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PROSPECTUES

20,000,000 Share
' DIGITAL REALTY TRUST
Common Stock

This is the initial public offering of Digital Retgl Trust, Inc. and no public market currently exifir our shares. All of the shares of |
common stock offered by this prospectus are bedfdjtsy us. Our common stock has been approvedstimd on the New York Stock
Exchange, subject to official notice of issuanaejar the symbol “DLR”. We have granted the undeewrsi an option to purchase up to
3,000,000 additional shares of our common stodote@r over-allotments. We expect to qualify asa estate investment trust, or REIT, for
federal income tax purposes.

We will receive or purchase from Global Innovatartners, LLC, or Gl Partners, and others confidiostof our initial property
investments in exchange for aggregate consideratittna value of $1,097.7 million, consisting ofi$2 million in cash, assumption of
indebtedness and 38,262,206 limited partnershifs imour operating partnership having a total gafi$459.1 million based on the public
offering price. Immediately following the compleatiof this offering, we will purchase 6,810,036 loé$e units (having an aggregate value of
approximately $81.7 million based on the publiedfig price) from the investors in Gl Partnersdguer unit purchase price equal to the per
share public offering price, net of underwritingabunts and commissions and financial advisory. ié#se underwriters exercise their over-
allotment option, we will purchase additional urfitsm these investors at the same price. Upon cetiopl of this offering, consummation of
the formation transactions and the purchase of w@scribed above, Gl Partners and the other gairge contributors, together with our
directors and management, will own an approximat8% interest in our company on a fully dilutedibas

See" Risk Factors” beginning on page 19 for certain risk factors releant to an investment in our common stock, including
among others:

» Our properties depend upon the technology industd/demand for technolo-related real estate. A decline in the technol
industry could lead to a decrease in the demantétbmology-related real estate, which may haveeatgr adverse effect on our
business and financial condition than if we ownedae diversified real estate portfol

* We are dependent on significant tenants that mayob#y or difficult to replace, and many of oupperties are occupied by sin¢
tenants. The loss of significant tenants could eaumaterial decrease in cash available for digidh to you.

» The majority of our initial properties are beinghtgbuted to our operating partnership by, or pasgd from, Gl Partners, an
affiliated entity, for aggregate consideration withalue of $934.3 million, including $2.4 milliém cash, assumption of indebtedn
and 31,930,695 limited partnership units, havirigtal value of $383.2 million based on the pubfieong price. Conflicts of intere
exist in connection with the transactions in whilsese properties will be contributed to us. We hasteobtained appraisals for the
initial properties in connection with the formatittansactions and the consideration to be giveansbin exchange for them may
exceed their aggregate fair market va

* We have agreed to indemnify certain third-partytdbotors against adverse tax consequences if we teesell, in taxable
transactions, either of two of our properties together represented 14.6% of our portfolio’s atined rent as of June 30, 2004, for
a period of up to nine years, and to make up toG20llion of indebtedness available for guarangtiirese contributor:

« If we fail to qualify as a REIT for federal inconex purposes, we will be taxed as a corporationaumrdiability for certain federal,
state and local income taxes may significantlyéase, which could result in a material decreasash available for distribution to
our stockholders

Per Share
Total
Public Offering Price $ 12.0C  $240,000,00
Underwriting Discoun $ 0.7t $ 15,000,00
Proceeds, before expenses, t( $ 11.2¢  $225,000,00

The underwriters expect to deliver the shares about November 3, 200

Neither the Securities and Exchange Commissiorangistate securities commission has approved appgisved of these securities or
determined if this prospectus is truthful or cont@lény representation to the contrary is a crirhafiense.

Citigroup Merrill Lynch & Co.

Credit Suisse First Boston



UBS Investment Bank
RBC Capital Markets
KeyBanc Capital Markets
JMP Securities

The date of this prospectus is October 28, 2
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You should rely only on the information contained m this prospectus. We have not authorized anyone farovide you with different
information. You should not assume that the inform#on in this prospectus is accurate as of any datether than the date on the front
cover of this prospectus.

Dealer Prospectus Delivery Requirement

Until November 22, 2004 (25 days after the datthisf prospectus), all dealers effecting transastiarthese securities, whether or not
participating in this offering, may be requireddeliver a prospectus. This is in addition to a dealobligation to deliver a prospectus when
acting as an underwriter and with respect to unatiddments or subscriptions.
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PROSPECTUS SUMMARY

You should read the following summary together #ithmore detailed information regarding our compamd the historical and pro
forma financial statements appearing elsewheréig prospectus, including under the capt‘Risk Factors.” References in this prospectus to
“we,” “our,” “us” and “our company” refer to Digita | Realty Trust, Inc., a Maryland corporation, toget with our consolidated subsidiaries,
including Digital Realty Trust, L.P., a Marylanddited partnership of which we are the sole genpeatner and which we refer to in this
prospectus as our operating partnership. Unlesentiise indicated, the information contained in thisspectus (including debt balances
as of June 30, 2004, assumes that the underwritaey’-allotment option is not exercised and giviésogto a 1.61193 for 1.0 stock and unit
split immediately prior to the completion of thieming. Information related to the consideratiangcquire our initial properties and with

respect to uses of proceeds is estimated as @ti@pated consummation of this offering and threnfation transactions.
Digital Realty Trust, Inc.

Overview

We own, acquire, reposition and manage technerelated real estate. We target high quality, sgiatdly located properties containii
applications and operations critical to the dayly-operations of technology industry tenants. ®nant base is diversified within the
technology industry and reflects a broad spectréinegional, national and international tenants Hratleaders in their respective areas. We
expect to qualify as a REIT for federal income paxposes beginning with our initial taxable yeadliag December 31, 2004.

Upon completion of this offering and consummatiéthe formation transactions, we will own 22 prdjes located throughout the U.S.
and one property located in London, England, cairigia total of approximately 5.6 million net reliasquare feet. Our operations and
acquisition activities are focused on a limited fn@mof markets where technology tenants are coratedt including the Atlanta, Boston,
Dallas, Denver, Los Angeles, Miami, New York, PhaeSacramento, San Francisco and Silicon Valleyropalitan areas. As of June 30,
2004, our properties were approximately 87.1% léasan average annualized rent per leased squatreff$20.01. The property types within
our focus include:

» telecommunications infrastructure properties, whiotvide the infrastructure required by companiethé data, voice and wireless
communications industrie

» information technology, or IT, infrastructure profies, which provide the physical environment regdifor disaster recovery,
outsourcing and collocatiol

» technology manufacturing properties, which contaghly specialized manufacturing environments fochspurposes as disk drive
manufacturing, semiconductor manufacturing andisffggoharmaceutical manufacturing; a

» regional or national headquarters of technology mamies that are located in our target mark

Many of our properties have extensive tenant impnoents that have been installed at our tenant®resgop Unlike traditional office and
flex/research and development space, the locafianadimprovements to our facilities are generaligential to our tenants’ businesses, which
we believe results in high occupancy levels, laask terms and low tenant turnover. The tenaratiedtimprovements in our facilities are
readily adaptable for use by similar tenants.

We will pay to the entities that will contribute sell our initial properties aggregate consideratigth a value of $1,097.7 million,
consisting of $21.4 million in cash, assumptiorinofebtedness and 38,262,206 units, having a tatakvof $459.1 million based upon the
public offering price. Of this amount, we will pay
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consideration with a value of $934.3 million to quedecessor, Global Innovation Partners, LLC, bP&tners, including $2.4 million in cash,
assumption of indebtedness and 31,930,695 unitsvMWase a portion of the proceeds of this offgrie purchase 6,810,036 of these units
from the investing members of Gl Partners. Subsaioethe completion of this offering and the puasé by us of such units, Gl Partners will
own 25,120,659 units, or an approximate 46.8% @stein our company on a fully diluted basis.

Gl Partners is a private equity fund that was fairteepursue investment opportunities that interfeeteal estate and technology
industries. Gl Partners was formed in February 28f6dr a competitive six-month selection processdcated by the California Public
Employee Retirement System, or CalPERS, the latd&kstpension fund. Upon Gl Partnesglection, CalPERS provided a $500 million eq
commitment to Gl Partners to invest in technologlated real estate and technology operating busise$n addition, CB Richard Ellis
Investors, a subsidiary of CB Richard Ellis, or GBRhe largest global real estate services firrd,rmaembers of Gl Partners’ management
provided a commitment of $26.3 million.

Our Competitive Strengths

We believe we distinguish ourselves from other awnacquirors and managers of techno-related real estate through our competi
strengths, which include:

» High Quality Portfolio. ~ Our portfolio contains state-of-the-art fagdg with extensive tenant improvements. Based orent
market rents and estimated costs to construct guagrerties and their improvements, we believe ttiay could not be replicated
today on a cost-competitive basis. Many of the priigs in our portfolio are located on major aggitean points formed by the
physical presence of multiple major telecommun@aiservice providers, which reduces our tenamstscand operational risks and
increases the attractiveness of our buildii

* Presence in Key Markets Our portfolio is primarily located in 11 majoretropolitan areas, including the Boston, Dallass
Angeles, New York, San Francisco and Silicon Valigstropolitan areas, and is diversified so thabne market represents more
than 28.9% of the aggregate annualized rent opottfolio as of June 30, 200

* Long-Term Leases. We have lon-term leases with stable cash flows. As of June€804, our average lease term was in exce
12.6 years, with an average of 7.9 years remairflihgpugh 2007, leases representing only 7.9% ofietirentable square feet, or
7.8% of our aggregate annualized rent are schedolexipire. Moreover, through 2005, only 1.6% of pat rentable square feet is
scheduled to expirt

» Specialized Focus in Dynamic and Growing Industry We focus solely on technology-related realtedt@cause we believe that
the growth in the technology industry will be supeto that of the overall economy. We believe that specialized understanding of
both real estate and technology gives us a sigmficompetitive advantage over less specializedsitors. We use our in-depth
knowledge of the technology industry to identifsastgically located properties, evaluate tenameditworthiness and business
models and assess the I-term value of i-place technical improvemen

* Proven Acquisition Capability.  Since 2002, we have acquired or will acquirerupompletion of this offering and consummat
of the formation transactions an aggregate of 2B8rtelogy-related real estate properties with 5.#ioninet rentable square feet. Our
acquisition capability is driven by our broad netiwof contacts within a highly fragmented univeddesellers and brokers of
technology-related real estate. We have developtlled, standardized procedures for evaluatingiaitipns to ensure that they
meet our financial and other criteria, which allawgsto efficiently evaluate investment opportussitead, as appropriate, commit and
close quickly. More than half of our acquisitionere acquired before they were broadly marketedehyestate brokers. We intenc
continue to acquire additional technol-related real estate as a key component of our gretrategy

2
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Experienced and Committed Management Teanr  Our senior management team, including our EtkeeChairman, collectivel
have an average of over 22 years of experiendeeitechnology or real estate industries, includixgerience as investors in,
advisors to and founders of technology companies bdlieve that our senior management team’s extesiowledge of both the
real estate and the technology industries providesith a key competitive advantage. Upon comptetibthis offering, our senior
management team is expected to collectively owapgroximate 3.2% equity interest in our companydually diluted basis, which
aligns manageme’s interests with those of our stockholdt

Unique Sourcing Relationships  Upon completion of this offering, the membefsor contributors will hold a substantial indire
investment in our company, and accordingly, wecgpdite that they will continue to play an activéerdNe expect that CBRE will
assist us with obtaining property deal flow thas hat been widely marketed, and Gl Partnprivate equity investment profession
will provide additional technology industry expsgiand access to proprietary deal flow. In additiea expect that CalPERS will
provide us with introductions to potential souroéscquisitions and access to its technology ingluestperts and will be a potential
source of c-investment capita

Business and Growth Strategies

Our primary business objectives are to maximizéadnable long-term growth in earnings, funds fropeiations and cash flow per share
and to maximize returns to our stockholders. Owirmss strategies to achieve these objectives are:

Capitalize on Acquisition Opportunities. We believe that acquisitions enable us to meeecash flow and create l-term
stockholder value. Our relationships with techngltenants and real estate brokers who are deditatstving these tenants prov
us with ongoing access to potential acquisitiors @ften enable us to avoid competitive biddingatituns. Furthermore, technology-
related real estate is specialized, which makewit difficult for traditional real estate investdo understand and fosters reduced
competition for acquisitions relative to other pedy types. We believe this dynamic creates an dppity for us to obtain better
risk-adjusted returns on our capit

Maximize the Cash Flow of our Properties We aggressively manage and lease our assetsréase their cash flow. We oft
acquire properties with substantial in-place céslv find some vacancy, which enables us to creaigephrough lease-up. Our
portfolio was approximately 87.1% leased as of BMe2004, leaving approximately 720,000 squaredéret rentable space
available for lease-up. Moreover, many of our prépe contain extensive in-place infrastructuréuoitdout which may result in
higher rents when leased to tenants seeking thgz®vements. We have also implemented cost comealsures by negotiating
expense pass-through provisions in tenant leasepérating expenses and certain capital expemditlueases covering more than
95% of the leased net rentable square feet in atfgtio as of June 30, 2004 required tenants toglbor a portion of increases in
operating expenses, including real estate taxsaramce, common area charges and other expt

Convert Improved Space to Collocation Use We own approximately 181,000 net rentable sgjfeet of data center space w
extensive installed tenant improvements that isexuly, or will shortly be, available for lease.tRar than leasing such space to large
single tenants, we have and intend to continu@twert these spaces to multi-tenant collocation wié each tenant averaging
between 100 and 1,000 square feet of net rentphlees Multi-tenant collocation is a cost-effectsadution for smaller tenants who
cannot afford their own extensive infrastructurd aacurity. Because we can provide such featuregresable to lease space to tl
smaller tenants at a significant premium to ottsers,

Leverage Strong Industry Relationships We use our strong industry relationships welional and regional technology intens
companies to comprehensively identify and resporttieir real estat

3
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needs. Our leasing and sales professionals arestdé and technology industry specialists whodeaelop complex facilit
solutions for the most demanding technology ten:

Use Capital Efficiently. We have and will continue to opportunisticadbll assets. We believe that we can increase Sttt
returns by effectively redeploying asset sales @eds into new acquisition opportunities. Recentita centers have been particul
attractive candidates for sale to owner/usershasost of acquisition is usually substantially ésthan the cost to construct a new
facility. We will seek such opportunities to rea&ligrofits and r-invest our capital

Our principal executive offices are located at 2%8Md Hill Road, Suite 280, Menlo Park, Califor#025. Our telephone number at 1

location is (650) 233-3600.

19:

Summary Risk Factors

You should carefully consider the following impanrtaisks as well as the additional risks descrilpetRisk Factors” beginning on page

Our portfolio of properties consists primarily eEhnology-related real estate. A decline in thartietogy industry could lead to a
decrease in the demand for technology-relatedestate, which may have a greater adverse effestiohusiness and financial
condition than if we owned a more diversified restate portfolio

We are dependent on significant tenants that mayobty or difficult to replace, and many of oupperties are occupied by single
tenants. The loss of significant tenants could eaumaterial decrease in cash available for digidh to you.

The majority of our initial properties are beinghtributed or sold by GI Partners, an affiliateditgnfor aggregate consideration w
a value of $934.3 million, consisting of $2.4 nuhiin cash, assumption of indebtedness and 31,83W6its, having a total value of
$383.2 million based upon the public offering pri€enflicts of interest exist in connection wittetbontribution of such properties
our operating partnership. We have not obtainedaiggds of the properties and other assets to biiboted to our operating
partnership. The negotiation with Gl Partners efdbntribution of the contributed properties anttkotassets and liabilities was not
conducted at ar’s length, and the consideration to be given bywexthange for them may exceed their aggregatentaiket value

Under the contribution agreement with the thirdtypaontributors who will contribute the direct aimdlirect interests in the 200 Paul
Avenue and 1100 Space Park Drive properties tomparating partnership, we agreed to indemnify thgainst adverse tax
consequences if we were to sell, exchange or otsemlispose of these properties in a taxable tcaioseuntil the earlier of the ninth
anniversary of the completion of this offering ahd date on which these contributors (or certaingdferees) hold less than 25% of
the units of our operating partnership issued ¢ortlin the formation transactions. These properépsesented 14.6% of our
portfolio’s annualized rent as of June 30, 2004addition, under this contribution agreement, weead to make up to $20.0 million
of indebtedness available for guaranty by theséritariors which will, among other things, allow theo defer the recognition of
gain in connection with the formation transactic

We have owned our properties for a limited time dretefore our properties may have characteristickeficiencies unknown to
that could affect such propert’ valuation or revenue potentii

If we fail to qualify as a REIT for federal incortex purposes, we will be taxed as a corporationcamdiability for certain federal,
state and local income taxes may significantlyéase, which could result in a material decreasash available for distribution to
you.
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» Potential losses from fires, floods, earthquakersotist attacks or other liabilities, includinghilities for environmental matters, m
not be fully covered by our insurance policies @yrbe subject to significant deductibles. Our tésgenerally retain title to the
extensive and highly valuable technology-relategrimmements in many of our buildings, and as suetganerally required to insure
them. In the event of a casualty or other losslivimg one of our buildings with extensive install@hant improvements, our tenants
may have the right to terminate their leases ideeot rebuild the base building within prescrilbetes. In such cases, the proceeds
from the tenant’s insurance will not be availaltleis to restore the improvements, and our insuraogerage may be insufficient to
replicate the technolor-related improvements made by such ten

* Upon completion of this offering and consummatiéthe formation transactions, we anticipate thattotal consolidated
indebtedness will be approximately $510.0 milliand we may incur significant additional debt taafiee future acquisition and
development activities. Our debt service obligatianth respect to such indebtedness will reduck esailable for distribution and
expose us to the risk of defat

»  Our charter and bylaws, the Maryland General Cafon Law and the partnership agreement of ouraijpey partnership contain
provisions that may delay or prevent a change pfrobtransaction or limit the opportunity for skbmlders to receive a premium for
their common stock in such a transaction, includirgy8% limit on ownership of our common stock ar@i8% limit on ownership ¢
the value of our outstanding capital sto

» Upon completion of this offering, we will repay $2% million of a bridge loan made to Gl Partnersabyaffiliate of Citigroup Globi
Markets Inc., one of the underwriters in this afigr and will assume the remaining $8.0 millionstahding under this loan.
Additionally, affiliates of Citigroup Global Marketinc. and Merrill Lynch, Pierce, Fenner & Smitlednporated are joint lead
arrangers and joint bookrunning managers of ouecungd credit facility and we expect that affilatd one or more of our
underwriters may participate as agents or lendedguthis facility. These transactions create paeoonflicts of interest because
underwriters have an interest in the successfulptetion of this offering beyond the underwritingddunts and commissions and
financial advisory fees they will receive. Conseattle the initial public offering price recommendby the underwriters could be
higher than if such conflicts of interest did ngise.

