowings. Moreover, the costs of constructing, developing and operating data centers have
increased in recent years, and may further increase in the future, which may make it more difficult for us to expand our business and to operate our data centers profitably. Based on our current expansion
plans, we do not expect that our net revenue in the short term will be sufficient to offset increases in these costs, or that our business operations in the short term will generate capital sufficient to meet our
anticipated capital requirements. If we cannot generate sufficient capital to meet our anticipated capital requirements, our financial condition, business expansion and future prospects could be materially and
adversely affected.

Our sub ial level of indebted, could adversely affect our ability to raise additional capital to fund our operations, expose us to interest rate risk to the extent of our variable rate debt and prevent us
from meeting our obligations under our indebtedness.

We have substantial indebtedness. As of December 31, 2018, we had total consolidated indebtedness of RMB12,793.0 million (US$1,860.7 million), including borrowings, capital lease and other
financing obligations and convertible bonds. Based on our current expansion plans, we expect to continue to finance our operations through the incurrence of debt. Our indebtedness could, among other
consequences:

make it more difficult for us to satisfy our obligations under our indebtedness, exposing us to the risk of default, which, in turn, would negatively affect our ability to operate as a going concern;

require us to dedicate a substantial portion of our cash flows from operations to interest and principal payments on our indebtedness, reducing the availability of our cash flows for other purposes,
such as capital expenditures, acquisitions and working capital;

limit our flexibility in planning for, or reacting to, changes in our business and the industries in which we operate;

increase our vulnerability to general adverse economic and industry conditions;

place us at a disadvantage compared to our competitors that have less debt;

expose us to fluctuations in the interest rate environment because the interest rates on borrowings under our project financing agreements are variable;

increase our cost of borrowing;
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limit our ability to borrow additional funds; and
require us to sell assets to raise funds, if needed, for working capital, capital expenditures, acquisitions or other purposes.

As a result of covenants and restrictions, we are limited in how we conduct our business, and we may be unable to raise additional debt or equity financing to compete effectively or to take advantage
of new business opportunities. Our current or future borrowings could increase the level of financial risk to us and, to the extent that the interest rates are not fixed and rise, or that borrowings are refinanced at
higher rates, our available cash flow and results of operations could be adversely affected.

‘We have financing arrangements in place with various lenders to support specific data center construction projects. Certain of these financing arrangements are secured by share pledge over equity
interests of our subsidiaries, our accounts receivable, property and equipment and land use rights. The terms of these financing arrangements may impose covenants and obligations on the part of our
borrowing subsidiary and/or our consolidated VIEs, namely GDS Shanghai, GDS Beijing and its subsidiaries, and our company as guarantor. For example, some of these agreements contain requirements to
maintain a specified minimum cash balance at all times or require that the borrower’s outstanding loans stay within a “borrowing range.” A subsidiary of ours in the past failed to meet the borrowing range
requirement and although the subsidiary obtained a waiver letter from the creditor that waived the covenant violations, we cannot provide any assurances that we will always be able to meet any covenant tests
under our financing arrangements. Other loan facility agreements of ours require that STT GDC, one of our major shareholders, maintain an ownership percentage in our company of at least 25% or, in some
cases, at least 30%. If STT GDC’s ownership in our company were to decrease below either of these percentages, pursuant to the terms of relevant facility agreements we could be obligated to notify the lender
or repay any loans outstanding immediately or on an accelerated repayment schedule. In addition, other loan facility agreements of ours require that the IDC license of GDS Beijing or the borrowing
subsidiaries, or the authorization by GDS Beijing to one such subsidiary to operate the data center business and provide IDC services under the auspices of the IDC license held by GDS Beijing, be maintained
and renewed on or before the expiry date of the IDC license or authorization thereunder, as applicable. However, recently we have learned that the MIIT will not allow subsidiaries authorized to provide IDC
services by an IDC license holder to renew its current authorization in the future; instead, the MIIT will require subsidiaries of IDC license holders to apply for their own IDC licenses. See “—Risks Related to
Doing Business in the People’s Republic of China—We may be regarded as being non-compliant with the regulations on VATS due to the lack of IDC licenses for which penalties may be assessed that may
materially and adversely affect our business, financial condition, growth strategies and prospects.” If the subsidiaries of GDS Beijing cannot timely renew their authorizations to provide IDC services under the
auspices of GDS Beijing’s IDC license, and such subsidiaries cannot timely apply for and obtain their own IDC licenses, we also could be obligated to notify the lender or repay any loans outstanding
immediately or on an accelerated repayment schedule.

The terms of any future indebtedness we may incur could include more restrictive covenants. A breach of any of these covenants could result in a default with respect to the related indebtedness. If a
default occurs, the relevant lenders could elect to declare the indebtedness, together with accrued interest and other fees, to be due and payable immediately. This, in turn, could cause our other debt, to become
due and payable as a result of cross-default or acceleration provisions contained in the agreements governing such other debt. In the event that some or all of our debt is accelerated and becomes immediately
due and payable, we may not have the funds to repay, or the ability to refinance, such debt.

We will likely require additional capital to meet our future capital needs, which may adversely affect our financial position and result in additional shareholder dilution.

To grow our operations, we will be required to commit a substantial amount of operating and financial resources. Our planned capital expenditures, together with our ongoing operating expenses, will
cause substantial cash outflows. In the near term, we will likely be unable to fund our expansion plans solely through our operating cash flows. Accordingly, we will likely need to raise additional funds
through equity, equity-linked or debt financings in the future in order to meet our operating and capital needs. In this regard, at our annual general meeting, or AGM, held on October 9, 2018, our shareholders
passed ordinary resolutions authorizing our board of directors to approve the allotment or issuance, in the 12-month period from the date of the AGM, of ordinary shares or other equity or equity-linked
securities of our company up to an aggregate twenty percent (20%) of our existing issued share capital at the date of the AGM, whether in a single transaction or a series of transactions (other than any
allotment or issues of shares on the exercise of any options that have been granted by our company). Additional debt or equity financing may not be available when needed or, if available, may not be available
on satisfactory terms. Our inability to obtain additional debt and/or equity financing or to generate sufficient cash from operations may require us to prioritize projects or curtail capital expenditures and could
adversely affect our results of operations.
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If we raise additional funds through further issuances of equity or equity-linked securities, our existing shareholders could suffer significant dilution in their percentage ownership of our company, and
any new equity securities we issue could have rights, preferences and privileges senior to those of holders of our ordinary shares. In addition, any debt financing that we may obtain in the future could have
restrictive covenants relating to our capital raising activities and other financial and operational matters, which may make it more difficult for us to obtain additional capital and to pursue business
opportunities, including potential acquisitions.

Increased power costs and limited availability of power resources may adversely affect our results of operations.

We are a large consumer of power and costs of power account for a significant portion of our cost of revenue. We require power supply to provide many services we offer, such as powering and
cooling our customers’ servers and network equipment and operating critical data center plant and equipment infrastructure. Since we rely on two centralized power utility suppliers, State Grid and Southern
Grid, to provide our data centers with power, our data centers could have limited or inadequate access to power.

New requirements or restrictions imposed by local authorities as to energy conversation or industrial policies may also limit our ability to obtain power supply and expand our business. For example,
the Development and Reform Commission of Shenzhen Municipality, or Shenzhen DRC, issued regulations in the first half of 2017 to tighten the requirements for energy conservation review of fixed-asset
investment projects for data centers by requiring all such projects to obtain an energy conservation review opinion from Shenzhen DRC regardless of the amount of their energy consumption and conditioning
its approval of power supply applications on the receipt of such energy conservation review opinion. We plan to conduct relevant energy conservation examinations of our data center construction projects to
meet the requirements under relevant laws and regulations (including requirements of local authorities). However, we may incur additional costs in order to fulfill such requirements, and we cannot assure you
that our data centers will meet all the requirements and that we will obtain all relevant approvals, the lack of which could have a material and adverse effect on our business and expected growth.

The amount of power required by our customers may increase as they adopt new technologies, for example, for virtualization of hardware resources. As a result, the average amount of power utilized
per server is increasing, which in turn increases power consumption required to cool the data center facilities. Pursuant to our colocation service contracts, we provide our customers with a committed level of
power supply availability. Although we aim to improve the energy efficiency of the data center facilities that we operate, there can be no assurance such data center facilities will be able to provide sufficient
power to meet the growing needs of our customers. Our customers’ demand for power may exceed the power capacity in our older data centers, which may limit our ability to fully utilize the net floor area of
these data centers. We may lose customers or our customers may reduce the services purchased from us due to increased power costs, and limited availability of power resources, or we may incur costs for data
center space which we cannot utilize, which would reduce our net revenue and have a material and adverse effect on our cost of revenue and results of operations.