» Our performance and value are subject to riskscéaeal with events and conditions generally appliedao owners and operators
real property that are beyond our control. Becaeaakestate investments are relatively illiquidr ahility to promptly sell one or
more properties in our portfolio in response toede changes in the performance of such propentgsbe limited, thus harming ¢
financial condition

* Our estimated initial distributions represent apprately 94.7% of our estimated initial cash avaliéefor distribution for the 1
months ending June 30, 2005. We are party to dgbeaents that contain lockbox and cash managgmevisions pursuant to
which revenues generated by properties subjectdb mdebtedness are immediately swept into anuatdor the benefit of the
lenders and are typically available to be distolito us only after the funding of reserve accotortsamong other things, debt
service, taxes, insurance, tenant improvementdeasihg commissions. If our properties do not gateesufficient cash flow, we m
be required to fund distributions from working dapbr borrowings under our new credit facilityreduce such distribution

« Differences between the book value of propertiggrdauted to our operating partnership and the eggate price paid for ot
common stock in this offering will result in an insdliate and substantial dilution in the pro formataagible book value of our
common stock equal to $6.65 per sh.
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Our Initial Portfolio

The Properties

The following table presents an overview of théi@hiportfolio of properties that we will own upa@ompletion of this offering and
consummation of the formation transactions, retetoeherein as our portfolio, based on informatsrof June 30, 2004:

Property (1)

Telecommunications Infrastructure

200 Paul Avenu
Univision Tower

Carrier Centef®

Camperdown Hous¥)
1100 Space Park Dri

36 Northeast Second Stre
VarTec Building

Information Technology Infrastructure

Hudson Corporate Cent
Savvis Data Cente

AboveNet Data Cente

Webb at LB

NTT/Verio Premier Data Cent
eBay Data Center

Brea Data Cente
AT&T Web Hosting Facility

Technology Manufacturing
Ardenwood Corporate Pa
Maxtor Manufacturing Facility

ASM Lithography Facility?)

Technology Office/Corporate Headquarters

Comverse Technology Buildir

Stanford Place |

100 Technology Center Dri
Granite Towel

Siemens Building

Portfolio Total/Weighted Average

Annualized

Net Rentable Annualized Net Effective

Met lit Percent P Annualized Rent Per Rent Per

etropoiitan Ownership Year Built/ Square Feel ercem Leased Leased
Area Renovated @ Leased Rent @) Square Foot®  Square Foot®
San Francisc 100.(% 1955/1999&200 532,23t 82.¢% $10,617,60 $ 2408 $ 28.0:
Dallas 100.( 1983 477,10 79.7 7,949,79i 20.9( 19.9¢
Los Angeles 100.( 1922/199¢ 449,25 80.5 7,484,581 20.7( 24.5%
London, UK 100.( 1983/199¢ 63,23! 100.( 4,023,97: 63.6¢4 63.64
Silicon Valley 100.( 2001 167,95: 46.€ 3,481,04 44.5] 52.3¢
Miami 100.¢ 1927/199¢ 162,14( 81.1 2,986,64. 22.7: 25.6¢
Dallas 100.( 1999 135,25( 100.( 1,352,501 10.0(¢ 10.4¢
1,987,17 80.1 37,896,13 23.81 26.2%
New York 100.( 1989/200C 311,95( 88.7 6,207,59! 22.4: 24.4¢
Silicon Valley 100.( 2000 300,00 100.( 5,580,00! 18.6( 22.0%
Silicon Valley 100.( 1987/199¢ 179,48¢ 97.1 4,259,98I 24.4F 35.7:
Dallas 100.( 1966/200C 365,44 78.€ 4,176,95! 14.4¢ 14.7¢
Silicon Valley 100.( 1982-83/2001 130,75: 100.( 3,781,201 28.9:7 31.17
Sacrament 75.0®) 1983/200¢ 62,950  100.(®  1,13322 18.0( 19.2(
Los Angeles 100.( 1981/200C 68,807 100.( 1,176,601 17.1(C 19.8¢
Atlanta 100.( 1998 250,19: 50.C 1,098,031 8.7¢ 10.5¢
1,669,59! 85.t 27,413,59 19.21 22.31
Silicon Valley 100.( 198:-86 307,65 100.( 7,580,64! 24.6¢ 25.3¢
Silicon Valley 100.¢ 1991 & 199710 183,05  100.( 3,272,93 17.8¢ 19.9:
Phoenix 100.( 2002 113,40! 100.( 2,549,16! 22.4¢ 25.52
604,11: 100.( 13,402,74 22.1¢ 23.7%
Boston 100.( 1957 & 199912 388,00( 99.7 5,891,39; 15.2: 16.11
Denver 08.(13 1982 348,57: 78.4 3,081,26 11.2¢ 11.4¢
Boston 100.( 1989/2001 197,00( 100.( 3,743,001 19.0(C 20.2(
Dallas 100.( 1999 240,15: 98.C 3,528,90! 15.0(¢ 15.41
Dallas 100.( 1999 125,53¢ 100.( 1,917,50! 15.27 17.57
1,299,26: 93.7 18,162,07. 14.91 15.7¢
5,560,14. 87.1% $96,87455 $ 20.01 $ 22.1%

I I

1) We have categorized the properties in our portfoyidheir principal use based on annualized rentvéi/er, many of our properties support multiplesu

6
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@
©)

(4)
®)

(6)
(1)
®)

©)

(10)
(1)

(12)
(13)

Net rentable square feet at a building represéetsarrrent square feet at that building under leasgpecified in the lease agreements plus manat’'s estimate of space available
for lease based on engineering drawings. Net remsgfuare feet includes tene' proportional share of common are

Annualized rent represents the annualizedthipontractual rent under existing leases asineB0, 2004. This amount reflects total basebrefdre any one-time or non-recurring
rent abatements but after annually recurring resdits and is shown on a net basis; thus, for angrtt under a partial gross lease, the expenseastapder a full gross lease, the
current year operating expenses (which may be astsras of such date), are subtracted from grassTretal abatements for leases in effect as oé By 2004 for the 12 months
ending June 30, 2005 were $852,4

Annualized rent per leased square foot represemisadized rent as computed above, divided by tte sguare footage under lease as of the same

For properties owned as of June 30, 2004ualimed net effective rent per leased square femtasents the contractual rent for leases in @aacd June 30, 2004, calculated on a
straight line basis from the date of acquisitionGdyPartners or the date the lease commencedeif [Bhis amount is shown on a net basis; thusafigrtenant under a partial gross
lease, the expense stop, or under a full grose |¢ias current year operating expenses (which reaastimates as of such date), are subtracted fross gent. This amount is further
reduced by the annual amortization of any tenapt@avement and leasing costs incurred by Gl Partioersuch leases, and is then divided by the methde square footage under
lease as of the same date. For properties acquir@dbe acquired after June 30, 2004, the sameagpip is used, except that the straight line ratuutation is as of the acquisition
date or the projected acquisition d¢

We have been granted an option to purchase thiepsoby Gl Partners, which we intend to exercisettaneously with, or shortly after, completiontbfs offering.

Rental amounts for Camperdown House were calculzsdd on the exchange rate in effect on June0B@, & $1.8126 pe£1.00.

Upon completion of this offering and consuntioraof the formation transactions, we will own %% tenancy-in-common interest in this property.iBeong in January 2005, we will
have the right to acquire the remaining 25% interethis property from a third party, which weend to exercise

As of June 30, 2004, the eBay Data Centepgnty was 100% leased to Sprint Communications GompCommencing October 1, 2004, pursuant to leas@sed into on June 1,
2004, the property will be 100% leased by two tésaeBay and Sprin

This property consists of two buildings: 1055 PAgenue was built in 1991 and 47700 Kato Road wal$ inu1997.

Upon completion of this offering and consuation of the formation transactions, we will owre tubsidiary that is party to a ground subleaserioy this property. The term of the
ground sublease expires on December 31, Z

This property consists of two buildings: 100 Quarowitt was built in 1999 and 200 Quannapowitt wastlin 1957 and has subsequently been renov.

Upon completion of this offering and consuation of the formation transactions, we will inditly own a 98% interest in a subsidiary that hahisfee simple interest in this
property. An unrelated third party will continuettold the remaining 2% interest in this subsidi

Right of First Offer Properties

In addition to its interests in the properties thvdt comprise a majority of our initial portfolidncluding our option property, Carri

Center, Gl Partners owns interests in two additivaeant technologyelated properties. The first is an 84,000 squaot data center located
Englewood, Colorado (Denver metropolitan area)thredsecond is a 129,366 square foot data centateldén Frankfurt, Germany. We will 1
acquire either of these properties in the formatiansactions and we do not have an option to psekeither of them as of the close of this
offering. However, we do have rights of first offeith respect to the sale of either of these pridgeby Gl Partners.
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Structure and Formation of Our Company

Prior to or simultaneously with the completion litoffering, we will engage in formation transaas, which are designed to consolic
the ownership of a portfolio of properties currgrdivned by Gl Partners and private investors wigonat affiliated with GI Partners into our
operating partnership, facilitate this offeringabte us to raise necessary capital to repay egigtithebtedness related to certain of the
properties in our portfolio and other obligatioaeable us to qualify as a REIT for federal incomepgurposes commencing with the taxable
year ending December 31, 2004 and preserve thgosikon of certain continuing investors. Pursuarthe formation transactions and
conjunction with this offering:

Our operating partnership will receive a contribatdf, or purchase, direct and indirect interesta portfolio of properties owned by
Gl Partners, including the Carrier Center optiooparty, in exchange for aggregate consideratioh aialue of $934.3 million,
consisting of $2.4 million in cash, assumptionrafebtedness and 31,930,695 units, having a tolizd vd $383.2 million. It will alsc
receive a contribution of, or purchase, propewied interests in properties from unaffiliated thpatties in exchange for aggregate
consideration with a value of $163.4 million, catisig of $19.0 million in cash, assumption of intiemess and 6,331,511 units,
having a total value of $76.0 millio

We will sell 20,000,000 shares of our common stioctis offering and an additional 3,000,000 shéiréise underwriters exercise
their ove-allotment option in full

Immediately following the completion of this offag, Gl Partners will make a pro rata allocationa@eordance with their respecti
interests and its constitutive documents, to #g#tors, CalPERS and Global Innovation Contribytiok€, or Gl Contributors, of
6,810,036 of the operating partnership units rezgblyy Gl Partners in the formation transactionsiffggan aggregate value of
approximately $81.7 million based on the publiedfig price of our common stock in this offeringlimediately thereafter, as part
of the formation transactions, we will purchaserfr@alPERS and Gl Contributors these operating pestip units at a price per unit
equal to the per share public offering price, fetraerwriting discounts and commissions and fimaredvisory fees. If the
underwriters exercise their over-allotment optiGh Partners will make an additional pro rata altawato CalPERS and Gl
Contributors of an aggregate number of operatimgnpeship units equal to the number of shares gotduant to such exercise, and
we will purchase such operating partnership umdgsfCalPERS and GI Contributors at a price per empital to the per share public
offering price, net of underwriting discounts amarenissions and financial advisory fees. The unitsipased by us from CalPERS
and GI Contributors will automatically convert frdimited partner interests to general partner gdes upon purchase. We structured
the transaction in this manner because certain éfa@ners’ members, CalPERS and Gl Contributoished to receive cash in
connection with the formation transactions, whitedther member did not. This structure is alscsigient with the intent of GI
Partners and its other member to not recognizétergain in connection with the formation transaics.

Upon consummation of the offering or shortly théteya our operating partnership or the prop-owning entities will use certain
the properties to be contributed by GI Partnersetmure approximately $215.0 million of new mortglgs and our operating
partnership will enter into a $200 million unsealiszedit facility under which our operating partstgp will initially borrow
approximately $31.4 millior

Our operating partnership will use a portion of tie¢ proceeds of this offering, the new mortgaga$oand borrowings under our
new unsecured credit facility to repay approxima®354.0 million of indebtedness and prepaymenafiiers, including amounts to
be repaid to an affiliate of Citigroup Global Matkénc., and will use $4.7 million to purchase temaining 25% interest in the eBay
Data Center property in early 2005. In addition,witt repay Gl Partners for approximately $4.5 ioitl loaned to us to pay costs
related to this offering and the formation traniarg.
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Richard A. Magnuson, the chief executive officetlsd advisor to Gl Partners, and Michael F. Fondt&cott E. Peterson, bc
managing directors of Gl Partners, will become etiges of our company and our operating partnershifglitional professionals
and consultants dedicated to Gl Part’ real estate business will become employees of @mpany and our operating partnersi

We will issue an aggregate of 1,490,561 vested-term incentive units and unvested options to pwel¥83,902 shares of ¢
common stock with an exercise price equal to tHaipwffering price to the Executive Chairman of cwoard of directors and our
officers and certain key employees. These Itarg: incentive units will not be transferable fopexiod of three years from the date
grant and will receive the same quarterly per distributions as common units in our operating penship, which equal per share
distributions on our common stock. Initially, lotgrm incentive units will not have full parity witbmmon units with respect to
liguidating distributions. Upon the occurrence pésified events, long-term incentive units may airee achieve full parity with
common units in our operating partnership for aligmses, and therefore accrete to an economic egjuigalent to our common
stock on a or-for-one basis

The number of units to be issued by our operatargnership in exchange for the initial propertiesswdetermined through
negotiations among us and the contributors, basgtehistorical performance, growth prospectssiage and other factors relating
to the properties contributed by the various contors. We have not obtained any recent third-papgyraisals of the properties and
other assets to be contributed to our operatintneeship or purchased by our operating partnerfghipash in the formation
transactions, or any other independent third-peatyations or fairness opinions in connection tfith formation transactions. As a
result, the consideration to be given by us fos¢hgroperties and other assets in the formatiosacions may exceed their fair
market value

Upon completion of this offering and consummatiéthe formation transactions:

Purchasers of our common stock in this offerind ain 100% of our outstanding common stock, or agjpnately 37.2% of our
common stock on a fully diluted basis, and we dithe sole general partner of our operating pestiig and will own
approximately 37.8% of the outstanding units the:

We expect to have total consolidated indebtednkeapproximately $510.0 million.
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Our Structure

The following diagram depicts our ownership streetupon completion of this offering, consummatiéthe formation transactions a
exercise of the Carrier Center option. Our opegagiartnership will own the various properties degdbelow directly or indirectly, and in
some cases through special purpose entities thateveated in connection with various financings.

Public
Stockholders
Digital Realty Trust, Inc.
(the REIT)
37.8%
Cheneral
Parmershi 47 4% GI Partners
Tnterest™" Limited
Partnership
Interest’
12.0%
Limited
Digital Realty Truost, L.P. Partmership
(our operating Ingerest Third-Party
partnership) Contributors
2.8%
Limited
100% 100% Purinership
Digital Interest™ Directors and
Services, Inc. Executive
(Mficers
(taxable REIT 36 Northeast Second Street  Comverse Technology Building
.'H.llﬂld.lﬂl‘}’] 108} Technology Center Drive eBay Data Center™
200 Paul Avenoe Granite Tower
1100 Space Park Drive Hudson Corporate Center
AboveNet Data Center Maxtor Monufactoring Facility
Ardenwood Corporate Park  NTT/Verio Premier Data Center
ASM Lithography Facility Savvis Data Center
ATET Web Hosting Facility Siemens Bulldingﬂ
Brea Data Center Stanford Mace IF'
Camperdown House' Univision Tower
Carrler Center YarTec Bullding
Webh at LEJ

(1) Reflects the purchase by us of 6,810,036 units ffeerinvestors in GI Partners immediately followmmpletion of this offering as part of the fornastitransactions

(2) Excludes shares issuable with respect to stockmgthat have been granted but are not yet exbtei

(3) Reflects limited partnership interests hefdhr officers and directors in the form of vestedg-term incentive units that will be issued impection with this offering and the
formation transaction:

(4) This property will be held through a taxable REUbsidiary.

(5) Upon completion of this offering and consuntioraof the formation transactions, we will own %% tenancy-in-common interest in this property.iBeing in January 2005, we will
have the right to acquire the remaining 25% interethis property from a third party, which weend to exercise

(6) Upon completion of this offering and consuntioraof the formation transactions, we will inditicown a 98% interest in a subsidiary that holis fiee simple interest in this property.
An unrelated third party holds the remaining 2%iast in this subsidiar
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Material Benefits to Related Parties

Upon completion of this offering or in connectioittwthe formation transactions, Gl Partners aneiotklated persons or entities will
receive material benefits, including the following:

Aggregate consideration with a value of $934.3iamill consisting of $2.4 million in cash, assumptifrndebtedness and 31,930,¢
units (with a total value of $383.2 million), inehange for the contribution or sale of its inteséstthe property entities and other
assets (including the Carrier Center option prgpefthe aggregate historical combined net tandillek value of the interests to be
contributed to us by Gl Partners was approxim&sé&ti4.6 million as of June 30, 20(

The release of recourse carve-out guarantees am@mental indemnities by Gl Partners relatedgpraximately $463.1 million of
indebtedness that will be repaid or assumed bypos sompletion of this offering and consummationhaf formation transaction

In connection with this offering, Gl Partners wiluse the property entities to make distributionGk Partners in an aggreg:
amount that we currently anticipate to be no grei@n $8.0 million. These distributions are inteddo approximate customary
commercial real estate prorations, whereby the bagd seller apportion rents, taxes, utilitiesyesed or restricted funds and other
operating expense

Immediately following the completion of this offag, Gl Partners will make a pro rata allocatioragcordance with their respecti
interests and with terms of its constitutive docatsgto its investors, CalPERS and Gl Contributof€,810,036 of the operating
partnership units received by Gl Partners in thienfdion transactions (having a total value of agjpnately $81.7 million based on
the public offering price of our common stock), aminediately thereafter, as part of the formati@msactions, we will purchase
from these investors the operating partnershipsiatibcated to them at a price per unit equal éopiér share public offering price, |
of underwriting discounts and commissions and fa@radvisory fees payable to the underwritershéf underwriters exercise their
over-allotment option, Gl Partners will make an additibpro rata allocation to CalPERS and G| Contrimgitif an aggregate numl
of operating partnership units equal to the nunafeshares sold pursuant to such exercise, and Wewrchase such operating
partnership units from CalPERS and Gl Contributdra price per unit equal to the per share pulfferiog price, net of underwritin
discounts and commissions and financial advisoeg feayable to the underwriters. The units purchbgad from CalPERS and Gl
Contributors will automatically convert from limdegoartner interests to general partner interests ypirchase by u

Our senior officers will receive material benefits;luding the following:

Richard A. Magnuson will serve as Executive Chamrofour board. Michael F. Foust will serve as Gaief Executive Officer. A.
William Stein will serve as our Chief Financial @#r and Chief Investment Officer. Scott E. Peteradl serve as our Senior Vice
President, Acquisitions. John O. Wilson will seageour Executive Vice President, Technology Infradtire. Each is party to an
employment agreement providing for salary, bonusather benefits, including the grant of lotggm incentive units of our operati
partnership and stock options, and potentiallyessvce upon a termination of employment under iceciecumstances, and
indemnification by us for certain liabilities angpenses incurred as a result of actions broughhreatened to be brought, against
them as officers
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Restrictions on Transfer

Under the partnership agreement of our operatimgn@iship, except under certain circumstances,drsldf operating partnership units
not have redemption or exchange rights for a pesfdt¥4 months and may not otherwise transfer theits for a period of 12 months following
completion of this offering. In addition, our senafficers and directors have agreed not to setitberwise transfer or encumber any shares of
our common stock or securities convertible or ergeable into our common stock (including units) ediby them at the completion of this
offering or thereafter acquired by them for a pgrd one year after the completion of this offerimighout the consent of Citigroup Global
Markets Inc. and Merrill Lynch, Pierce, Fenner &i8mnincorporated. Furthermore, our officers anediors have agreed not to sell or
otherwise transfer any long-term incentive uni@nged to them under our incentive award plan feerod of three years from the date of
grant.

Conflicts of Interest

Following the completion of this offering, therelMde conflicts of interest with respect to certaiansactions between the holders of L
in our operating partnership, including Gl Partreand certain executive officers, on the one hand,us and our stockholders, on the other.

Gl Partners and certain other contributors haveeasship interests in the properties and in the oéissets and liabilities to be contributed
to our operating partnership in the formation teant®ns, including the property subject to the @ar€enter option, and in the properties on
which we have rights of first offer. Following tkempletion of this offering and the consummationhef formation transactions, we, under the
agreements relating to the contribution of suchridts, will have contractual rights to indemnifica in the event of breaches of
representations or warranties made by Gl Partmatother contributors. In addition, GI Partnerd wiiter into a non-competition agreement
with us pursuant to which it will agree, among ottiengs, not to engage in certain business amf/ih competition with us. Richard
Magnuson, the Executive Chairman of our board dadors, is also, and will continue to be, the thiecutive officer of the advisor to Gl
Partners. He, as well as certain of our other seniecutives, have entered into employment agretswath us containing non-competition
provisions. None of these contribution, optionhtigf first offer, employment and non-competitiggreements was negotiated on an arm’s-
length basis. We may choose not to enforce, onforee less vigorously, our rights under these rouation, option, right of first offer,
employment and non-competition agreements becdusg desire to maintain our ongoing relationshighvé| Partners and the other
individuals involved.

Gl Partners will also have a conflict of interesthuse our operating partnership executed thee€&enter option and two right of first
offer agreements with entities directly or inditgaiwned by Gl Partners and it could be economydadineficial to GI Partners if the operating
partnership exercised this option or such rightsrsf offer.

An affiliate of Citigroup Global Markets Inc., ord our underwriters, is the lender under a bridggnlfacility that has been made to Gl
Partners prior to this offering and will in its @agity as a lender receive a significant portiothef proceeds of this offering in addition to the
underwriting discounts and commissions and findrazdaisory fees, reimbursement of some expensesaednnification for some liabilities
that may result from this offering. Additionallyffiiates of Citigroup Global Markets Inc. and M#ért.ynch, Pierce, Fenner & Smith
Incorporated are joint lead arrangers and joinkb@aning managers of our unsecured credit facditg we expect that affiliates of one or m
of our underwriters may participate as agentsmides under this facility. These transactions erpatential conflicts of interest because the
underwriters have an interest in the successfulptetion of this offering beyond the underwritingddounts and commissions and financial
advisory fees they will receive.
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We have adopted policies that are designed to mditeior minimize certain potential conflicts ofdrést and the limited partners of our
operating partnership have agreed that if theaecignflict between the interests of our stockhader the one hand and the limited partners on
the other, we, as general partner of our opergtatnership, will endeavor in good faith to resative conflict in a manner not adverse to either
our stockholders or the limited partners; providealyvever, that for so long as we own a controllintgrest in our operating partnership, any
conflict that cannot be resolved in a manner neeegk to either our stockholders or the limitednpens will be resolved in favor of our
stockholders. In addition, we have adopted a pakcpiring that any decision to acquire the righfirst offer properties requires the consen
a majority of our independent directors.

Restrictions on Ownership of our Stock

Due to limitations on the concentration of ownepshii REIT stock imposed by the Internal RevenueeCafd1 986, as amended, or the
Code, our charter documents generally prohibitgergon from actually or constructively owning mtran 9.8% of the outstanding shares of
our common stock and 9.8% of the value of our antding capital stock. Our charter documents, howeal@permit exceptions to be made for
stockholders provided our board of directors debeessuch exceptions will not jeopardize our tatust as a REIT.

Unsecured Credit Facility

We will enter into a $200 million unsecured revalyicredit facility with affiliates of Citigroup Glml Markets Inc. and Merrill Lynch,
Pierce, Fenner & Smith Incorporated, our joint bowoking managers for this offering, as joint leachagers and joint bookrunning managers,
prior to or contemporaneously with this offeringe\Wxpect several of the underwriters to be lendedgr this facility. We expect to draw
$31.4 million under this facility concurrently withe consummation of this offering in connectiorthithe repayment of existing indebtedness
and that a portion of this credit facility will rezim available to us pursuant to the terms of tacdlity upon the closing of this offering and the
consummation of the formation transactions. We ekfyet this credit facility may be guaranteed bytain of our subsidiaries whose
governance agreements and loan documents do restvagle prohibit such guarantees. We expect thattisecured credit facility will have a
one-year extension option. We intend to use theitcfacility, among other things, to finance theaisition of properties (potentially including
the right of first offer properties, although thegaisition of the right of first offer properties inot currently probable), provide funds for tenant
improvements and capital expenditures, and proladevorking capital and other corporate purposes. aiiticipate that the credit facility will
contain customary covenants for credit faciliti€shis type.
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Common stock offered by t

Common stock to be outstanding after this
offering

Common stock and operating partnership un
be outstanding after this offerit

Use of proceed

New York Stock Exchange symkt

This Offering

20,000,000 share

20,000,000 shards

52,942,731 shares/unitg?

We intend to use the net proceeds of this offeflagrowings under new mortgage lo:
incurred contemporaneously with or shortly aftes tiffering and borrowings under our
unsecured revolving credit facility t

repay approximately $354.0 million of existing ildedness, including prepayme
penalties

purchase operating partnership units issued inexion with the formation
transactions (having an aggregate value of apprabeily $81.7 million based on the
public offering price) from the investors in Gl Baars at a price per unit equal to
per share public offering price, net of underwgtliscounts and commissions and
financial advisory fees, or $76.0 million in thegaggate

acquire the 75% and 25% interests in the eBay Datder property for a total
purchase price of $14.3 millio

pay $15.0 million of the consideration to acquhre 200 Paul Avenue and 11
Space Park Drive propertie

repay Gl Partners for approximately $4.5 millioared to us for transaction
expenses related to this offering and the formatiansactions; an

fund general working capital and potentially todunture acquisitions

If the underwriters exercise their over-allotmeption, we will purchase additional units
from the investors in Gl Partners in an amount etputhe number of shares sold
pursuant to such exercise, at a price per unitleqube per share public offering price,
net of underwriting discounts and commissions amanicial advisory fees, for an
aggregate of $33.5 million, assuming exercise efuhderwriters’ over-allotment option
in full.

DLR

(1) Excludes 3,000,000 shares issuable upon isgen€ the underwriters’ over-allotment option, #1639 shares available for future issuance undeingentive award plan and 783,902
shares underlying options granted under our inceratward plan

(2) Includes 31,452,170 units held by limitedtpars expected to be outstanding following consutiunaf the formation transactions and 1,490,564te® long-term incentive units to be
granted under our incentive award plan that in easle may, subject to limits in the partnershigagrent for our operating partnership, be exchafmecash or, at our option, shares
of our common stock on a c-for-one basis generally commencing 14 months aftedale of this prospectu

14



Table of Contents

Dividend Policy

We intend to pay regular quarterly dividends tadleo$ of our common stock. We intend to pay a pt@ davidend with respect to the
period commencing on the completion of this offgrand ending December 31, 2004, based on $0.2437&hare for a full quarter. On an
annualized basis, this would be $0.975 per shar@n @annual distribution rate of approximately 8.ké&sed on the public offering price. We
expect to pay our first dividend in 2005; accordingone of these distributions will represent aune of capital for the tax period ending
December 31, 2004. We estimate that our initiabahdistribution rate will represent approximat@H.7% of estimated cash available for
distribution for the 12 months ending June 30, 2008 established this distribution rate based wgoestimate of cash available for
distribution after this offering, which we have @alted based on adjustments to our pro formangee before minority interests for the year
ended December 31, 2003. We have estimated cagatdedor distribution for the sole purpose ofe@hining our initial distribution amount.
Our estimate of cash available for distributioniddaot be considered as an alternative to cashfflom operating activities (determined in
accordance with accounting principles generallyeptad in the United States of America, or GAAPaasndicator of our liquidity or our
ability to pay dividends or make other distribusoiVe intend to maintain our initial distributioate for the 12-month period following
completion of this offering unless actual resulteperations, economic conditions or other factbffer materially from the assumptions used
in our estimate. Dividends and other distributiomsde by us will be authorized and determined bybmard of directors in its sole discretion
out of funds legally available therefor and will ependent upon a number of factors, includingictistins under applicable law and the caj
requirements of our company. We believe that otimege of cash available for distribution consttut reasonable basis for setting the initial
dividend; however, we cannot assure you that tlimate will prove accurate, and actual distribusionay therefore be significantly different
from the expected distributions. If we have undémested our cash available for distribution, we magd to increase our borrowings in order
to fund our intended distributions. We expect astributions to be greater than net income undeABMAecause of non-cash expenses
included in net income. We do not intend to redieeexpected distribution per share if the undeessiexercise their over-allotment option.

Our Tax Status

We intend to elect to be taxed as a REIT underi@excB56 through 860 of the Code, commencing withtaxable year ending Decem
31, 2004. We believe that our organization and psed method of operation will enable us to meetelqeirements for qualification and
taxation as a REIT for federal income tax purpo$esmaintain REIT status, we must meet a numbergédnizational and operational
requirements, including a requirement that we alydéstribute at least 90% of our net taxable imeoto our stockholders, excluding net
capital gains. As a REIT, we generally will notduject to federal income tax on REIT taxable ineame currently distribute to our
stockholders. If we fail to qualify as a REIT inyataxable year, we will be subject to federal ineotax at regular corporate rates. Even if we
qualify for taxation as a REIT, we may be subjectame federal, state and local taxes on our inaampeoperty and the income of our taxable
REIT subsidiaries will be subject to taxation atmal corporate rates.
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Summary Selected Financial Data

The following table sets forth summary selectedfficial and operating data on a combined histobiaais for the “Digital Realty
Predecessor.” The Digital Realty Predecessor ipcised of the real estate activities and holdingSldPartners related to the properties in our
portfolio. We have not presented historical infotima for Digital Realty Trust, Inc. because we hae¢ had any corporate activity since our
formation other than the issuance of shares of comstock in connection with the initial capitalizat of our company and because we bel
that a discussion of the results of Digital Redltyst, Inc. would not be meaningful. The DigitaldRg Predecessor combined historical
financial information includes:

» the wholly owned real estate subsidiaries and ritgjorvned real estate joint ventures that Gl Pagiimtends to contribute to our
operating partnership in connection with this affgr

» an allocation of Gl Partne’ line of credit to the extent that borrowings anldted interest expense relate to (1) borrowing
partially fund acquisitions of the properties irr portfolio and (2) borrowings to pay asset managinfees paid by Gl Partners that
were allocated to the properties in our portfodind

» an allocation of the asset management fees paiddtated party and incurred by Gl Partners, aloitiy an allocation of the liabilit
for any such fees that are unpaid as of the datieedinancial statements and an allocation of &trrers’ general and administrative
expenses

You should read the following summary selectedrfgial data in conjunction with our combined histaticonsolidated financial
statements and the related notes and with “Managesreiscussion and Analysis of Financial Condisand Results of Operations,” which
are included elsewhere in this prospectus.

The historical combined balance sheet informat®ofeDecember 31, 2003 and 2002 of the Digital feRdedecessor and the combined
statements of operations information for the y¢aes ended and for the period from February 281Z0@&eption) through December 31, 2001
of the Digital Realty Predecessor have been deffnaed the historical combined financial statememddited by KPMG LLP, independent
registered public accounting firm, whose reportwéspect thereto is included elsewhere in thisgeotus. The historical combined balance
sheet information as of June 30, 2004 and DeceBhe2001 and the combined statements of operaitidmignation for the six months ended
June 30, 2004 and 2003 have been derived fromrtaedited combined financial statements of the Bidealty Predecessor. In the opinior
the management of our company, the historical coatbbalance sheet information as of June 30, 2004hee historical combined statements
of operations for the six months ended June 304 20@ 2003 include all adjustments (consistingrdy @ormal recurring adjustments)
necessary to present fairly the information sethftlerein. Our results of operations for the imeperiod ended June 30, 2004 are not
necessarily indicative of the results to be obtdifoe the full fiscal year.

Our unaudited summary selected pro forma conseliifithancial statements and operating informat®nfaand for the six months end
June 30, 2004 and for the year ended Decembei0BB, &sume completion of this offering and consutitmaf the formation transactions as
of the beginning of the periods presented for therating data and as of the stated date for trenbalsheet data. Our pro forma consolidated
financial statements include the effects of theu&ition by us of the properties acquired or expddb be acquired subsequent to June 30,
along with the related financing transactions @hdke acquisitions and financing transactionsdwdrred as of the beginning of the period
presented for the operating data and as of thedstidte for the balance sheet data. Our pro foimaadial information is not necessarily
indicative of what our actual financial positiondaresults of operations would have been as of #te and for the periods indicated, nor does it
purport to represent our future financial positarresults of operations.
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The Company and the Digital Realty Predecessor
(Amounts in thousands, except per share data)

Period from
February 28,
2001
(inception)
through
December 31
Six Months Ended June 30, Year Ended December 31,
Pro Forma Pro Forma
Consolidatec Consolidatec L
Historical
Historical Combined Historical Combined Combined
2004 2004 2003 2003 2003 2002 2001
(Unaudited) (Unaudited) (Unaudited)
Statement of Operations Data:
Rental revenue $ 60,54¢ $ 34,46. $ 22,29¢ $ 118,88. $ 50,09¢ $ 21,20¢ $ —
Tenant reimbursemen 11,18( 5,397 4,317 22,28¢ 8,661 3,89« —
Other revenue 2,32( 1,71z 4,22z 6,01¢ 4,32¢ 45¢ 12
Total revenue 74,04¢ 41,57( 30,831 147,18! 63,08¢ 25,55t 12
Rental property operating and maintenance expe 12,427 6,28¢ 3,63¢ 22,95 8,62¢ 4,997 —
Property taxe 5,83¢ 3,83: 2,41¢€ 11,01 4,68¢ 2,75¢ —
Insurance 1,23( 562 20¢ 2,27¢ 62€ 83 —
Interest expens 14,89¢ 7,87¢ 4,09¢ 29,78¢ 10,09: 5,24¢ —
Asset management fees to related p — 1,59:¢ 1,592 — 3,18t 3,18t 2,662
Depreciation and amortization expel 22,06¢ 12,21¢ 7,187 43,47 16,29¢ 7,65¢ —
General and administrative expen 20,18¢ 157 43 22,44¢ 32¢ 24¢ —
Other expense 2,58¢ 2,54( 2,48( 2,69¢ 2,45¢ 1,24¢ 107
Total expense 79,23 35,06¢ 21,66: 134,65: 46,297 25,42¢ 2,77
Income (loss) before minority interests (defi (5,185 6,501 9,17¢ 12,53: 16,79: 12¢ (2,75¢%)
Minority interests (deficit (3,23)) (56) 73 7,791 14¢ 19C —
Net income (loss $ (1959 $ 6551 $ 9,101 $ 4,73t $ 16,64: $ 61 $ (2,75¢)
Balance Sheet Data (at period end)l)
Investments in real estate, after accumulated digtien and amortizatio 780,21. $582,73 $ — $ — $391,73° $212,00¢ $ —
Total asset 1,000,47 731,23 — — 479,69¢ 269,83¢ 1,89:
Notes payable under line of cre 31,44( 75,317 — — 44,43¢ 53,00( —
Notes payable under bridge lo 7,95( 99,50( — — — — —
Mortgages and other secured lo. 470,62t 299,07¢ — — 253,42¢ 103,56( —
Total liabilities 559,87: 509,68: — — 328,30: 183,52: 90z
Minority interests 274,20! 3,25( — — 3,44¢ 3,13¢ —
Stockholder' /owner's equity 166,39! 218,30: — — 147,95: 83,177 99C
Total liabilities and stockholde’/owner' s equity 1,000,47 731,23 — — 479,69¢ 269,83t 1,89¢
Per Share Data:
Pro forma earnings (loss) per st—basic and dilute: $ (0.10 — — $ 0.24 — — —
Pro forma weighted average common shares outsg—basic and dilute 20,00( — — 20,00( — — —
Other Data:
Funds from operatior¢) 16,89 — — 3 56,00" — — —
Cash flows from
Operating activitie: — $ 15,00¢ $ 13,34 — $ 2898 $ 964t $ (1,867%)
Investing activities — (227,74) (107,130) — (215,267) (164,75Y) (1,887)
Financing activitie: — 211,83 92,22t — 187,87: 158,68t 3,74¢

(1) Balance sheet data as of December 31, 2001 is itedL

(2) We calculate funds from operations, or FFOadcordance with the standards established bifalienal Association of Real Estate Investment ®&usr NAREIT. FFO represents net
income (loss) (computed in accordance with accagntrinciples generally accepted in the Unitede3taf America, or GAAP), excluding gains (or logfesm sales of property, real
estate related depreciation and amortization (eketuamortization of deferred financing costs) aftér adjustments for unconsolidated partnershigisjaint ventures. Management
uses FFO as a supplemental performance measungseeaaexcluding real estate related depreciatiat
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amortization and gains and losses from properfyadigions, it provides a performance measure taén compared year over year, captures trendscinpamcy rates, rental rates and
operating costs. We also believe that, as a widslggnized measure of the performance of REITs, WHibe used by investors as a basis to compar®perating performance with
that of other REITs. However, because FFO excldégseciation and amortization and captures nettreechanges in the value of our properties thatiré®m use or market
conditions nor the level of capital expenditured Basing commissions necessary to maintain theatipg performance of our properties, all of whiedve real economic effect and
could materially impact our results from operatiaie utility of FFO as a measure of our perforneaisdimited. Other equity REITs may not calculgfO in accordance with the
NAREIT definition and, accordingly, our FFO may i@ comparable to such other RE' FFO. Accordingly, FFO should be considered ordyassupplement to net income as a
measure of our performance. FFO should not be asedmeasure of our liquidity, nor is it indicatfefunds available to fund our cash needs, inclgdiur ability to pay dividends or
make distributions. FFO also should not be usealagplement to or substitute for cash flow frorerating activities computed in accordance with GAARe following table sets
forth a reconciliation of our pro forma funds fraperations for the periods presented (in thousa

Pro Forma
Six Months

Ended Year

June 30, 200 Ended
December 31, 20C

Pro forma income (loss) before minority interesoperating partnership but after minority interiest

consolidated joint venture $ (5,177) $ 12,53:
Plus: pro forma real estate depreciation and agatitin 22,06t 43,47
Pro forma funds from operatioﬁ'@ $ 16,89¢ $ 56,00¢
I L]

(@) Pro forma funds from operations as set fakibve includes $17.9 million of compensation expeetated to fully-vested long-term incentive umjtanted in connection with
this offering and the formation transactions fa freriods presente
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RISK FACTORS

Investment in our common stock involves risksdifitaon to other information contained in this ppestus, you should carefully consii
the following factors before acquiring shares of oammon stock offered by this prospectus. Therosece of any of the following risks might
cause you to lose all or a part of your investm&atme statements in this prospectus, includingstants in the following risk factors,
constitute forward looking statements. Please rafghe section entitled “Forward Looking Statengeht

Risks Related to Our Business and Operations
Our properties depend upon the technology industnand the demand for technology-related real estate.