We attempt to manage our power resources and limit exposure to system downtime due to power outages from the electric grid by having redundant power feeds from the grid and by using backup
generators and battery power. However, these protections may not limit our exposure to power shortages or outages entirely. Any system downtime resulting from insufficient power resources or power

outages could damage our reputation and lead us to lose current and potential customers, which would harm our financial condition and results of operations.
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We have a history of net losses and may continue to incur losses in the future.

We incurred net losses of RMB276.4 million, RMB326.9 million and RMB430.3 million (US$62.6 million) in 2016, 2017 and 2018, respectively, and we may incur losses in the future. We expect our
costs and expenses to increase as we expand our operations, primarily including costs and expenses associated with owning and leasing data center space, increasing our headcount and utility expenses. Our
ability to achieve and maintain profitability depends on the continued growth and maintenance of our customer base, our ability to control our costs and expenses, the expansion of our service offerings and
our ability to provide our services at the level needed to satisfy the stringent demands of our customers. In addition, our ability to achieve profitability is affected by many factors which are beyond our control,
such as the overall demand for data center services in China and general economic conditions. If we cannot efficiently manage the data center facilities we operate, our financial condition and results of
operations could be materially and adversely affected. We may continue to incur losses in the future due to our continued investments in leasing data center space, increased headcount and increased utility
expenses.

Any significant or prolonged failure in the data center facilities we operate or services we provide would lead to significant costs and disruptions and would reduce our net revenue, harm our business
reputation and have a material adverse effect on our results of operation.

The data center facilities we operate are subject to failure. Any significant or prolonged failure in any data center facility we operate or services that we provide, including a breakdown in critical
plant, equipment or services, such as the cooling equipment, generators, backup batteries, routers, switches, or other equipment, power supplies, or network connectivity, whether or not within our control,
could result in service interruptions and data losses for our customers as well as equipment damage, which could significantly disrupt the normal business operations of our customers and harm our reputation
and reduce our net revenue. Any failure or downtime in one of the data center facilities that we operate could affect many of our customers. The total destruction or severe impairment of any of the data center
facilities we operate could result in significant downtime of our services and catastrophic loss of customer data. Since our ability to attract and retain customers depends on our ability to provide highly reliable
service, even minor interruptions in our service could harm our reputation and cause us to incur financial penalties. The services we provide are subject to failures resulting from numerous factors, including:

power loss;

equipment failure;

human error or accidents;

theft, sabotage and vandalism;

failure by us or our suppliers to provide adequate service or maintenance to our equipment;
network connectivity downtime and fiber cuts;

security breaches to our infrastructure;

improper building maintenance by us or the landlords of the buildings in which our leased facilities are located;
physical, electronic and cyber security breaches;

fire, earthquake, hurricane, tornado, flood and other natural disasters;

extreme temperatures;

water damage;
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public health emergencies; and
terrorism.

We have in the past experienced, and may in the future experience, interruptions in service due to power outages or other technical failures or for reasons outside of our control, including a service
interruption that caused system downtime to certain banking and financial institution customers and other customers. These interruptions in service, regardless of whether they result in breaches of the service
level agreements we have with customers, may negatively affect our relationships with customers, including resulting in customers terminating their agreements with us or seeking damages from us or other
compensatory actions. Interruptions in service may also have consequences for customers, such as banking and financial institutions, that are under the oversight of industry regulators, including the China
Banking Regulatory Commission (and its successor, the China Banking and Insurance Regulatory Commission which was established in March 2018 to replace the China Banking Regulatory Commission) or
CBRC, and other PRC regulatory agencies. In response to such interruptions in service, industry regulators have taken, and may in the future take, various regulatory actions, including notifications or citations
to our customers, over which they have oversight. Such regulatory actions with respect to our customers, including banking and financial institutions, could negatively impact our relationships with such
customers, lead to audits of our services, inspections of our facilities, place restrictions or prohibitions upon the ability of such institutions to use our services, and thereby negatively affect our business
operations and results of operations. We have taken and continue to take steps to improve our infrastructure to prevent service interruptions, including upgrading our electrical and mechanical infrastructure
and sourcing, designing the best facilities possible and implementing rigorous operational procedures to maintenance programs to manage risk. However, we cannot assure you that such interruptions in
service will not occur again in the future, or that such incidents will not result in the loss of customers and revenue, our paying compensation to customers, reputational damage to us, penalties or fines against
us, and would not have a material and adverse effect on our business and results of operations. See “Item 4. Information on the Company—B. Business Overview—Regulatory Matters—Regulations Related
to Information Technology Outsourcing Services Provided to Banking Financial Institutions.” Service interruptions continue to be a significant risk for us and could affect our reputation, damage our
relationships with customers and materially and adversely affect our business.