Our portfolio of properties consists primarily eEhnology-related real estate. A decline in thartetogy industry could lead to a
decrease in the demand for technologhated real estate, which may have a greater sg\effect on our business and financial conditiamtit
we owned a more diversified real estate portfdli@ are susceptible to adverse developments irettmblogy industry (such as business
layoffs or downsizing, industry slowdowns, relooas of businesses, costs of complying with govemmegulations or increased regulation
and other factors) and the technology-relatedestite market (such as oversupply of or reducedwdérfor space). In addition, the rapid
development of new technologies or adoption of melustry standards could render many of our tenantsent products and services
obsolete or unmarketable and contribute to a domritutheir businesses, increasing the likelihobd default under their leases or that they
become insolvent or file for bankruptcy.

We depend on significant tenants, and many of ourrpperties are single-tenant properties or are curratly occupied by single tenants.

As of June 30, 2004, the 20 largest tenants irpoaperty portfolio represented approximately 74 dRihe total annualized rent genere
by our properties. Our largest tenants by annudlizat are Savvis Communications and Qwest Commatiaits. Savvis Communications
leased 588,359 square feet of net rentable spaaeJase 30, 2004, representing approximately 1206%e total annualized rent generated by
our properties. Qwest Communications leased 260s443are feet of net rentable space as of June0Bd, 2epresenting approximately 7.9%
the total annualized rent generated by our progeertn addition, ten of our properties are occupigdingle tenants. Our tenants may
experience a downturn in their businesses, whichweaken their financial condition and result ieitHailure to make timely rental payments
or their default under their leases. In the evértny tenant default, we may experience delaysifareing our rights as landlord and may incur
substantial costs in protecting our investment.

The bankruptcy or insolvency of a major tenant atsry adversely affect the income produced by copgrties. If any tenant becomes a
debtor in a case under the federal Bankruptcy Cedesannot evict the tenant solely because of &mktuptcy. In addition, the bankruptcy
court might authorize the tenant to reject and teate its lease with us. Our claim against thenéf@ unpaid, future rent would be subject to
a statutory cap that might be substantially leas the remaining rent actually owed under the lelaseither case, our claim for unpaid rent
would likely not be paid in full. Currently, onenant, Universal Access Global Holdings Inc., legsipproximately 22,562 square feet of net
rentable space, is in bankruptcy. Since we acqutedirst building in January 2002, 14 tenantsim buildings leasing approximately 474,000
square feet of net rentable space concluded battyrppoceedings. Of the 14 tenants, 8 tenantsrigagiproximately 370,000 square feet of
net rentable space paid rent to us on an uninteEdupasis and affirmed their leases. Of the apprately 104,000 square feet of net rentable
space that was rejected and terminated, we haghsed approximately 21,000 square feet as of tieeodshis prospectus.

Our revenue and cash available for distributiopdo could be materially adversely affected if afipir significant tenants were to
become bankrupt or insolvent, or suffer a downtartiheir business, or fail to renew their leasealladr renew on terms less favorable to us
than their current terms.
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Our portfolio of properties depends upon local ecoomic conditions and is geographically concentrateth certain locations.

Our properties are located only in the Atlanta,tBosDallas, Denver, London, Los Angeles, MiamiyN¢éork, Phoenix, Sacramento,
San Francisco and Silicon Valley metropolitan ar¥és are dependent upon the local economic comditio these markets, including local |
estate conditions. Many of these markets have experd downturns during the recent recession. @erations may also be affected if too
many competing properties are built in any of thmsekets. If there is a downturn in the economgrig of these markets, our operations and
our revenue and cash available for distributiopdo could be materially adversely affected. We camssure you that these markets will grow
or will remain favorable to the technology industry

In addition, our initial portfolio is geographicaltoncentrated in the Boston, Dallas, Los Angelesy York, San Francisco and Silicon
Valley metropolitan markets. These markets comgr&s8%, 19.5%, 8.9%, 6.4%, 11.0% and 28.9%, resmdyt of annualized rent as of June
30, 2004 of the properties comprising our initiatgfolio. As such, positive or negative changesonditions in these markets in particular will
impact our overall performance.

We have not obtained appraisals of the propertiesiiconnection with this offering and the consideratin given by us in exchange for
them may exceed their fair market value.

The majority of our initial properties (includinge Carrier Center option property) are being cbntgd or sold by Gl Partners, an
affiliated entity, for aggregate consideration watlalue of $934.3 million, consisting of $2.4 iaifl in cash, assumption of indebtedness and
31,930,695 units, having a total value of $383.Rioni based upon the public offering price. CortBiof interest exist in connection with the
transactions in which these properties are beimgribaited to our operating partnership. We haveoldained appraisals of the properties and
other assets to be contributed to our operatintneeship, nor any independent third-party valuationfairness opinions in connection with the
formation transactions. The negotiation with GltRers of the contributions of the contributed pmtipe was not conducted at arm’s length.
The initial public offering price of our common stowas determined in consultation with the undeevsi. Among the factors that were
considered were our record of operations, our mamagt, our estimated net income, our estimatedsfénoen operations, our estimated cash
available for distribution to you, our anticipatéi#gidend yield, our growth prospects, the currearket valuations, financial performance and
dividend yields of publicly traded companies coesétl by us and the underwriters to be comparahie tnd the current state of the
commercial real estate industry and the econonayvalsole. The initial public offering price does metcessarily bear any relationship to our
book value or the fair market value of our ass&ssa result, the consideration to be given by usichange for the contribution of properties
and other assets and liabilities in the formatr@ansactions may exceed the fair market value cfetipeoperties and assets and liabilities.

The terms of the Carrier Center option agreemeattlaa terms of the right of first offer agreemematited to the Denver and Frankfurt
properties also were not determined by arm’s-lemgtotiations, and such terms may be less favotahie than those that may have been
obtained through negotiations with third parti¢snay never become economically attractive to égerour operating partnership’s rights of
first offer with respect to Gl PartneSenver and Frankfurt properties based upon the fioianulas set forth in such agreements. Our oipe
partnership’s rights of first offer on the Denveda-rankfurt properties expire on the date th#tésearlier of five years following completion
of this offering, the completion of the dissolutiand winding up of GI Partners and the time Gl Rat no longer owns the subject property.
Thereafter, GI Partners could manage, own and tgetech properties in competition with us or dedinh to a competitor without restriction.
addition, the rights of first offer on the DenverdaFrankfurt properties expire if our operatingtparship declines to exercise its respective
right and the property is sold to a third partyhiit180 days.
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We have owned our properties for a limited time.

Upon completion of this offering and consummatiéthe formation transactions, we will own 22 prdjes located throughout the U.S.
and one property located in London, England, cairigia total of approximately 5.6 million net reliasquare feet. All the properties have
been under our management for less than three,y@ats 2 of the properties have been owned fortkessone year. The properties may have
characteristics or deficiencies unknown to us tloald affect such properties’ valuation or revepaoeential. There can be no assurance that the
operating performance of the properties will natloie under our management.

We may have difficulty internalizing our asset mangement and accounting functions.

A significant portion of the asset management ategal and administrative functions of our predsaewere performed by Gl Partners’
related-party asset manager, an affiliate of CEh&id Ellis Investors. Such affiliate currently afgovides all of our accounting and financial
reporting services. In the months following comigletof this offering and consummation of the forioattransactions, our asset management
function will be internalized and we will underta&tecounting and financial reporting obligations aady out the majority of our general and
administrative functions directly. We cannot assoe that we will successfully internalize thesedtions on the anticipated timetable or
without incurring unanticipated costs. We have edénto a transition services agreement with CéhRid Ellis Investors, pursuant to which
CB Richard Ellis Investors will provide us with tigitional accounting and other services for anrimeeriod that we anticipate will last
through the first fiscal quarter of 2005.

We have no operating history as a REIT or a publicompany.

We were formed in March 2004 and have no operdtisipry as a REIT or a public company. We cannstigsyou that our past
experience will be sufficient to successfully ogeraur company as a REIT or a public company. Faila maintain REIT status would have
adverse effect on our cash available for distriduto you.

Tax protection provisions on certain properties cold limit our operating flexibility.

In connection with the formation transactions, vaedragreed with the third-party contributors whdl @ontribute the direct and indirect
interests in the 200 Paul Avenue and 1100 Spade@tare properties to indemnify them against adedesx consequences if we were to sell,
convey, transfer or otherwise dispose of all or postion of these interests, in a taxable traneacin these properties. However, we can sell
these properties in a taxable transaction if wethaycontributors cash in the amount of their takilities arising from the transaction and tax
payments. The 200 Paul Avenue and 1100 Space Rask properties represented 14.6% of our portfslanualized rent as of June 30, 2004.
These tax protection provisions apply for a pegggdiring on the earlier of the ninth anniversaryh® completion of this offering and the date
on which these contributors (or certain transférbesd less than 25% of the units issued to thethéformation transactions. Although it may
be in our stockholders’ best interest that we &glioperty, it may be economically disadvantagdouss to do so because of these obligations.
We have also agreed to make up to $20.0 milliodedit available for these contributors to guaranfée.agreed to these provisions in order to
assist these contributors in preserving their t@sitfipn after their contributions.

Potential losses may not be covered by insurance.

Upon completion of this offering, we plan to cacgmprehensive liability, fire, extended coveragetteuake, business interruption and
rental loss insurance covering all of the propsriieour portfolio under a blanket policy. We vg#lect policy specifications and insured limits
which we believe to be appropriate and adequatendive relative risk of loss, the cost of the cagerand industry practice. We will not carry
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insurance for generally uninsured losses suchsasftom riots, war, terrorist attacks or acts oiG®ome of our policies, like those covering
losses due to floods, will be insured subjectrdthtions involving large deductibles or co-paynseand policy limits which may not be
sufficient to cover losses. Some of the propestiesvill own are located in California, an area espiy subject to earthquakes. Together, tt
properties represented approximately 50.0% of ouf@io’s annualized rent as of June 30, 2004. M/hie will carry earthquake insurance on
our properties, the amount of our earthquake imag@&overage may not be sufficient to fully coweskes from earthquakes. In addition, we
may discontinue earthquake or other insurance oresw all of our properties in the future if thestof premiums for any of these policies
exceeds, in our judgment, the value of the coveralggive to the risk of loss.

In addition, many of our buildings contain extersand highly valuable technology-related improvetseldnder the terms of our leases,
tenants generally retain title to such improvemanis are obligated to maintain adequate insurameerage applicable to such improvements
and under most circumstances use their insurammoeeds to restore such improvements after a cgstrathe event of a casualty or other loss
involving one of our buildings with extensive inggd tenant improvements, our tenants may haveidgine to terminate their leases if we do
rebuild the base building within prescribed timessuch cases, the proceeds from the tesamsurance will not be available to us to restbe
improvements, and our insurance coverage may lbéficient to replicate the technology-related impements made by such tenant.

If we or one or more of our tenants experiencessa Which is uninsured or which exceeds policytBmive could lose the capital inves
in the damaged properties as well as the antiagipfatere cash flows from those properties. In @dditif the damaged properties are subject to
recourse indebtedness, we would continue to béeliap the indebtedness, even if these properter®wreparably damaged.

Payments on our debt reduce cash available for digbution to you and may expose us to the risk of dault under our debt obligations.

Upon completion of this offering and consummatiéthe formation transactions, we anticipate thattotal consolidated indebtedness
will be approximately $510.0 million, and we maygum significant additional debt to finance futuegaisition and development activities.
Prior to or concurrently with the completion ofghiffering, we intend to enter into an unsecuredli¢facility. In addition, under our
contribution agreement with respect to the 200 Rarehue and 1100 Space Park Drive properties, we hgreed to make available for
guarantee up to $20.0 million of indebtedness aag emter into similar agreements in the future.

Payments of principal and interest on borrowingy teave us with insufficient cash resources to afgeour properties or to pay the
dividends currently contemplated or necessary tmtaia our REIT qualification. Our level of debtdathe limitations imposed on us by our
debt agreements could have significant adverseecuesices, including the following:

» our cash flow may be insufficient to meet our reediprincipal and interest paymer
* we may be unable to borrow additional funds as eéex on favorable terms;

* we may be unable to refinance our indebtednessirity or the refinancing terms may be less fabteahan the terms of o
original indebtednes!

* Dbecause a significant portion of our debt beaerést at variable rates, increases in interess raeld materially increase our interest
expense

* we may be forced to dispose of one or more of oopgrties, possibly on disadvantageous te

* we may default on our obligations and the lendermmartgagees may foreclose on our properties oirgerests in the entities that
own the properties that secure their loans andve@ assignment of rents and lea:

* we may violate restrictive covenants in our loaoutoents, which would entitle the lenders to acetéeour debt obligations; and
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» our default under any one of our mortgage loank wiibss default provisions could result in a defanlother indebtednes

If any one of these events were to occur, our firdrcondition, results of operations, cash floaslt available for distribution to you, per
share trading price of our common stock and ouitald satisfy our debt service obligations coblel materially adversely affected.
Furthermore, foreclosures could create taxablenmewithout accompanying cash proceeds, a circurostahich could hinder our ability to
meet the REIT distribution requirements imposedhgyCode.

We may be unable to identify and complete acquisitns and successfully operate acquired properties.
We continually evaluate the market of availablepemties and may acquire technology-related reate@sthen opportunities exist. Our

ability to acquire properties on favorable termd anccessfully operate them may be exposed totlosving significant risks:

» potential inability to acquire a desired propergchuse of competition from other real estate ireswith significant capita
including both publicly traded REITs and institutad investment fund:

» even if we are able to acquire a desired propedgpetition from other potential acquirors may figantly increase the purchase
price;

» even if we enter into agreements for the acquisitibtechnolog-related real estate, these agreements are subjegstomar
conditions to closing, including completion of diiigence investigations to our satisfacti

* we may be unable to finance the acquisition onrabie terms or at al
* we may spend more than budgeted amounts to makssay improvements or renovations to acquirederti@s;

* we may be unable to quickly and efficiently inteégraew acquisitions, particularly acquisitions oftfolios of properties, into ot
existing operations, and as a result our resultpefations and financial condition could be adelgraffected

» acquired properties may be subject to reassessmbith) may result in higher than expected tax paysie
* market conditions may result in higher than expetEcancy rates and lower than expected rentad; rate

* we may acquire properties subject to liabilitied anthout any recourse, or with only limited receeyrwith respect to unknown
liabilities such as liabilities for clean-up of usdosed environmental contamination, claims bytgs, vendors or other persons
dealing with the former owners of the propertied alaims for indemnification by general partneiisectors, officers and others
indemnified by the former owners of the propert

If we cannot finance property acquisitions on fale terms, or operate acquired properties to maefinancial expectations, our
financial condition, results of operations, casiwf] cash available for distribution to you, perrehading price of our common stock and
ability to satisfy our debt service obligations ltbbe materially adversely affected.

We may be unable to source off-market deal flow ithe future.

A key component of our growth strategy is to comirto acquire additional technology-related retdtes To date, more than half of our
acquisitions were acquired before they were widedyketed by real estate brokers, or “off-marketdgerties that are acquired off-market are
typically more attractive to us as a purchaser beeaf the absence of a competitive bidding enwiremt, which could potentially lead to
higher prices. We obtain access to off-market leal from numerous sources, including CalPERS aB&RE. CBRE has assisted us in
acquiring three of our properties in off-marketsactions . CalPERS and CBRE will reduce theirrgai
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interests in us in connection with this offeringdaCalPERs and/or CBRE may further dispose of thé&érests in us in the future. We cannot
assure you that CalPERs or CBRE will continue ®isasis with obtaining off-market deal flow in theure. If we cannot obtain off-market
deal flow in the future, our ability to locate aadquire additional properties at attractive pricesld be adversely affected.

We face significant competition, which may decreaser prevent increases of the occupancy and rentahtes of our properties.

We compete with numerous developers, owners anctops of real estate, many of which own propesiesilar to ours in the same
submarkets in which our properties are locatedutfcompetitors offer space at rental rates beloment market rates, or below the rental rates
we currently charge our tenants, we may lose piatielehants and we may be pressured to reducesatalrates below those we currently
charge in order to retain tenants when our tendedses expire. As a result, our financial conditi@sults of operations, cash flow, cash
available for distribution to you, per share trafprice of our common stock and ability to satisty debt service obligations could be
materially adversely affected.

We may be unable to renew leases, lease vacant spacre-lease space as leases expire.

As of June 30, 2004, leases representing 0.9% a1 6f the square footage of the properties inpmuitfolio were scheduled to expire in
the remainder of 2004 and 2005, respectively, anddalitional 12.9% of the square footage of theertes in our portfolio was available. We
cannot assure you that leases will be renewedadiotlr properties will be re-leased at net effectental rates equal to or above the current
average net effective rental rates. If the rergtds for our properties decrease, our existingitsrdo not renew their leases or we do not re-
lease a significant portion of our available spaice space for which leases are scheduled to expirdinancial condition, results of operatic
cash flow, cash available for distribution to ypey share trading price of our common stock andability to satisfy our debt service
obligations could be materially adversely affected.

Our growth depends on external sources of capital lich are outside of our control.

In order to maintain our qualification as a REITe are required under the Code to annually distilatifeast 90% of our net taxable
income, determined without regard to the dividepalisl deduction and excluding any net capital gaimddition, we will be subject to income
tax at regular corporate rates to the extent tleatlistribute less than 100% of our net taxablermeadncluding any net capital gains. Because
of these distribution requirements, we may notlide o fund future capital needs, including anyessary acquisition financing, from opera
cash flow. Consequently, we rely on thjpdrty sources to fund our capital needs. We mayaatble to obtain the financing on favorable te
or at all. Any additional debt we incur will incre&our leverage. Our access to third-party sowfteapital depends, in part, on:

» general market condition

» the market’s perception of our growth potential,
» our current debt level:

» our current and expected future earnings;

» our cash flow and cash distributions; ¢

» the market price per share of our common stock.

If we cannot obtain capital from thinglarty sources, we may not be able to acquire celdpyproperties when strategic opportunities €
satisfy our debt service obligations or make thehddistributions to our stockholders necessarydmtain our qualification as a REIT.
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Our unsecured credit facility will restrict our ability to engage in some business activities.

We anticipate that our unsecured credit facilitf @dntain customary negative covenants and othantial and operating covenants t
among other things:

» restrict our and our subsidiar’ ability to incur additional indebtedne:
» restrict our and our subsidiaries’ ability to malestain investments;

» restrict our and our subsidiar ability to merge with another compar
» restrict our and our subsidiaries’ ability to cesahcur or assume liens;
» restrict our ability to make distributions to otlockholders

* require us to maintain financial coverage ratiogl a

e require us to maintain a pool of unencumbered asggiroved by the lende

These restrictions could cause us to default orunsecured credit facility or negatively affect aperations and our ability to make
distributions to our stockholders.

Joint venture investments could be adversely affeetl by our lack of sole decision-making authority, or reliance on co-venturers’
financial condition and disputes between us and owro-venturers.

We may co-invest in the future with third partiesough partnerships, joint ventures or other egtjtacquiring norcontrolling interests i
or sharing responsibility for managing the affaif& property, partnership, joint venture or otéetity. In such event, we would not be in a
position to exercise sole decision-making authaetyarding the property, partnership, joint venturether entity. Investments in partnerships,
joint ventures, or other entities may, under cartdicumstances, involve risks not present wetdrd party not involved, including tr
possibility that partners or co-venturers mightdrae bankrupt or fail to fund their share of reqdicapital contributions. Partners or co-
venturers may have economic or other businessesteor goals which are inconsistent with our lessrinterests or goals, and may be in a
position to take actions contrary to our policie®bjectives. Such investments may also have thengal risk of impasses on decisions, such
as a sale, because neither we nor the partnereerdarer would have full control over the parttdgpsor joint venture. Disputes between us
and partners or ceenturers may result in litigation or arbitratidrat would increase our expenses and prevent oigecdfand/or directors fro
focusing their time and effort on our business. $&muently, actions by or disputes with partnersosventurers might result in subjecting
properties owned by the partnership or joint vemtoradditional risk. In addition, we may in centaircumstances be liable for the actions of
our third-party partners or co-venturers. We wélek to maintain sufficient control of such entitiegpermit them to achieve our business
objectives.

Upon completion of this offering, we will own a 75%nancy-in-common interest in the eBay Data Cemtgperty and an unrelated third
party will hold the remaining 25% of the tenancyemmmon. Although we have the right to manage arettithe eBay Data Center property’s
operations, including financing, sale or excharmge,rights to incur indebtedness or sell the priypender the cdenancy agreement are limi
in certain circumstances.

Our success depends on key personnel whose contidwgervice is not guaranteed.

We depend on the efforts of key personnel, padityMichael Foust, our Chief Executive Officer, William Stein, our Chief Financial
Officer and Chief Investment Officer, and ScottdPsbn, our Senior Vice President, Acquisitions. Agthe reasons that they are important to
our success is that each has a national or regiodas$try reputation that attracts business andstment opportunities and assists us in
negotiations with lenders, existing and potentakints and industry personnel. If we lost theivises, our business and investment
opportunities and our relationships with lenderssteng and prospective tenants and industry persbeould diminish.
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Many of our other senior executives also have gtteohnology and real estate industry reputatishgch aid us in identifying
opportunities, having opportunities brought toarsj negotiating with tenants and build-to-suit pexgs. While we believe that we could find
replacements for all of these key personnel, the &d their services could materially and adveraéfgct our operations because of diminished
relationships with lenders, existing and prospectanants and industry personnel.

Failure to hedge effectively against interest ratehanges may adversely affect results of operations.

We seek to manage our exposure to interest rasilitgl by using interest rate hedging arrangemesiish as interest cap agreements and
interest rate swap agreements. These agreementgemisks, such as the risk that counterpartieg faikito honor their obligations under the
arrangements, that these arrangements may notdmtivf in reducing our exposure to interest rét@nges and that a court could rule that ¢
an agreement is not legally enforceable. We hawptad a policy relating to the use of derivativeaficial instruments to hedge interest rate
risks related to our borrowings. This policy goveour use of derivative financial instruments taage the interest rates on our variable rate
borrowings. Our policy states that we will not usgivatives for speculative or trading purposesiatehd only to enter into contracts with
major financial institutions based on their crediing and other factors, but we may choose to gadese policies in the future. Upon
completion of this offering, we expect to enteoiimterest rate swap agreements for $140.3 mibhioour variable rate debt. As a result, we
expect that upon completion of this offering, apgmately 79.3% of our total indebtedness will béjsat to fixed interest rates. Hedging may
reduce the overall returns on our investmentsuFailo hedge effectively against interest rate gearmay materially adversely affect our
results of operations.

Our properties may not be suitable for lease to trditional office tenants without significant expendiures or renovations.

Because many of our properties contain extensivanteimprovements installed at our tenants’ expethg®y may be better suited for a
specific technology industry tenant and could regjaiodification in order for us to re-lease vacspece to another technology industry tenant.
Generally, our properties also may not be suitédiiéease to traditional office tenants withoutrsfggcant expenditures or renovations.

Ownership of properties located outside of the Unéd States subjects us to foreign currency and otheisks which may adversely impac
our ability to make distributions.

Upon completion of this offering, we will own oneoperty located outside of the U.S. and we willdawight of first offer with respect
to a second property. The ownership of properteated outside of the U.S. subjects us to foreigreacy risk from potential fluctuations in
exchange rates between foreign currencies and .tBeddllar. We expect that our principal foreigmrency exposures will be to the Pound
Sterling (U.K.). As a result, changes in the relatdof any such foreign currency to U.S. dollard affect our revenues and operating margins,
may materially adversely impact our financial cdiud, results of operations, cash flow, cash abégldor distribution to you, per share trading
price of our common stock and ability to satisfy dabt obligations.

We intend to attempt to mitigate the risk of cumgfluctuation by financing our properties in tloedl currency denominations, although
we cannot assure you that this will be effectivea ivay also engage in direct hedging activities it@gate the risks of exchange rate
fluctuations. If we do engage in foreign currenggleange rate hedging activities, any income reaeghivith respect to these hedges (as well
as any foreign currency gain recognized with resfmechanges in exchange rates) may not qualifutite 75% gross income test or the 95%
gross income test that we must satisfy annualtyrder to qualify and maintain our status as a REIT.
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Foreign real estate investments also involve aeriaks not generally associated with investmemthié United States. These risks
include unexpected changes in regulatory requirésneolitical and economic instability in certaiaagraphic locations, potential impositior
adverse or confiscatory taxes, possible curreranster restrictions, expropriation, difficulty infercing obligations in other countries and the
burden of complying with a wide variety of foreitaws.

Risks Related to the Real Estate Industry
Our performance and value are subject to risks assiated with real estate assets and with the real tase industry.

Our ability to pay expected dividends to our stamklers depends on our ability to generate revemuescess of expenses, scheduled
principal payments on debt and capital expenditegeirements. Events and conditions generally aablée to owners and operators of real
property that are beyond our control may decreask available for distribution to you and the vadfieur properties. These events include:

» local oversupply, increased competition or reductiodemand for technolo-related space
» inability to collect rent from tenants;

* vacancies or our inability to rent space on faviaabrms;

* inability to finance property development and asgigns on favorable terms;

* increased operating costs, including insurance pmas) utilities and real estate taxes;

» costs of complying with changes in governmentall&iipns;

» the relative illiquidity of real estate investmerasd

» changing submarket demographi

In addition, periods of economic slowdown or re@@assrising interest rates or declining demandréal estate, or the public perception
that any of these events may occur, could resutgeneral decline in rents or an increased incielef defaults under existing leases, which
would materially adversely affect our financial diion, results of operations, cash flow, cash ladeé for distribution to you, per share trac
price of our common stock and ability to satisfy dabt service obligations.

llliquidity of real estate investments could signifcantly impede our ability to respond to adverse changes in the performance of our
properties and harm our financial condition.

Because real estate investments are relativedyitli our ability to promptly sell one or more pesties in our portfolio in response to
adverse changes in the performance of such preperay be limited, thus harming our financial ctindi The real estate market is affectec
many factors that are beyond our control, including

» adverse changes in national and local economicrearélet conditions;
« changes in interest rates and in the availabiitgt and terms of debt financir

» changes in governmental laws and regulations, Ifigalécies and zoning ordinances and costs of canpé with laws and
regulations, fiscal policies and ordinanc

» the ongoing need for capital improvements, pardidylin older structures;
» changes in operating expenses;

» civil unrest, acts of war, terrorist attacks antuna disasters, including earthquakes and floadisch may result in uninsured and
underinsured losse
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We could incur significant costs related to governmnt regulation and private litigation over environmental matters.

Under various laws relating to the protection & #mvironment, a current or previous owner or dpeaf real estate may be liable for
contamination resulting from the presence or digghaf hazardous or toxic substances at that prppeErd may be required to investigate and
clean up such contamination at that property orretilag from that property. Such laws often impaabkility without regard to whether the
owner or operator knew of, or was responsibletfar,presence of the contaminants, and the lialiiity be joint and several. Previous owners
used some of our properties for industrial andilrptaposes, so those properties may contain sewa bf environmental contamination. The
presence of contamination or the failure to remediantamination at our properties may expose tsitd-party liability or materially
adversely affect our ability to sell, lease or depehe real estate or to borrow using the realtests collateral.

Some of the properties may contain asbestos-canggliuilding materials. Environmental laws requinat asbestos-containing building
materials be properly managed and maintained, anydimpose fines and penalties on building ownermsparators for failure to comply with
these requirements. These laws may also allow gartles to seek recovery from owners or operdtwrpersonal injury associated with
exposure to asbestos-containing building materials.

In addition, some of our tenants, particularly thgsthe biotechnology and life sciences industry those in the technology
manufacturing industry, routinely handle hazardsuisstances and wastes as part of their operatians groperties. Environmental laws and
regulations subject our tenants, and potentialjytaifability resulting from these activities afn previous industrial or retail uses of those
properties. Environmental liabilities could alséeat a tenant’s ability to make rental paymentagsoWe require our tenants to comply with
these environmental laws and regulations and tenmmdfy us for any related liabilities.

Existing conditions at some of our properties may>pose us to liability related to environmental matérs.

Independent environmental consultants have condirit@se | or similar environmental site assessnuengdl of the properties in our
initial portfolio. Each of the site assessmentshtesn either completed or updated since Janu&9QPR, except 36 Northeast Second Street anc
Univision Tower. Site assessments are intendedstmder and evaluate information regarding the mmvhental condition of the surveyed
property and surrounding properties. These assegsrde not generally include soil samplings, sufaser investigations or an asbestos survey.
None of the recent site assessments revealed ahpmparesent environmental liability that we bedievould have a material adverse effec
our business, assets or results of operations. Hawthe assessments may have failed to reveahaitonmental conditions, liabilities or
compliance concerns. Material environmental coadg; liabilities or compliance concerns may haveearafter the review was completed or
may arise in the future; and future laws, ordinammeregulations may impose material additionairemmental liability.

We cannot assure you that costs of future environaheompliance will not affect our ability to maléstributions to you or that such
costs or other remedial measures will not have emnahadverse effect on our business, assetssaftseof operations.

Our properties may contain or develop harmful moldor suffer from other air quality issues, which coudl lead to liability for adverse
health effects and costs of remediating the problem

When excessive moisture accumulates in buildingsdiuilding materials, mold growth may occur, matgrly if the moisture problem
remains undiscovered or is not addressed overiadef time. Some molds may produce airborne torinsritants. Indoor air quality issues
can also stem from inadequate ventilation, chentoatamination from indoor or outdoor sources atigtiobiological contaminants such as
pollen, viruses and bacteria. Indoor exposurertmoaine toxins or irritants above certain levels baralleged to cause a variety
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of adverse health effects and symptoms, includileggac or other reactions. As a result, the preseof significant mold or other airborne
contaminants at any of our properties could requsréo undertake a costly remediation program tdaio or remove the mold or other airbc
contaminants from the affected property or incréadeor ventilation. In addition, the presenceighgicant mold or other airborne
contaminants could expose us to liability from tamants, employees of our tenants and others jifgutp damage or health concerns arise.

We may incur significant costs complying with the Anericans with Disabilities Act and similar laws.

Under the Americans with Disabilities Act of 1990,the ADA, all public accommodations must meeefadirequirements related to
access and use by disabled persons. Although We/behat the properties in our portfolio substahticomply with present requirements of
the ADA, we have not conducted an audit or invesimgn of all of our properties to determine our @hiance. If one or more of the properties
in our portfolio is not in compliance with the AD#&en we would be required to incur additional sastbring the property into compliance.
Additional federal, state and local laws also meguire modifications to our properties, or restoigt ability to renovate our properties. We
cannot predict the ultimate amount of the costashpliance with the ADA or other legislation. If icur substantial costs to comply with the
ADA and any other similar legislation, our finariat@ndition, results of operations, cash flow, cashilable for distribution to you, per share
trading price of our common stock and our abilitysatisfy our debt service obligations could beamally adversely affected.

We may incur significant costs complying with otheregulations.

The properties in our portfolio are subject to vas federal, state and local regulatory requiremenich as state and local fire and life
safety requirements. If we fail to comply with thesrious requirements, we might incur governmeinak or private damage awards. We
believe that the properties in our portfolio arerently in material compliance with all applicalsegulatory requirements. However, we do not
know whether existing requirements will change betiner future requirements will require us to msigmificant unanticipated expenditures
that will materially adversely impact our financ@indition, results of operations, cash flow, cagilable for distribution to you, the per share
trading price of our common stock and our abil@ysatisfy our debt service obligations.

Risks Related to Our Organizational Structure
Conflicts of interest exist or could arise in thedture with holders of units in our operating partnership.

Conflicts of interest exist or could arise in theufre as a result of the relationships betweemdsoar affiliates, on the one hand, and our
operating partnership or any partner thereof, emother. Our directors and officers have dutiesuilocompany and our stockholders under
applicable Maryland law in connection with theirmagement of our company. At the same time, wegeasmgl partner, have fiduciary dutie:
our operating partnership and to the limited pagnsder Maryland law in connection with the mamaget of our operating partnership. Our
duties as general partner to our operating pattigeesnd its partners may come into conflict witk thuties of our directors and officers to our
company and our stockholders. The partnership aggeeof our operating partnership provides thasfotong as we own a controlling interest
in our operating partnership, any conflict thatrmatrbe resolved in a manner not adverse to eithiestockholders or the limited partners will
be resolved in favor of our stockholders.

Unless otherwise provided for in the relevant panrghip agreement, Maryland law generally requirgergeral partner of a Maryland
limited partnership to adhere to fiduciary dutynstards under which it owes its limited partnersdbges of good faith, fairness and loyalty.
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Additionally, the partnership agreement expressijts our liability by providing that we and ourfigiers, directors, agents and
employees, will not be liable or accountable to @perating partnership for losses sustained, ltaslincurred or benefits not derived if we, or
such officer, director, agent or employee actegaad faith. In addition, our operating partnersBipequired to indemnify us, and our officers,
directors, employees, agents and designees txtaetg@ermitted by applicable law from and agaarst and all claims arising from operations
of our operating partnership, unless it is estaklisthat (1) the act or omission was committedsia faith, was fraudulent or was the result of
active and deliberate dishonesty, (2) the inderadifiarty received an improper personal benefitonay, property or services or (3) in the ¢
of a criminal proceeding, the indemnified persod reasonable cause to believe that the act or mnisss unlawful.

The provisions of Maryland law that allow the fidany duties of a general partner to be modifiecalpartnership agreement have not
been resolved in a court of law, and we have ntdinbd an opinion of counsel covering the provisisat forth in the partnership agreement
that purport to waive or restrict our fiduciary st that would be in effect were it not for thetparship agreement.

We are also subject to the following additionalftiots of interest with holders of units in our apéing partnership:

We may pursue less vigorous enforcement of termsaftribution and other agreements because of catfl of interest with Gl
Partners and certain of our officers Gl Partners and certain other contributors lawveership interests in the properties and in thero
assets and liabilities to be contributed to ourratieg partnership in the formation transactionsjuding the properties subject to the Carrier
Center option, and in the properties on which weehéghts of first offer. Following the completiarf this offering and the consummation of
the formation transactions, we, under the agreesrefdting to the contribution of such interestsl, ave contractual rights to indemnification
in the event of breaches of representations oramties made by Gl Partners and other contribuboraddition, Gl Partners will enter into a
non-competition agreement with us pursuant to whigtill agree, among other things, not to engagedrtain business activities in
competition with us. Richard Magnuson, the Exe@iBhairman of our board of directors, is also, aildcontinue to be, the chief executive
officer of the advisor to Gl Partners. He, as vaslicertain of our other senior executives, haveredtinto employment agreements with us
containing non-competition provisions. None of #hesntribution, option, right of first offer, empgiment and non-competition agreements was
negotiated on an arm’s-length basis. We may chonost enforce, or to enforce less vigorously, igints under these contribution, option,
right of first offer, employment and namempetition agreements because of our desire totaiaiour ongoing relationship with Gl Partners
the other individuals involved.

Tax consequences upon sale or refinancing.Sales of properties and repayment of relatddbitredness will have different effects on
holders of units in our operating partnership tbarour stockholders. The parties contributing t6@ Raul Avenue and 1100 Space Park Drive
properties to our operating partnership would irexverse tax consequences upon the sale of thegerpes and on the repayment of related
debt which differ from the tax consequences tongsaur stockholders. Consequently, these holdeusitd in our operating partnership,
including John O. Wilson, our Executive Vice Presit] Technology Infrastructure, may have differ@pjectives regarding the appropriate
pricing and timing of any such sale or repaymerdadit. While we have exclusive authority underlimited partnership agreement of our
operating partnership to determine when to refipaorcrepay debt or whether, when, and on what téorasll a property, any such decision
would require the approval of our board of direstdertain of our directors and executive officarald exercise their influence in a manner
inconsistent with the interests of some, or a nitgjoof our stockholders, including in a manner efhtould prevent completion of a sale of a
property or the repayment of indebtedness.