Delays in the construction of new data centers or the expansion of existing data centers could involve significant risks to our business.

In order to meet customer demand and the continued growth of our business, we need to expand existing data centers, lease new facilities or obtain suitable land to build new data centers. Expansion
of existing data centers and/or construction of new data centers are currently underway or being contemplated and such expansion and/or construction require us to carefully select and rely on the experience of
one or more designers, general contractors, and subcontractors during the design and construction process. If a designer or contractor experiences financial or other problems during the design or construction
process, we could experience significant delays and/or incur increased costs to complete the projects, resulting in negative impacts on our results of operations.

In addition, we need to work closely with the local power suppliers, and sometimes local governments, where our proposed data centers are located. Delays in actions that require the assistance of
such third-parties, or delays in receiving required permits and approvals from such parties, may also affect the speed with which we complete data center projects or result in their not being completed at all.

We have experienced such delays in receiving approvals and permits or in actions to be taken by third parties in the past and may experience them again in the future.

If we experience significant delays in the supply of power required to support the data center expansion or new construction, either during the design or construction phases, the progress of the data
center expansion and/or construction could deviate from our original plans, which could cause material and negative effect to our revenue growth, profitability and results of operations.
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The occurrence of a catastrophic event or a prolonged disruption may exceed our insurance coverage by significant amounts.

Our operations are subject to hazards and risks normally associated with the daily operations of our data center facilities. Currently, we maintain insurance policies in four categories: business
interruption for lost profits, property and casualty, public liability, and commercial employee insurance. Our business interruption insurance for lost profits includes coverage for business interruptions, our
property and casualty insurance includes coverage for equipment breakdowns and our commercial employee insurance includes employee group insurance and senior management medical insurance. We
believe our insurance coverage adequately covers the risks of our daily business operations. However, our current insurance policies may be insufficient in the event of a prolonged or catastrophic event. The
occurrence of any such event that is not entirely covered by our insurance policies may result in interruption of our operations and subject us to significant losses or liabilities and damage our reputation as a
provider of business continuity services. In addition, any losses or liabilities that are not covered by our current insurance policies may have a material adverse effect on our business, financial condition and
results of operations.

We may be vulnerable to security breaches which could disrupt our operations and have a material adverse effect on our financial condition and results of operations.

A party who is able to compromise the security measures protecting the data center facilities we operate or any of the data stored in such data center facilities could misappropriate our or our
customers’ proprietary information or cause interruptions or malfunctions in our operations. As we provide assurances to our customers that we provide the highest level of security, such a compromise could
be particularly harmful to our brand and reputation. We may be required to expend significant capital and resources to protect against such threats or to alleviate problems caused by breaches in security. In
addition, as we continue expanding our service offerings in managed cloud services, including direct private connection to major cloud platforms and the provision of cloud infrastructure, we will face greater
risks from potential attacks because the provision of cloud-related services will increase the flow of Internet user data through the data center facilities we operate and create broader public access to our
system. As techniques used to breach security change frequently and are often not recognized until launched against a target, we may not be able to implement new security measures in a timely manner or, if
and when implemented, we may not be certain whether these measures could be circumvented. Any breaches that may occur could expose us to increased risk of lawsuits, regulatory penalties, loss of existing
or potential customers, harm to our reputation and increases in our security costs, which could have a material adverse effect on our financial condition and results of operations.