Our charter and Maryland law contain provisions that may delay, defer or prevent a change of controrénsaction.

Our charter contains a 9.8% ownership limit. Our charter, subject to certain exceptionshages our directors to take such actions as
are necessary and desirable to preserve our guadiifn as a REIT and to limit
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any person to actual or constructive ownershipoofore than 9.8% of the outstanding shares of onmgon stock and 9.8% of the value of
our outstanding capital stock. Our board of dires;tn its sole discretion, may exempt a proposaasferee from the ownership limit.
However, our board of directors may not grant aeneption from the ownership limit to any proposethsferee whose direct or indirect
ownership of in excess of 9.8% of the outstandmayas of our common stock or in excess of 9.8%@falue of our outstanding capital stock
could jeopardize our status as a REIT. These ctistis on transferability and ownership will nopapif our board of directors determines that
it is no longer in our best interests to attempjdalify, or to continue to qualify, as a REIT. Ttxnership limit may delay, defer or prevent a
transaction or a change of control that might imea premium price for our common stock or otheeviie in the best interest of our
stockholders.

We could increase the number of authorized sharéstock and issue stock without stockholder apprbva Our charter authorizes our
board of directors, without stockholder approvalincrease the aggregate number of authorized slbbistock or the number of authorized
shares of stock of any class or series, to isstimdmned but unissued shares of our common stogkederred stock and to classify or reclassify
any unissued shares of our common stock or prefstack and to set the preferences, rights and t¢has of such classified or unclassified
shares. Although our board of directors has no suteimtion at the present time, it could estabéigeries of preferred stock that could,
depending on the terms of such series, delay, deferevent a transaction or a change of contitl tight involve a premium price for our
common stock or otherwise be in the best interestipstockholders.

Certain provisions of Maryland law could inhibit dnges in control. Certain provisions of the Maryland General @ogpion Law, or
MGCL, may have the effect of inhibiting a third pafrom making a proposal to acquire us or of imipgd change of control under
circumstances that otherwise could provide thedrslof shares of our common stock with the oppdtstua realize a premium over the then-
prevailing market price of such shares, including:

» “business combination” provisions that, subjedingtations, prohibit certain business combinatidwe$ween us and an “interested
stockholder” (defined generally as any person wieeficially owns 10% or more of the voting poweioof shares or an affiliate or
associate of ours who, at any time within the tveasyperiod prior to the date in question, was #neeficial owner of 10% or more of
our then outstanding voting shares) or an affiltagreof for five years after the most recent aetevhich the stockholder becomes
interested stockholder, and thereafter imposesagapraisal rights and special stockholder voteguirements on these
combinations; an

« “control shar” provisions that provide thi“control share” of our company (defined as shares which, when agded with othe
shares controlled by the stockholder, entitle theldolder to exercise one of three increasing eargj voting power in electing
directors) acquired in a “control share acquisiti@@efined as the direct or indirect acquisitionoe¥fnership or control of “control
shares”) have no voting rights except to the exapptroved by our stockholders by the affirmativeevaf at least two-thirds of all the
votes entitled to be cast on the matter, excludihinterested share

We have opted out of these provisions of the MGE&lthe case of the business combination provistdrise MGCL by resolution of our
board of directors, and in the case of the corstnake provisions of the MGCL pursuant to a provisioour bylaws. However, our board of
directors may by resolution elect to opt in to husiness combination provisions of the MGCL andway, by amendment to our bylaws, of
to the control share provisions of the MGCL in thture.

The provisions of our charter on removal of direstend the advance notice provisions of the byleavdd delay, defer or prevent a
transaction or a change of control of our compduay might involve a premium price for holders of common stock or otherwise be in their
best interest. Likewise, if our company’s boardiméctors were to opt in to the business combimgpi@visions of the MGCL or the provisions
of Title 3, Subtitle 8 of the MGCL, or if the preion in our bylaws opting out of the control shacguisition provisions of the MGCL were
rescinded, these provisions of the MGCL could hsinglar anti-takeover effects. Further, our
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partnership agreement provides that our companymoagngage in any merger, consolidation or otbarlination with or into another pers:
sale of all or substantially all of our assetsmy eeclassification or any recapitalization or cparn outstanding shares of our common stock,
unless in connection with such transaction we olitaé consent of at least 35% of the partners pbperating partnership (including units h
by us), and certain other conditions are met.

Our board of directors may change our investment ad financing policies without stockholder approval ad we may become more
highly leveraged, which may increase our risk of dault under our debt obligations.

Our board of directors adopted a policy of limitiogr indebtedness to 60% of our total market chpétton. Our total market
capitalization is defined as the sum of the mavisfiie of our outstanding common stock (which magrelase, thereby increasing our debt to
total capitalization ratio), excluding options issuunder our incentive award plan, plus the aggeegzlue of the units not held by us, plus the
book value of our total consolidated indebtednkElssvever, our organizational documents do not limét amount or percentage of
indebtedness, funded or otherwise, that we mayrir@ur board of directors may alter or eliminate ourrent policy on borrowing at any time
without stockholder approval. If this policy chadgeve could become more highly leveraged whichaoesult in an increase in our debt
service and which could materially adversely affaat cash flow and our ability to make expectedritistions to you. Higher leverage also
increases the risk of default on our obligations.

Our rights and the rights of our stockholders to t&ke action against our directors and officers are tited.

Maryland law provides that a director or officeshe liability in that capacity if he or she perfar his or her duties in good faith, in a
manner he or she reasonably believes to be inestrifiterests and with the care that an ordinarilident person in a like position would use
under similar circumstances. Upon completion of tiffering, as permitted by the MGCL, our chartdt kmit the liability of our directors ani
officers to us and our stockholders for money dagsagxcept for liability resulting from:

» actual receipt of an improper benefit or profininey, property or services; or

« afinal judgment based upon a finding of active daltiberate dishonesty by the director or offi¢eattwas material to the cause of
action adjudicatec

In addition, our charter will authorize us to olalig our company, and our bylaws will require usnttemnify our directors and officers
for actions taken by them in those capacities ¢éontlaximum extent permitted by Maryland law. As sufe we and our stockholders may have
more limited rights against our directors and @ffecthan might otherwise exist under common lavwcotdingly, in the event that actions taken
in good faith by any of our directors or officensgede the performance of our company, your aliityecover damages from such director or
officer will be limited.

Risks Related to Our Status as a REIT
Failure to qualify as a REIT would have significantadverse consequences to us and the value of ourct.

We intend to operate in a manner that will allowtaugualify as a REIT for federal income tax pug®sinder the Code. We have not
requested and do not plan to request a ruling ft@rRS that we qualify as a REIT, and the statémienthe prospectus are not binding on the
IRS or any court. If we lose our REIT status, wé faice serious tax consequences that would sutisigireduce our cash available for
distribution to you for each of the years invoheztause:

» we would not be allowed a deduction for distribnido stockholders in computing our taxable incameé would be subject-
federal income tax at regular corporate ra
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* we also could be subject to the federal alternati@mum tax and possibly increased state and l@oads; anc

» unless we are entitled to relief under applicabd¢usory provisions, we could not elect to be taged REIT for four taxable years
following the year during which we were disqualifis

In addition, if we fail to qualify as a REIT, we Nmnot be required to make distributions to stodklless, and all distributions to
stockholders will be subject to tax as ordinaryidiwd income to the extent of our current and aedatad earnings and profits. As a result of
all these factors, our failure to qualify as a RERI$o could impair our ability to expand our busimand raise capital, and would materially
adversely affect the value of our common stock.

Qualification as a REIT involves the applicationhighly technical and complex Code provisions farich there are only limited judicial
and administrative interpretations. The complerityhese provisions and of the applicable Treasegylations that have been promulgated
under the Code is greater in the case of a REIT lika us, holds its assets through a partnersfip. determination of various factual matters
and circumstances not entirely within our contralynaffect our ability to qualify as a REIT. In orde qualify as a REIT, we must satisfy a
number of requirements, including requirements n¢igg the composition of our assets and a requinetirat at least 95% of our gross income
in any year must be derived from qualifying sourcegh as “rents from real property.” Also, we mmstke distributions to stockholders
aggregating annually at least 90% of our net taxaiiome, excluding net capital gains. In additiegjslation, new regulations, administrative
interpretations or court decisions may materiatlyexsely affect our investors, our ability to gfiahs a REIT for federal income tax purposes
or the desirability of an investment in a REIT ti®a to other investments.

Even if we qualify as a REIT for federal income taxposes, we may be subject to some federal, atakéocal taxes on our income or
property and, in certain cases, a 100% penaltyinake event we sell property as a dealer. Intamdiour taxable REIT subsidiaries will be
subject to tax as regular corporations in the glictsons in which they operate, including, in these of the entity holding Camperdown House,
the United Kingdom.

To maintain our REIT status, we may be forced to borow funds on a short-term basis during unfavorablemarket conditions.

To qualify as a REIT, we generally must distribtdeur stockholders at least 90% of our net taxatdeme each year, excluding capital
gains, and we will be subject to regular corpoilateme taxes to the extent that we distribute tikas 100% of our net taxable income each
year. In addition, we will be subject to a 4% nothaietible excise tax on the amount, if any, by whdgdtributions paid by us in any calent
year are less than the sum of 85% of our ordinagre, 95% of our capital gain net income and 100%ur undistributed income from pri
years. In order to maintain our REIT status anddatlee payment of income and excise taxes, we neay o borrow funds on a st-term
basis to meet the REIT distribution requirementneif the then prevailing market conditions are fasbrable for these borrowings. These
shortterm borrowing needs could result from differenicesming between the actual receipt of cash amtusion of income for federal incor
tax purposes, or the effect of non-deductible ehpxpenditures, the creation of reserves or redquilebt or amortization payments.

Risks Related to this Offering
Affiliates of our underwriters will receive benefits in connection with this offering and the formatiom transactions.

An affiliate of Citigroup Global Markets Inc., oré our underwriters, will receive benefits fromgtdffering and the formation
transactions in addition to customary underwrititigcounts and commissions and financial advisoeg,feeimbursement of some expenses anc
indemnification for some liabilities that may retsul
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from this offering. These benefits consist of tapayment of $243.7 million of a bridge loan madehyaffiliate of Citigroup Global Markets
Inc. prior to this offering and the assumptiontod temaining $8.0 million outstanding under thasnpwhich is scheduled to mature in 2005.
Additionally, affiliates of Citigroup Global Marketinc. and Merrill Lynch, Pierce, Fenner & Smitlednporated are joint lead arrangers and
joint bookrunning managers of our unsecured cffeditity and we expect that affiliates of one ornmof our underwriters may participate
agents or lenders under this facility. These treticas create potential conflicts of interest besgathe underwriters have an interest in the
successful completion of this offering beyond theerwriting discounts and commissions and finarmildisory fees they will receive.
Consequently, the initial public offering price oeemended by the underwriters could be higher thaundh conflicts of interest did not exist.

Estimated initial cash available for distribution to you may not be sufficient to pay dividends at exqeted levels.

Our estimated initial annual distributions reprassggproximately 94.7% of our estimated initial casfailable for distribution to you for
the 12 months ending June 30, 2005 as calculatdgividend Policy.” We are party to debt agreemethtst contain lockbox and cash
management provisions, pursuant to which revenaesrgted by properties subject to such indebtediressnmediately swept into an account
for the benefit of the lenders and are typicallgiable to be distributed to us only after the fungdof reserve accounts for, among other things,
debt service, taxes, insurance, tenant improvensmtdeasing commissions. If our properties dogeoterate sufficient cash flow, we may be
required to fund distributions from working capitalborrowings under our new credit facility or vee such distributions. If sufficient cash is
not available for distribution from our operatiomsge may have to fund distributions from working italp borrow to provide funds for such
distributions or reduce the amount of such distidns.

Differences between the book value of contributedrpperties and the price paid for our common stock W result in an immediate and
material dilution of the book value of our common sck.

As of June 30, 2004, the aggregate historical coetbnet tangible book value of the interests asdtado be transferred to our operating
partnership was approximately $114.6 million, or5%4per share of our common stock held by G| Pestresssuming the exchange of units into
shares of our common stock on a one-for-one bAsia. result, the pro forma net tangible book valeeshare of our common stock after the
completion of this offering and consummation of thiemation transactions will be less than the @bigiublic offering price. The purchasers of
our common stock offered hereby will experience idmate and substantial dilution of $6.65 per slratbe pro forma net tangible book value
per share of our common stock.

Market interest rates may have an effect on the vak of our common stock.

One of the factors that may influence the pricewrfcommon stock will be the dividend yield on tteenmon stock (as a percentage of
the price of our common stock) relative to markegeiest rates. An increase in market interest rateih are currently at low levels relative to
historical rates, may lead prospective purchasessiocommon stock to expect a higher dividenddiéligher interest rates would likely
increase our borrowing costs and potentially desmeash available for distribution. Thus, higherkegtinterest rates could cause the market
price of our common stock to go down.

The number of shares available for future sale codladversely affect the market price of our commontsck.

We cannot predict whether future issuances of shafreur common stock or the availability of shdi@sresale in the open market will
decrease the market price per share of our comitochk.sSales of a substantial number of shares v€ommon stock in the public market, or
upon exchange of units, or the perception that satds might occur could materially adversely d@ffee market price of the shares of our
common stock.
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All holders of the 31,452,170 units issued to tbetdbutors in the formation transactions havertgbt to require us to register their
common stock with the SEC. The holders of thestsuare restricted, except under limited circumstanfrom exercising their redemption
rights for a period of 14 months and may not otligewransfer their units for a period of 12 monthsr officers and directors have agreed not
to sell or otherwise transfer any of the 1,490,B8h-term incentive units granted to them for agubof three years from the date of grant. In
addition, after completion of this offering, weend to register the 2,199,639 remaining sharesmiton stock that we have reserved for
issuance under our 2004 equity incentive plan,arud we register these shares they can generaltgddg sold in the public market after
issuance. Our directors and executive officers la@reed with the underwriters not to offer, sahtract to sell, pledge or otherwise dispose of
any shares of common stock or other securitiesemiime or exchangeable into our common stock fpeod of one year after the date of this
prospectus. If any or all of these holders causege number of their shares to be sold in theipubarket, the sales could reduce the trading
price of our common stock and could impede ouritghiy raise future capital.

The exercise of the underwriters’ over-allotmeni@p the exchange of units for common stock, tker@se of any options granted to
certain directors, executive officers and other leyges under our incentive award plan, the issuafogir common stock or units in
connection with property, portfolio or business@sdions and other issuances of our common stockdchave an adverse effect on the ma
price of the shares of our common stock, and tietence of units, options, shares of our commooksteserved for issuance as restricted
shares of our common stock or upon exchange of umity materially adversely affect the terms upoiciwvive may be able to obtain
additional capital through the sale of equity sé®s. In addition, future sales of shares of cammon stock may be dilutive to existing
stockholders.

There is currently no public market for our commonstock. An active trading market for our common sto& may not develop following
this offering.

There has not been any public market for our comstock prior to this offering. Our common stock hagn approved for listing on the
NYSE, subject to official notice of issuance. Warmat assure you, however, that an active tradindgebdor our common stock will develc
after this offering or, if one develops, that itibie sustained. In the absence of a public magket,may be unable to liquidate an investmer
our common stock. We and our underwriters haveraédted the initial public offering price. The prie¢ which shares of our common stock
trade after the completion of this offering maylter than the price at which the underwriters gedim in this offering.

The market price and trading volume of our common tock may be volatile following this offering.

Even if an active trading market develops for aammon stock, the market price of our common stoek bye volatile. In addition, the
trading volume in our common stock may fluctuatd eause significant price variations to occurh# tarket price of our common stock
declines significantly, you may be unable to regelir shares at or above the public offering pfit'e. cannot assure you that the market price
of our common stock will not fluctuate or declirigrsficantly in the future.

Some of the factors that could negatively affectshare price or result in fluctuations in the prar trading volume of our common stc
include:

» actual or anticipated variations in our quarteme@ting results or dividend

» changes in our funds from operations or earningmates;

* publication of research reports about us, theestdte industry or the technology indus

* increases in market interest rates that lead paerhaf our shares to demand a higher yield:;

» changes in market valuations of similar compar
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» adverse market reaction to any additional debtngariin the future

» additions or departures of key management perspnnel

» actions by institutional stockholde!

» speculation in the press or investment community;

» the realization of any of the other risk factoregamted in this prospectus; ¢

» general market and economic conditions.

Future offerings of debt, which would be senior tour common stock upon liquidation, and/or preferredequity securities which may be
senior to our common stock for purposes of dividendiistributions or upon liquidation, may adversely dfect the market price of our
common stock.

In the future, we may attempt to increase our eapitsources by making additional offerings of dabpreferred equity securities,
including medium-term notes, trust preferred seias; senior or subordinated notes and preferi@kstypon liquidation, holders of our debt
securities and shares of preferred stock and lenaigh respect to other borrowings will receivetidisitions of our available assets prior to the
holders of our common stock. Additional equity oiffigs may dilute the holdings of our existing stocklers or reduce the market price of our
common stock, or both. Holders of our common streknot entitled to preemptive rights or other @ectibns against dilution. Our preferred
stock, if issued, could have a preference on ligting) distributions or a preference on dividendmamgts that could limit our ability to pay a
dividend or make another distribution to the hoddeir our common stock. Because our decision teeisegurities in any future offering will
depend on market conditions and other factors betyom control, we cannot predict or estimate thewamy, timing or nature of our future
offerings. Thus, our stockholders bear the riskuwffuture offerings reducing the market price of oommon stock and diluting their stock
holdings in us.
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FORWARD-LOOKING STATEMENTS

We make statements in this prospectus that areafolooking statements within the meaning of trdefal securities laws. In particular,
statements pertaining to our capital resourcesfqgdiar performance and results of operations cantaiward-looking statements. Likewise, our
pro forma financial statements and all of our stegets regarding anticipated growth in our fundsnfr@perations and anticipated market
conditions, demographics and results of operatiwmagorward-looking statements. You can identifyfard-looking statements by the use of
forward-looking terminology such as “believes,” fgcts,” “may,” “will,” “should,” “seeks,” “approximately,” “intends,” “plans,” “pro forma,”
“estimates” or “anticipates” or the negative ofgbavords and phrases or similar words or phraséshvaine predictions of or indicate future
events or trends and which do not relate solehigtorical matters. You can also identify forwdodking statements by discussions of strati
plans or intentions.

Forward-looking statements involve numerous risks @ncertainties and you should not rely on therpradictions of future events.
Forward-looking statements depend on assumpti@ta,a methods which may be incorrect or impreais we may not be able to realize
them. We do not guarantee that the transactiongamuts described will happen as described (orthiggt will happen at all). The following
factors, among others, could cause actual resudtsidure events to differ materially from thosé feeth or contemplated in the forward-
looking statements:

» adverse economic or real estate developments imatkets or the technology indust
» general economic conditions;

» defaults on or nc-renewal of leases by tenan

* increased interest rates and operating costs;

» our failure to obtain necessary outside financ

» decreased rental rates or increased vacancy rates;

« difficulties in identifying properties to acquiraécompleting acquisition:

» our failure to successfully operate acquired prigeiand operations;

» our failure to maintain our status as a RE

» environmental uncertainties and risks related tanahdisasters

» financial market fluctuations;

» changes in foreign currency exchange rates;

» changes in real estate and zoning laws and ingéaseal property tax rates.

While forward-looking statements reflect our goadH beliefs, they are not guaranties of futurdgrenance. We disclaim any obligation
to publicly update or revise any forward-lookingtsinent to reflect changes in underlying assumstisrfactors, of new information, data or
methods, future events or other changes. For Bdudiscussion of these and other factors thatdcoybact our future results, performance or
transactions, see the section above entitled “Risitors.”
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USE OF PROCEEDS

We estimate we will receive gross proceeds from diffiering of $240.0 million, or approximately $2@6nillion if the underwriters
exercise their over-allotment option in full. Aftéeducting the underwriting discounts and commissidfinancial advisory fees and estimated
expenses of this offering (including approximat®/5 million loaned to us by Gl Partners to paytgoslated to this offering and the format
transactions), we expect net proceeds from thiriof§ of approximately $214.2 million, or approximlg $247.7 million if the underwriters
exercise their over-allotment option in full.

In addition, concurrently with or shortly after tbempletion of this offering, our operating parst@p or the propertpwning entities wil
use the fee simple interests in seven propertisscare approximately $215.0 million of new morgémans. See “Management’s Discussion
and Analysis of Financial Condition and Result©gplerations—Liquidity and Capital Resources—MatePiadvisions of Consolidated
Indebtedness to be Outstanding After this Offerifag”a description of the indebtedness we will incu

We will use the net proceeds from this offering tlew mortgage loans and $31.4 million in borrowingder our unsecured revolving
credit facility to:

» purchase 6,810,036 operating partnership unit@géguconnection with the formation transactiorsv{ihg an aggregate value
approximately $81.7 million based on the publiedfig price of our common stock in this offering)rh the investors in Gl Partners
at a price per unit equal to the per share pubfferiog price, net of underwriting discounts androuissions and financial advisory
fees payable to the underwriters, or $76.0 milliothe aggregate

» pay the $15.0 million cash portion of the consitierato acquire the 200 Paul Avenue and 1100 SPack Drive properties. See
“Certain Relationships and Related Transac—200 Paul Avenue and 1100 Space Park Drive Conioibuitgreemer”;

» acquire the 75% interest in the eBay Data Centgugaty upon consummation of this offering and #maining 25% interest there
in early 2005 for a total of $14.3 millio

* repay approximately $243.7 million under a bridgen facility with an affiliate of Citigroup Globallarkets Inc.; and

* repay an aggregate of approximately $110.3 miibmortgage loans, other secured loans and notebfgaunder Gl Partne’ line
of credit, including prepayment penalties, as nfolly described below

In addition, if the underwriters exercise their padlotment option, we will purchase additional tsrfrom the investors in Gl Partners in
an amount equal to the number of shares sold porsmauch exercise at a price per unit equaleéqtr share public offering price of our
common stock in this offering, net of underwritidigcounts and commissions and financial advisoeg feayable to the underwriters, for an
aggregate of $33.5 million, assuming exercise efuthderwriters’ over-allotment option in full.

Any net proceeds remaining after the uses set &dytive will be used to fund general working captad potentially to fund future
acquisitions. Pending application of cash proceedsyill invest the net proceeds in interest-bepdancounts and short-term, interest-bearing
securities, which are consistent with our intentioigualify for taxation as a REIT.
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A tabular presentation of our estimated use of @eds from this offering is as follows:

Percentage of

Gross Proceed
Dollar

Amount

(In thousands;

Gross offering proceec $ 240,00( 100.(%

Underwriting discounts and commissions and findramiisory fees 16,80( 7.C

Other expenses of the offerifiy 9,00( 3.7
Net offering proceed $ 214,20( 89.2%

Purchase operating partnership units issued inexiimon with the formation

transactions from investors in Gl Partn $ 76,00( 31.7%
Repay amounts under the bridge loan fac 138,20( 57.€
Total net offering proceeds us $ 214,20( 89.2%

(1) Includes repayment of approximately $4.5 millioarled to us by G| Partners to pay costs relatebismffering and the formation transactio

The remaining funds necessary to consummate theatton transactions will be borrowed under the mesvtgages and our unsecured
credit facility.

In connection with the formation transactions, wend to repay to an affiliate of Citigroup Globdérkets Inc. $243.7 million of the
$251.7 million secured bridge loan obtained forgmses of providing temporary financing for the asiiion of AboveNet Data Center, Brea
Data Center, Comverse Technology Building, Hudsomp@Grate Center, Savvis Data Center, Siemens BigjjdVebb at LBJ and Carrier
Center. As summarized above, a portion of the masdrom the offering, totaling $138.2 million, ke used to partially fund this repayment.
The remaining amount of the repayment will be fuhtteough proceeds from the $215.0 million in nearigage loans that are expected to
close concurrently with, or shortly after completiof this offering and borrowings under our unsedueredit facility. The interest rate on the
secured bridge loan is LIBOR plus 2.0% and it megwon December 31, 2004, subject to a three-mom#im&ion option.

In connection with the formation transactions, wend to repay an approximate $13.9 million loacluding prepayment penalties,
secured by our interest in the ASM Lithography kgciwhich bears interest at a rate of LIBOR pRug5% (but at least 4.75%) per annum,
was incurred on June 30, 2003 and matures on Jyrz086, with two one-year extensions available.

In addition, in connection with the formation trantons, we intend to repay an aggregate of $9@l®mof mortgage, mezzanine and
revolving indebtedness, including prepayment pésltvith a weighted average interest rate of apprately 6.3% and an average remaining
term to maturity of approximately 0.8 years uponstanmation of this offering. The amounts loanedady Gl Partners to pay costs related to
this offering and the formation transactions thatwill repay do not bear interest and are payaptmulO days’ notice.

Exact payment amounts with respect to indebtedmeassdiffer from estimates due to amortization ahgipal, accrual of additional
interest or prepayment fees and incurrence of mddik transaction expenses.
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DIVIDEND POLICY

We intend to pay regular quarterly dividends tadeo$ of our common stock. We intend to pay a pt@irdtial dividend with respect to
the period commencing on the completion of thigiffy and ending December 31, 2004, based on $062d& share for a full quarter. On an
annualized basis, this would be $0.975 per shar@n @annual distribution rate of approximately 8.ké&sed on our initial public offering price.
We estimate that this initial annual distributi@te will represent approximately 94.7% of estimatash available for distribution for the 12
months ending June 30, 2005. Our intended initia@l distribution rate has been established baseslir estimate of cash available for
distribution for the 12 months ending June 30, 2@@%ch we have calculated based on adjustmerdsrtpro forma income before minority
interests for the year ended December 31, 2003. 83timate was based on our predecessor’s hidtogeeating results and does not take into
account our growth strategy. In estimating our aasdilable for distribution for the 12 months erglitune 30, 2005, we have made certain
assumptions as reflected in the table and footrimésy.

Our estimate of cash available for distributiongloet include the effect of any changes in our waylkcapital resulting from changes in
our working capital accounts. Our estimate alscsdas reflect the amount of cash estimated to ke o investing activities for acquisition
and other activities, other than a provision faureing capital expenditures, and amounts estimfatelbasing commissions and tenant
improvements for renewing space. It also doeseftaat the amount of cash estimated to be usefinfancing activities, other than scheduled
loan principal payments on mortgage and other itetbtess that will be outstanding upon completiothisf offering. Any such investing
and/or financing activities may have a materiatefffon our estimate of cash available for distidrutBecause we have made the assumptions
set forth above in estimating cash available fstrdiution, we do not intend this estimate to g@ection or forecast of our actual results of
operations or our liquidity, and have estimatechaasilable for distribution for the sole purpodeletermining the amount of our initial anni
distribution rate. Our estimate of cash availabledistribution should not be considered as anratéve to cash flow from operating activities
(computed in accordance with GAAP) or as an indicaf our liquidity or our ability to pay dividends make other distributions. In addition,
the methodology upon which we made the adjustnagdsribed below is not necessarily intended to Ibasés for determining future divider
or other distributions.

We intend to maintain our initial distribution rdte the 12-month period following completion ofgloffering unless actual results of
operations, economic conditions or other factoffedmaterially from the assumptions used in odinegte. Dividends and other distributions
made by us will be authorized and determined byboard of directors in its sole discretion outwfds legally available therefor and will be
dependent upon a number of factors, includingitgtns under applicable law and other factors dbed below. We believe that our estimate
of cash available for distribution constitutes as@nable basis for setting the initial distributiate; however, we cannot assure you that the
estimate will prove accurate, and actual distritmgi may therefore be significantly different frome texpected distributions. We do not intend
to reduce the expected dividends per share if tidemwriters exercise their over-allotment optioowever, this could require us to borrow
under our unsecured credit facility to pay dividend

We anticipate that, at least initially, our distrilons will exceed our then current and then acdatad earnings and profits as determined
for U.S. federal income tax purposes due to théewoif of prepayment fees paid with offering prode@and non-cash expenses, primarily
depreciation and amortization charges that we @xpedocur. Therefore, a portion of these distribng may represent a return of capital for
federal income tax purposes. Distributions in egadour current and accumulated earnings andtpnefll not be taxable to a taxable U.S.
stockholder under current U.S. federal income &axto the extent those distributions do not exdbedstockholder’s adjusted tax basis in his
or her common stock, but rather will reduce theusigid basis of the common stock. In that casegdire(or loss) recognized on the sale of that
common stock or upon our liquidation will be incsed (or decreased) accordingly. To the extent thiz¢gbutions exceed a taxable U.S.
stockholder’s adjusted tax basis in his or her comstock, they generally will be treated as a edygiain
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realized from the taxable disposition of those sha¥We expect to pay our first dividend in 2005axdingly, none of our estimated initial
annual distribution will represent a return of ¢apfor the tax period ending December 31, 2004 pércentage of our stockholder
distributions that exceeds our current and accutedlearnings and profits may vary substantiallynfigear to year. For a more complete
discussion of the tax treatment of distributionsiddders of our common stock, see “Federal Incomave Gonsiderations.”

We cannot assure you that our estimated dividenilibevmade or sustained or that our board of dinescwill not change our dividend
policy in the future. Any dividends or other dibuitions we pay in the future will depend upon attual results of operations, economic
conditions, debt service requirements and otheofathat could differ materially from our curremtpectations. Our actual results of operat
will be affected by a number of factors, includihg revenue we receive from our properties, ouraijrgy expenses, interest expense, the
ability of our tenants to meet their obligationglamanticipated expenditures. For more informat&garding risk factors that could materially
adversely affect our actual results of operatiplease see “Risk Factors.”

U.S. Federal income tax law requires that a RE§Trifhute annually at least 90% of its net taxabt®me excluding net capital gains, and
that it pay tax at regular corporate rates to ttterd that it annually distributes less than 100%soREIT taxable income including capital
gains. For more information, please see “Federarire Tax Considerations.” We anticipate that otimeged cash available for distribution
will exceed the annual distribution requirementglijable to REITs. However, under some circumstanae may be required to pay
distributions in excess of cash available for distiion in order to meet these distribution regoiests and we may need to borrow funds to
make some distributions.

The following table describes our pro forma incdmeéore minority interests for the year ended Decam®i, 2003, and the adjustments
we have made thereto in order to estimate ourirgash available for distribution for the 12 manémding June 30, 2005 (amounts in
thousands except share data, per share data, $qutage data and percentages):

Pro forma income before minority interests for theyear ended December 31, 20( $ 12,53:
Less: pro forma loss before minority intereststfa six months ended June 30, 2 1,93
Add: pro forma loss before minority interests foe six months ended June 30, 2! (5,185
Pro forma income before minority interests for thel2 months ended June 30, 20( 9,28¢
Add: pro forma real estate depreciation and anetitin® 43,80
Add: nor-cash expense related to lease termina 2,37(
Add: net increases in contractual rent incdthe 4,03¢
Less: net decreases in contractual rent incomeaigase expirations, assuming no renewals (3,069
Less: increased interest expense due to interesswaps® (1,477
Less: net effect of straight line rents and acgliease obligation8 (22,03¢)
Add: non-cash compensation expefise 18,06¢
Add: financing cost§’ 2,83(
Estimated cash flow from operating activities for he 12 months ending June 30, 20( 63,80¢
Estimated cash flows used in investing activit
Less: estimated annual provision for recurring ém@provements and leasing commissi6hs (1,077)
Less: estimated annual provision for recurring dgixpenditure®) (890)
Total estimated cash flows used in investing atitiy (1,96%)
Estimated cash flows used in financing activitieshesluled mortgage loan principal paymetis (7,339
Estimated cash flow available for distribution forthe 12 months ending June 30, 20( 54,50«
Our share of estimated cash available for distidiout?) $ 20,59(
Minority interest’ share of estimated cash available for distribu $ 33,91
Total estimated initial annual distributions to steckholders $ 19,50(
Estimated initial annual distribution per shéfe $ 0.97¢
Payout ratio based on our share of estimated caslable for distributior{'® 94.71%
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@

(2)

3)

(4)
(5)

(6)

(7)
(8)

Pro forma real estate depreciation and amortizdtothe 12 months ended December 31, Z $ 43,47
Less: Pro forma real estate depreciation and apadidgn for the six months ended June 30, Z (21,73)
Add: Pro forma real estate depreciation and anaditin for the six months ended June 30, 2 22,06t

$ 43,80!
Represents the net increases in contractual rexctaine net of expenses and contractual rent abatsrfrem existing leases and fr

new leases and renewals that were not in effedhfoentire 12nonth period ended June 30, 2004 or that will go @ffect during th:
12 months ending June 30, 2005 based upon leasge@mto between July 1, 2004 and October 1, 2

Assumes no lease renewals or new leases (othemntbath-to-month leases) for leases expiring aftee330, 2004 unless a new or
renewal lease had been entered into by OctobeyQy.

Represents additional interest expense due taesttswap agreements to be entered into upon caorptetthis offering.

Represents the conversion of estimated rental teagean in-place leases for the 12 months ending 30n2005 from GAAP basis to
a cash basis of recognition. The adjustment has temputed as follow:

Reverse pro forma straight line rent adjustmentierl2 months ended June 30, 2 $(12,899)
Less: Amortization of above market leases, nenubréization of below market leas (329)
Add: Contractual rent increases during the 12 meetiding June 30, 20! 2,18¢
Less: Contractual rent abatements during the 12msanding June 30, 20i (999

$(12,03¢)

Pro forma compensation expense related to awarfidlg-vested lon-term incentive units and stock options that vestr@afour yes
period.

Pro forma amortization of financing costs for tt#erionths ended June 30, 20

Reflects estimated provision for tenant improvenuasts and lease commissions for the 12 monthaigrdine 30, 2005 based on
weighted average tenant improvement costs andchigasimmissions expenditures for renewed and retedapace at the properties
in our portfolio incurred during the 12 months ethd@cember 31, 2002 and 2003 and for the six mamted June 30, 2004,
multiplied by the number of rentable square fedeated space for which leases expire in our dtfluring the 12 months ending
June 30, 2005. The weighted average annual peresfp@ cost of tenant improvements and leasingro@sions expenditures at the
properties in our portfolio is presented belc

Six Months
I:Lecaernft?edregl Weighted Average
' Ended
June 30, January 1, 2002-
2002 2003 2004 June 30, 2004

Average tenant improvement costs and lease cononisgier squar

foot $18.8¢ $13.0i $ 26.71 $ 17.1:
Square feet for which leases expire during the dths ending Jur

30, 200& 62,86

Total estimated tenant improvement costs and lgagimmission:
for the 12 months ending June 30, 2! $ 1,071

We have commitments under leases in effect asraf 30, 2004 for $2.2 million of tenant improvemeasts and leasing commission:
be incurred during the twelve months ending Jun€B05. We have an existing reserve of $2.2 milfrom cash on-hand that we
expect to cover the entire amount of these comnmitsn
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9)

(10)
(11)

(12)
(13)

For the 12 months ending June 30, 2005, the estthist of recurring building improvements (exchgdcosts of tenar
improvements) at the properties in our portfoliajgproximately $889,623, based on the weightedsaeeannual capital expenditu
cost of $0.16 per square foot at the propertiesiimportfolio incurred during the 12 months endext&@nber 31, 2002 and 2003 and
the six months ended June 30, 2004 multiplied Bg®,142 net rentable square feet in our portfdltee following table sets forth
certain information regarding historical recurricapital expenditures at the properties in our pbdfthrough June 30, 200

Year Ended December 31 Six Months Weighted Average
Ended
June 30, January 1, 2002-
2002 2003 2004 June 30, 2004
Recurring capital expenditur: $ 208,75¢ $ 388,63t $ 397,60t
Total square fee 1,145,18: 2,792,26! 5,560,14:
Recurring capital expenditure per square $ 0.1¢ $ 0.14 $ 0.07 $ 0.1¢

We currently do not have any contractual commits&vith respect to nonrecurring capital expenditt

Represents scheduled amortization payments of agettpan principal due during the 12 months endimge 30, 200¢

Our share of estimated cash available for distidouand estimated initial annual cash distributitmeur stockholders is based on an
estimated approximate 37.8% aggregate partnenstépest in our operating partnerst

Based on a total of 20,000,000 shares of our constaok to be outstanding after this offeri

Calculated as estimated initial annual distributi@n share divided by our share of estimated ceattedle for distribution per share
for the twelve months ending June 30, 2(
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CAPITALIZATION

The following table sets forth the historical comdxi capitalization of the Digital Realty Predecessoof June 30, 2004 and our
consolidated capitalization as of June 30, 2004 f@ma for the formation transactions and befor@ after giving effect to this offering and
use of the net proceeds from this offering asa fin “Use of Proceeds.” You should read thidedb conjunction with “Use of Proceeds,”
“Selected Combined Financial Data,” “ManagementiscDssion and Analysis of Financial Condition ares&ts of Operationstiquidity and
Capital Resources” and our consolidated finand¢&ksnents and the notes to our financial statenagpsaring elsewhere in this prospectus.