Security risks and deficiencies may also be identified in the course of government inspections, which could subject us to fines and other sanctions. During construction of certain of our facilities,
government inspectors have cited security risks at our construction sites and subjected us and our legal representative to fines for such risks. We cannot assure you that similar fines and sanctions will not occur
in the future, or that such fines and sanctions will not result in damage to our business and reputation, which could have a material and adverse effect on our results of operations.

In addition, any assertions of alleged security breaches or systems failure made against us, whether true or not, could harm our reputation, cause us to incur substantial legal fees and have a material
adverse effect on our business, reputation, financial condition and results of operations.

Our ability to provide data center services depends on the major telecommunications carriers in China providing sufficient network services to our customers in the data center facilities that we operate
on commercially acceptable terms.

Our ability to provide data center services depends on the major telecommunications carriers in China, namely China Telecom, China Unicom and China Mobile, providing sufficient network
connectivity and capacity to enable our customers to transfer data to and from equipment that they locate in the data center facilities that we operate. Furthermore, given the limited competition among basic
service providers in the telecommunications market in China, we depend on the dominant carrier in each location to provide such services to our customers on commercially acceptable terms. Although we
believe we have maintained good relationships with China Telecom, China Unicom and China Mobile in the past, there can be no assurance that they will continue to provide the network services that our
customers require on commercially acceptable terms at each of the data centers where we operate, if at all. In addition, if China Telecom, China Unicom or China Mobile increases the price of their network
services, it would have a negative impact on the overall cost-effectiveness of data center services in China, which could cause our customers’ demand for our services to decline and would materially and
adversely affect our business and results of operations.
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Our leases for self-developed data centers or our agreements for third-party data centers could be terminated early and we may not be able to renew our existing leases and agreements on commercially
acceptable terms or our rent or payment under the agreements could increase substantially in the future, which could materially and adversely affect our operations.

Most of our data center operations are located in properties that we have entered into long-term operating leases. Such leases generally have fifteen to twenty year terms. In some instances, we may
negotiate an option to purchase the leased premises and facilities according to the terms and conditions under the relevant lease agreements. However, upon the expiration of such leases, we may not be able to
renew these leases on commercially reasonable terms, if at all. Under certain lease agreements, the lessor may terminate the agreement by giving prior notice and paying default penalties to us. However, such
default penalties may not be sufficient to cover our losses. Even though the lessors for most of our data centers generally do not have the right of unilateral early termination unless they provide the required
notice, the lease may nonetheless be terminated early if we are in material breach of the lease agreements. We may assert claims for compensation against the landlords if they elect to terminate a lease
agreement early and without due cause. If the leases for our data centers were terminated early prior to their expiration date, notwithstanding any compensation we may receive for early termination of such
leases, or if we are not able to renew such leases, we may have to incur significant cost related to relocation. In addition, we have entered into six agreements in respect of data centers in operation with parties
who have not produced evidence of proper legal title of the premises, and although we may seek damages from such parties, such leases may be void and we may be forced to relocate. Four of our data centers
are located in properties that were already mortgaged to third parties before the commencement of the lease. If such third parties claim their rights on the mortgaged properties in case of default or breach
under the principal debt by the lessors or other relevant parties, we may not be able to protect our leasehold interest and may be ordered to vacate the affected premises. Any relocation could also affect our
ability to provide continuous uninterrupted services to our customers and harm our reputation. As a result, our business and results of operations could be materially and adversely affected.

Furthermore, certain portions of our data center operations are located in third-party data centers that we lease from wholesale data center providers. Our agreements with third parties are typically
three years but may also be up to ten years. Under some of such agreements, we have the right of first refusal to renew the agreements subject to mutual agreement with the third parties. Some of such
agreements allow the third parties to terminate the agreements early, subject to a notification period requirement and the payment of a pre-determined termination fee, which in some cases may not be
sufficient to cover any direct and indirect losses we might incur as a result. Although historically we have successfully renewed all agreements we wanted to renew, and we do not believe that any of our
agreements will be terminated early in the future, there can be no assurance that the counterparties will not terminate any of our agreements prior to its expiration date. We plan to renew our existing
agreements with third parties upon expiration or migrate our operations to the data centers leased or owned by our company. However, we may not be able to renew these agreements on commercially
acceptable terms, if at all, or the space in data centers that we lease or own may not be adequate for us to relocate such operations, and we may experience an increase in our payments under such agreements.
Any adverse change to our ability to exert operational control over any of the data center facilities we operate could have a material adverse effect on our ability to operate these data center facilities at the
standards required for us to meet our service level commitments to our customers.

We generate significant revenue from data centers located in only a few locations and a significant disruption to any location could materially and adversely affect our operations.

We generate significant revenue from data centers located in only a few locations and a significant disruption to any single location could materially and adversely affect our operations. As of the date
of this annual report on Form 20-F, almost all of our data centers (self-developed and third-party) are located within the municipal areas of Shanghai, Beijing, Shenzhen, Guangzhou and Chengdu.
Furthermore, several of our data centers are located on campuses or clusters in close proximity to each other in specific districts within these cities. The occurrence of a catastrophic event, or a prolonged

disruption in any of these regions, could materially and adversely affect our operations.
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Our net revenue is highly dep on a limited ber of c rs, and the loss of, or any significant decrease in business from, any one or more of our major customers could adversely affect our
financial condition and results of operations.

We consider our customers to be the end users of our data center services. We may enter into contracts directly with our end user customers or through intermediate contracting parties. See “Item 4.
Information on the Company—B. Business Overview—Our Customers.” We have in the past derived, and believe that we will continue to derive, a significant portion of our net revenue from a limited
number of customers. We had two end user customers that generated 18.6% and 14.6% of our total net revenue, respectively, in 2016, and one end user customer that generated 25.2% of our total net revenue
in 2017. We had two end user customers that generated 27.0% and 17.4% of our total net revenue, respectively, in 2018. No other end user customer accounted for 10% or more of our total net revenue during
those periods. We expect our net revenue will continue to be highly dependent on a limited number of end user customers who account for a large percentage of our total area committed. As of December 31,
2018, we had four end user customers who accounted for 27.9%, 24.2%, 11.4% and 10.3%, respectively, of our total area committed. No other end user customer accounted for 10% or more of our total area
committed. Moreover, for several of our data centers, a limited number of end user customers accounted for a substantial majority of area committed or area utilized, including some cases where a single end
user customer accounted for all area committed or area utilized. If there are delays in the move in, whereby the net floor area they are committed to is not utilized as expected, or there is contract termination in
relation to these customers, then our net revenue and results of operations would be materially and adversely affected.

There are a number of factors that could cause us to lose major customers. Because many of our contracts involve services that are mission-critical to our customers, any failure by us to meet a
customer’s expectations could result in cancellation or non-renewal of the contract. Our service agreements usually allow our customers to terminate their agreements with us before the end of the contract
period under certain specified circumstances, including our failure to deliver services as required under such agreements, and in some cases without cause as long as sufficient notice is given. In addition, our
customers may decide to reduce spending on our services due to a challenging economic environment or other factors, both internal and external, relating to their business such as corporate restructuring or
changing their outsourcing strategy by moving more facilities in-house or outsourcing to other service providers. Furthermore, our customers, some of who have experienced rapid changes in their business,
substantial price competition and pressures on their profitability, may demand price reductions or reduce the scope of services to be provided by us, any of which could reduce our profitability. In addition, our
reliance on any individual customer for a significant portion of our net revenue may give that customer a degree of pricing leverage against us when negotiating contracts and terms of services with us.

The loss of any of our major customers, or a significant decrease in the extent of the services that they outsource to us or the price at which we sell our services to them, could materially and adversely
affect our financial condition and results of operations.

If we are unable to meet our service level commitments, our reputation and results of operation could suffer.

Most of our customer contracts provide that we maintain certain service level commitments to our customers. If we fail to meet our service level commitments, we may be contractually obligated to
pay the affected customer a financial penalty, which varies by contract, and the customer may in some cases be able to terminate its contract. Although we have not had to pay any material financial penalties
for failing to meet our service level commitments in the past, there is no assurance that we will be able to meet all of our service level commitments in the future and that no material financial penalties may be
imposed. In addition, if such a failure were to occur, there can be no assurance that our customers will not seek other legal remedies that may be available to them, including:

requiring us to provide free services;

seeking damages for losses incurred; and
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cancelling or electing not to renew their contracts.

Any of these events could materially increase our expenses or reduce our net revenue, which would have a material adverse effect on our reputation and results of operations. Our failure to meet our
commitments could also result in substantial customer dissatisfaction or loss. As a result of such customer loss and other potential liabilities, our net revenue and results of operations could be materially and
adversely affected.

Our customer base may decline if our customers or potential customers develop their own data centers or expand their own existing data centers.

Some of our customers may develop their own data center facilities. Other customers with their own existing data centers may choose to expand their data center operations in the future. In the event
that any of our key customers were to develop or expand their data centers, we may lose business or face pressure as to the pricing of our services. Although we believe that the trend is for companies in China
to outsource their data center facilities and operations to colocation data center service providers, there can be no assurance that this trend will continue. In addition, if we fail to offer services that are cost-
competitive and operationally advantageous as compared with services provided in-house by our customers, we may lose customers or fail to attract new customers. If we lose a customer, there is no assurance
that we would be able to replace that customer at the same or a higher rate, or at all, and our business and results of operations would suffer.

We may be unable to achieve high contract renewal rates.

We seek to renew customer contracts when those contracts are due for renewal. We endeavor to provide high levels of customer service, support, and satisfaction to maintain long-term customer
relationships and to secure high rates of contract renewals for our services. Nevertheless, we cannot assure you that we will be able to renew service contracts with our existing customers or re-commit space
relating to expired service contracts to new customers if our current customers do not renew their contracts. In the event of a customer’s termination or non-renewal of expired contracts, or a renewal of an
expired contract for fewer services or less area than it had previously utilized, our ability to enter into services contracts so that new or other existing customers utilize the expired existing space in a timely
manner will impact our results of operations. If such expired existing space is not utilized by new or other existing customers in a timely manner, our service revenue and results of operations may be
negatively impacted. Our quarterly churn rate, which we define as the ratio of quarterly service revenue from contracts which terminated or expired without renewal during the quarter to the total quarterly
service revenue for the preceding quarter, averaged 1.6%, 2.1% and 0.9% in 2016, 2017 and 2018, respectively. During 2019, data center service agreements with our customers with respect to 6.8% of our
total area committed as of December 31, 2018 will become due for renewal.

If we do not succeed in attracting new customers for our services and/or growing revenue from existing customers, we may not achieve our revenue growth goals.

‘We have been expanding our customer base to cover a range of industry verticals, particularly cloud service providers. Our ability to attract new customers, as well as our ability to grow revenue from
our existing customers, depends on a number of factors, including our ability to offer high-quality services at competitive prices, the strength of our competitors and the capabilities of our marketing and sales
teams to attract new customers. If we fail to attract new customers, we may not be able to grow our net revenue as quickly as we anticipate or at all.

As our customer base grows and diversifies into other industries, we may be unable to provide customers with services that meet the specific demand of such customers or their industries, or with
quality customer support, which could result in customer dissatisfaction, decreased overall demand for our services and loss of expected revenue. In addition, our inability to meet customer service
expectations may damage our reputation and could consequently limit our ability to retain existing customers and attract new customers, which would adversely affect our ability to generate revenue and
negatively impact our results of operations.
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Customers who rely on us for the colocation of their servers, the infrastructure of their cloud sy , and
damages if there are disruptions in our services, which could impair our financial condition.

of their IT and cloud operations could potentially sue us for their lost profits or

9

As our services are critical to many of our customers’ business operations, any significant disruption in our services could result in lost profits or other indirect or consequential damages to our
customers. Although our customer contracts typically contain provisions attempting to limit our liability for breach of the agreement, including failing to meet our service level commitments, there can be no
assurance that a court would enforce any contractual limitations on our liability in the event that one of our customers brings a lawsuit against us as the result of a service interruption that they may ascribe to
us. The outcome of any such lawsuit would depend on the specific facts of the case and any legal and policy considerations that we may not be able to mitigate. In such cases, we could be liable for substantial
damage awards. Since we do not carry liability insurance coverage, such damage awards could seriously impair our financial condition.

Our customers operate in a limited ber of industries, particularly in the cloud services, Internet and financial services industries. Factors that adversely affect these industries or information
technology spending in these industries may adversely affect our business.

Our customers operate in a limited number of industries, particularly in the cloud services, Internet and financial services industries. As of December 31, 2018, end user customers from the cloud
services, Internet and financial services industries accounted for 71.3%, 16.0% and 7.9% of our total area committed, respectively. Our business and growth depend on continued demand for our services from
our current and potential customers in the cloud services, Internet and financial services industries. Demand for our services, and technology services in general, in any particular industry could be affected by
multiple factors outside of our control, including a decrease in growth or growth prospects of the industry, a slowdown or reversal of the trend to outsource information technology operations, or consolidation
in the industry. In addition, serving a major customer within a particular industry may effectively preclude us from seeking or obtaining engagements with direct competitors of that customer if there is a
perceived conflict of interest. Any significant decrease in demand for our services by customers in these industries, or other industries from which we derive significant net revenue in the future, may reduce
the demand for our services.

We enter into fixed-price contracts with many customers, and our failure to accurately estimate the resources and time required for the fulfillment of our obligations under these contracts could
negatively affect our results of operations.

Our data center services are generally provided on a fixed-price basis that requires us to undertake significant projections and planning related to resource utilization and costs. Although our past
project experience helps to reduce the risks associated with estimating, planning and performing fixed-price contracts, we bear the risk of failing to accurately estimate our projected costs, including power
costs as we may not accurately predict our customer’s ultimate power usage once the contract is implemented, and failing to efficiently utilize our resources to deliver our services, and there can be no
assurance that we will be able to reduce the risk of estimating, planning and performing our contracts. Any failure to accurately estimate the resources and time required for a project, or any other factors that
may impact our costs, could adversely affect our profitability and results of operations.

Our customer contract commitments are subject to reduction and potential cancellation.

Many of our customer contracts allow for early termination, subject to payment of specified costs and penalties, which are usually less than the revenues we would expect to receive under such
contracts. Our customer contract commitments could significantly decrease if any of the customer contracts is terminated either pursuant to, or in violation of, the terms of such contract. In addition, our
customer contract commitments during a particular future period may be reduced for reasons outside of our customers’ control, such as general current economic conditions. It is difficult to predict how market
forces, or PRC or U.S. government policy, in particular, the outbreak of a trade war between the PRC and the United States and the imposition in 2018 of additional tariffs on bilateral imports, may continue to
impact the PRC economy as well as related demand for our data center resources, managed services and solutions going forward. If our customer contract commitments are significantly reduced, our results of
operations and the price of our ADSs could be materially and adversely affected.
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Even if our current and future customers have entered into a binding contract with us, they may choose to terminate such contract prior to the expiration of its terms. Any penalty for early termination
may not adequately compensate us for the time and resources we have expended in connection with such contract, or at all, which could have a material adverse effect on our results of operations and cash
flows.

We may not be able to compete effectively against our current and future competitors.
We offer a broad range of data center services and, as a result, we may compete with a wide range of data center service providers for some or all of the services we offer.

We face competition from the state-owned telecommunications carriers, namely China Telecom, China Unicom and China Mobile, as well as other domestic and international carrier-neutral data
center service providers. Our current and future competitors may vary by size and service offerings and geographic presence. See “Item 4. Information on the Company—B. Business Overview—
Competition.”

Competition is primarily centered on reputation and track record, quality and availability of data center space, quality of service, technical expertise, security, reliability, functionality, breadth and
depth of services offered, geographic coverage, financial strength and price. Some of our current and future competitors may have greater brand recognition, marketing, technical and financial resources than
we do. As a result, some of our competitors may be able to:

bundle colocation services with other services or equipment they provide at reduced prices;

develop superior products or services, gain greater market acceptance, and expand their service offerings more efficiently or rapidly;
adapt to new or emerging technologies and changes in customer requirements more quickly;

take advantage of acquisition and other opportunities more readily; and

adopt more aggressive pricing policies and devote greater resources to the promotion, marketing and sales of their services.

‘We operate in a competitive market, and we face pricing pressure for our services. Prices for our services are affected by a variety of factors, including supply and demand conditions and pricing
pressures from our competitors. Although we offer a broad range of data center services, our competitors that specialize in only one of our services offerings may have competitive advantages in that offering.
With respect to all of our colocation services, our competitors may offer such services at rates below current market rates or below the rates we currently charge our customers. With respect to both our
colocation and managed services offerings, our competitors may offer services in a greater variety that are more sophisticated or that are more co