Pro Forma Consolidated

Historical Before After
Combined Offering Offering
(In thousands)
Mortgages and other loa $473,89¢ $648,21¢ $510,01¢
Minority interests in our operating partners — 75,97¢ 274,03t

Stockholder’ equity:
Preferred stock, $.01 par value per share, 20,000;Dare:
authorized, none issued or outstanc — — —
Common stock, $.01 par value per share, 100,00G086k:
authorized, 20,000,000 shares issued and outstandia

pro forma basi§’ — — 20C
Additional paid in capita — — 165,88!
Accumulated other comprehensive inca — — 31C
Owner's equity, including accumulated other comprehenisigeme 218,30¢ 226,25: —
Total stockholder'/owner's equity 218,30: 226,25: 166,39!
Total capitalization $692,19¢ $950,44¢ $950,44¢

(1) The common stock outstanding as shown indlwdenmon stock to be issued in this offering andugles (i) 3,000,000 shares issuable upon exeofite underwriters’ oveallotment
option, (i) 2,199,639 additional shares availdblefuture issuance under our incentive award p(éih,783,902 shares issuable under options exgaktd be granted under our incentive
award plan, (iv) 1,490,561 shares reserved for-keng) incentive units expected to be granted undeincentive award plan that may, subject to bnmitthe partnership agreement of
our operating partnership, be exchanged for casataur option, shares of our common stock oneafon-one basis generally commencing 14 months gfeecompletion of this
offering, and (v) 31,452,170 shares reserved farasce with respect to units held by limited pasrexpected to be outstanding subsequent to theaf@n transactions that may,
subject to limits in the partnership agreementwfaperating partnership, be exchanged for casatayr option, shares of our common stock on aforene basis generally
commencing 14 months after the completion of tfffiermng.
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DILUTION

Purchasers of our common stock offered in thisgeotus will experience an immediate and substadiliaion of the net tangible book
value of our common stock from the initial publigesing price. At June 30, 2004, we had a combinettangible book value of approximat
$114.6 million, or $4.56 per share of our commartktto be held by Gl Partners after this offeriagsuming the exchange of units into shares
of our common stock on a one-for-one basis. Afteing effect to the sale of the shares of our comrstock offered hereby and the formation
transactions, the deduction of underwriting dis¢ewamd commissions and financial advisory feesemtithated offering and formation
expenses, the pro forma net tangible book valdeee 30, 2004 attributable to common stockholdensldvhave been $106.9 million, or $5.35
per share of our common stock. This amount reptesemimmediate increase in net tangible book vafug9.79 per share to Gl Partners and
an immediate dilution in pro forma net tangible baalue of $6.65 per share from the public offenmmize of $12.00 per share of our common
stock to new public investors. The following tablestrates this per share dilution:

Public offering price per sha $12.0(
Net tangible book value per share before the faon:

transactions and this offerirg 4.5€
Decrease in net tangible book value per shardataile to the formation transactic
but before this offeringp (1.82)

Increase in net tangible book value per sharebatable to this offering) 2.61

Net increase in net tangible book value per
share attributable to the formation transactiortsthis offering 0.7¢

Pro forma net tangible book value per share dftefarmation

transactions and this offerirtt) 5.3t
Dilution in net tangible book value per share tavnevestors® $ 6.65

(1) Net tangible book value per share of our commoakshefore the formation transactions and this ffers determined by dividing net tangible bookuea(consisting of own’s equity
minus intangible assets, which are comprised cfrdefl financing costs, acquired above market lesesf acquired below market leases, acquiredaceplease value and deferred
leasing costs) as of June 30, 2004 of the Digitalfy Predecessor by the number of shares of summm stock to be held by Gl Partners after thisrrfify, assuming the exchange in
full of the units to be held by GI Partners. Thidiwing table sets forth the calculation of netddole book value per share before the formationsaations and the offerin

Owne''s equity $ 218,303,00
Minus net intangible asse!

Deferred financing costs, n 4,237,001
Acquired above market leases, 18,953,00
Acquired below market leases, | (23,761,00)
Acquired in place lease value and deferred leasisgs, ne 104,290,00

103,719,00

Net tangible book value of the Digital Reality Peedsso $ 114,584,00

Divided by GI Partne’ units 25,120,65

$ 4.5¢€

I

(2) Decrease in net tangible book value per shtiributable to the formation transactions, buibbethis offering, is determined by dividing thiference between the June 30, 2004 pro

forma net tangible book value, excluding net offgrproceeds, and the June 30, 2004 net tangible\moe of the Digital Realty Predecessor by theber of shares of our common
stock to be held by GI Partne
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after this offering, assuming the exchange indtithe units to be held by GI Partners. The follogvtable sets forth the calculation of the decréaset tangible book value per share
attributable to the formation transactions, bubbethis offering

Pro forma stockholde’ equity $ 166,395,00
Plus pro forma minority interests in operating parship 274,036,00
Minus pro forma net intangible asse

Pro forma deferred financing costs, 8,556,001

Pro forma acquired above market leases 46,155,00

Pro forma acquired below market leases, (38,288,00)

Pro forma acquired in place lease value and deféeaesing costs, ni 140,989,00
157,412,00
Pro forma net tangible book value allocable to camrstockholders and unit holde 283,019,00
Minus pro forma net offering procee 214,200,00
Minus net tangible book value of the Digital RedPyedecessc 114,584,00
$  (45,765,00)
Divided by GI Partne’ units 25,120,65
$ (1.82)
I

(3) Increase in net tangible book value per shémir common stock attributable to this offeriagalculated after deducting the underwriterstdisits and commissions, financial
advisory fees and estimated expenses of this nffe

(4) Based on pro forma net tangible book valtigbatable to common stockholders of approximag3196.9 million divided by 20,000,000 shares of cammon stock to be outstanding,
not including 783,902 shares of common stock isieuagpon exercise of outstanding stock options, 84,470 operating partnership units expected te&geid in connection with the
formation transactions that may, subject to linmtthe partnership agreement of our operating pastrip, be exchanged for cash or, at our opticameshof our common stock on a one-
for-one basis generally commencing 14 months #ficompletion of this offering and 1,490,561 Idegh incentive units to be expected to be grantettuour incentive award plan
that may, subject to limits in the partnership agnent of our operating partnership, be exchangedafsh or, at our option, shares of our commorkstoca one-for-one basis generally
commencing 14 months after the completion of tiffiermmg. There is no further impact on book valiietibn attributable to the exchange of units toigsied to the continuing
investors in the formation transactions due toetfiect of minority interests. The following tablets forth the calculation of pro forma net tangibt®k value per share after the
formation transactions and the offerit

Pro forma stockholde’ equity $ 166,395,00
Minus pro forma net intangible asse
Pro forma deferred financing costs, 8,556,00!
Pro forma acquired above market leases 46,155,00
Pro forma acquired below market leases, (38,288,00)
Pro forma acquired in place lease value and deféeasing costs, ni 140,989,00
157,412,00
Percentage attributable to common stockhol 37.7%
59,470,00
Pro forma net tangible book value allocable to cammstockholder 106,925,00
Divided by shares of common stc 20,000,00
$ 5.3t
I

(5) Dilution is determined by subtracting prorfax net tangible book value per share of our comstock after giving effect to the formation transaics and this offering from the initial
public offering price paid by a new investor fosteare of our common stoc

The following table sets forth, on a pro forma baging effect to this offering and the formatiwansactions: (i) the number of units
issued to Gl Partners and the third parties thatantributing investments in real estate in exgedor units in connection with the formation
transactions, the number of lotgrm incentive units to be issued to our directofficers and other employees in connection withfthrmation
transactions and the number of shares of our constomk to be sold by us in this offering; (ii) thet tangible book value as of June 30, 2004
of the assets contributed to our operating parmgis the formation transactions, which refledts effects of the formation transactions, but
not the effects of this offering and the cash froew investors before deducting underwriters’ diste@and commissions, financial advisory
fees and other estimated expenses of this offeaind;(iii) the net tangible book value of the ageraontribution per share/unit based on total
contributions. See “Risk Factors—Risks Relatechts Offering—Differences between
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the book value of contributed properties and theegpaid for our common stock will result in an imdiate and material dilution of the book
value of our common stock.”

1)
(@)

©)

©)

®)

Cash/Net Tangible Purchase Price
Book Value @ of
Shares/Units Issued? Contributions Net Tangible
Book Value of
Average
Percen Percen Contribution
Number Amount Per Share/Unit

(In thousands;

Units issued in connection with tl

formation transaction 31,452,17 59.4% $ 68,81W@ 22.2% $ 2.1¢
Vested longterm incentive units to |

issued to directors, officers and

other employees in connection

with the formation transactiortd 1,490,56: 2.8 — — —
New investors in the offerin 20,000,00 37.¢ 240,00( 77.1 12.0(®)
Total 52,942,73 100.(% $ 308,81¢ 100.(%

Does not include 783,902 shares issuable uponxéireise of unvested stock optiol
Based on the June 30, 2004 pro forma neflilngook value (consisting of owner’s equity minotangible assets, which are comprised of deféfirethcing costs, acquired above

market leases net of acquired below market leasegiired in place lease value and deferred leasiats) of the assets to be contributed to our dipgraartnership in connection with

the formation transaction
Represents pro forma net tangible book vakief June 30, 2004 of the assets contributedrtopmerating partnership in the formation transaxtjaiving effect to the formation

transactions, but not to the effects of this offgr{in thousands’

Pro forma stockholde’ equity $ 166,39!

Plus pro forma minority interest in operating parship 274,03t

Minus net proceeds in this offeril (214,200)
Minus pro forma intangible asse

Deferred financing cos (8,55¢€)

Acquired above market leases of $46,155 net ofieedjbbelow market leases of $38,2 (7,867)

Acquired in place lease value and deferred leasnsts (140,989

$ 68,81¢

I

The long-term incentive units will not bertsdierable for a period of three years from the datgrant and will receive the same quarterly pat distributions as common units in our
operating partnership, which equal per share Hisgfions on our common stock. Initially, longrm incentive units will not have full parity witbmmon units with respect to liquidati
distributions. Upon the occurrence of specifiedntsglong-term incentive units may over time achi@él parity with common units in our operatingrpeership for all purposes, and
therefore accrete to an economic value equivatentit common stock on a one-for-one basis. If pasity is reached, long-term incentive units maybeverted into an equal number
of common units of our operating partnership attmg, and thereafter enjoy all the rights of comnumits of our operating partnership. However, éhae circumstances under which

the lon¢-term incentive units will not achieve full parityitth common units of our operating partnersl
Before deducting underwrite’ discounts and commissions, financial advisory fees$other estimated expenses of this offering haddrmation transaction

47



Table of Contents

SELECTED FINANCIAL DATA

The following table sets forth selected financiadl mperating data on a combined historical basighi® “Digital Realty Predecessoihe
Digital Realty Predecessor is comprised of the estdte activities and holdings of Gl Partnersteel@o the properties in our portfolio. We h.
not presented historical information for DigitalaRy Trust, Inc. because we have not had any catpactivity since our formation other than
the issuance of shares of common stock in conmreutith the initial capitalization of our companydibecause we believe that a discussion of
the results of Digital Realty Trust, Inc. would roet meaningful. The Digital Realty Predecessor doatbhistorical financial information
includes:

» the wholly owned real estate subsidiaries and ritgjorvned real estate joint ventures that Gl Pagiimtends to contribute to our
operating partnership in connection with this affgr

» an allocation of Gl Partne’ line of credit to the extent that borrowings anldesd interest expense relate to (1) borrowindsital
acquisitions of the properties in our portfolio @)l borrowings to pay asset management fees pad@l IPartners that were allocated
to the properties in our portfolio; al

» an allocation of the asset management fees paiddtated party and incurred by Gl Partners, aloitiy an allocation of the liabilit
for any such fees that are unpaid as of the datieedinancial statements and an allocation of &trrers’ general and administrative
expenses

You should read the following selected financiaiada conjunction with our combined historical colidated financial statements and
related notes and with “Management’s Discussion/malysis of Financial Condition and Results of @®ns,” which are included
elsewhere in this prospectus.

The historical combined balance sheet informat®ofeDecember 31, 2003 and 2002 of the Digital feRdedecessor and the combined
statements of operations information for the y¢aes ended and for the period from February 281Z0@&eption) through December 31, 2001
of the Digital Realty Predecessor have been deffnaed the historical combined financial statememddited by KPMG LLP, independent
registered public accounting firm, whose reportwéspect thereto is included elsewhere in thisgeotus. The historical combined balance
sheet information as of June 30, 2004 and DeceBhe2001 and the combined statements of operaitidmignation for the six months ended
June 30, 2004 and 2003 have been derived fromrtaedited combined financial statements of the Bidealty Predecessor. In the opinior
the management of our company, the historical coatbbalance sheet information as of June 30, 2004hee historical combined statements
of operations for the six months ended June 304 20@ 2003 include all adjustments (consistingrdy @ormal recurring adjustments)
necessary to present fairly the information sethftlerein. Our results of operations for the imeperiod ended June 30, 2004 are not
necessarily indicative of the result to be obtaiferdhe full fiscal year.

Our unaudited selected pro forma consolidated irustatements and operating information as offanthe six months ended June 30,
2004 and for the year ended December 31, 2003 a&sscompletion of this offering and consummatiothefformation transactions as of the
beginning of the period presented for the operatizig. and as of the stated date for the balanat data. Our pro forma consolidated financial
statements include the effects of the acquisitipndof all of the ownership interests owned bydipiarties in the properties acquired or
expected to be acquired subsequent to June 30,8004 with the related financing transactionsf #sose acquisitions and financing
transactions had occurred as of the beginningeoptriod presented for the operating data and deecdftated date for the balance sheet data.
Our pro forma financial information is not necedlgandicative of what our actual financial positi@and results of operations would have been
as of the date and for the periods indicated, oesdt purport to represent our future financiadipon or results of operations.
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The Company and the Digital Realty Predecessor
(Amounts in thousands, except per share data)

Period from
February 28,
2001
(inception)
through
December 31
Six Months Ended June 30, Year ended December 31,
Pro Forma Pro Forma
Consolidatec Consolidatec L
Historical
Historical Combined Historical Combined Combined
2004 2004 2003 2003 2003 2002 2001
(Unaudited) (Unaudited) (Unaudited)
Statement of Operations Data:
Rental revenue $ 60,54¢ $ 34,46 $ 22,29¢ $ 118,88. $ 50,09¢ $ 21,200 $ —
Tenant reimbursemen 11,18( 5,397 4,317 22,28¢ 8,661 3,89« —
Other revenue 2,32( 1,71z 4,22z 6,01¢ 4,32¢ 45¢ 12
Total revenue 74,04¢ 41,57( 30,831 147,18t 63,08¢ 25,55t 12
Rental property operating and maintenance expe 12,427 6,28¢ 3,63¢ 22,95 8,62¢ 4,997 —
Property taxe 5,83t 3,83: 2,41¢ 11,01 4,68¢ 2,75t —
Insurance 1,23( 562 20¢ 2,27¢ 62€ 83 —
Interest expens 14,89¢ 7,87¢ 4,09¢ 29,78¢ 10,09: 5,24¢ —
Asset management fees to related p — 1,59:¢ 1,592 — 3,18t 3,18t 2,662
Depreciation and amortization expel 22,06¢ 12,21¢ 7,187 43,477 16,29¢ 7,65¢ —
General and administrative expen 20,18¢ 157 43 22,44¢ 32¢ 24¢ —
Other expense 2,58¢ 2,54( 2,48( 2,69¢ 2,45¢ 1,24¢ 107
Total expense 79,23 35,06¢ 21,66: 134,65: 46,297 25,42¢ 2,77(
Income (loss) before minority interests (defi (5,185 6,501 9,17¢ 12,53: 16,79: 12¢ (2,75¢%)
Minority interests (deficits (3,23)) (56) 73 7,791 14¢ 19C —
Net income (loss $ (1959 $ 6551 $ 9,101 $ 4,73t $ 16,64: $ 61 $ (2,75¢)
Balance Sheet Data (at period end)l)
Investments in real estate, after accumulated degtien and
amortization $ 780,21. $582,73 $ — $ — $391,73° $212,00¢ $ —
Total asset 1,000,47 731,23 — — 479,69¢ 269,83¢ 1,89:
Notes payable under line of cre 31,44( 75,317 — — 44.43¢ 53,00( —
Notes payable under bridge lo 7,95( 99,50( — — — — —
Mortgages and other secured lo. 470,62¢ 299,07¢ — — 253,42¢ 103,56( —
Total liabilities 559,87: 509,68: — — 328,30: 183,52 90z
Minority interests 274,20! 3,25( — — 3,44¢ 3,13¢ —
Stockholder' /owner's equity 166,39! 218,30: — — 147,95: 83,177 99C
Total liabilities and stockholde’' /owner' s equity 1,000,47 731,23 — — 479,69¢ 269,83t 1,89:
Per Share Data: —
Pro forma earnings (loss) per st—basic and dilute: $ (0.10 — — $ 0.24 — — —
Pro forma weighted average common shares outs@grebasic and
diluted 20,00( — — 20,00(¢ — — —
Other Data:
Funds from operatior$) $ 16,89: — — $ 56,00¢ — — —
Cash flows from
Operating activitie: — $ 15,006 $ 13,34: — $ 2898t $ 964t $ (1,867%)
Investing activities — (227,74) (107,12() — (215,267) (164,75%) (1,887)
Financing activitie: — 211,83 92,22t — 187,87: 158,68t 3,74¢

(1) Balance sheet data as of December 31, 2001 is itedL

(2) We calculate funds from operations, or FFOadcordance with the standards established biyfalienal Association of Real Estate Investment ®&usr NAREIT. FFO represents net
income (loss) (computed in accordance with GAARgwding gains (or losses) from sales of propesg) estate related depreciation and amortizaggol(ding amortization of
deferred financing costs) and af
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adjustments for unconsolidated partnerships amd y@ntures. Management uses FFO as a supplenpenfafmance measure because, in excluding reakastated depreciation and
amortization and gains and losses from properfyadisions, it provides a performance measure tiagn compared year over year, captures trendscimpancy rates, rental rates and
operating costs. We also believe that, as a widglpgnized measure of the performance of REITs, WHie used by investors as a basis to compar@perating performance with
that of other REITs. However, because FFO excldeépseciation and amortization and captures neitreechanges in the value of our properties thatiré®m use or market
conditions nor the level of capital expenditured Easing commissions necessary to maintain theatpg performance of our properties, all of whidve real economic effect and
could materially impact our results from operaticthe utility of FFO as a measure of our perforneaisdimited. Other equity REITs may not calculgfO in accordance with the
NAREIT definition and, accordingly, our FFO may et comparable to such other RE' FFO. Accordingly, FFO should be considered ordyassupplement to net income as a
measure of our performance. FFO should not be asedmeasure of our liquidity, nor is it indicatfefunds available to fund our cash needs, inclgdiur ability to pay dividends or
make distributions. FFO also should not be usea agppplement to or substitute for cash flow frorerating activities computed in accordance with GAARe following table sets
forth a reconciliation of our pro forma funds fraperations for the periods presented (in thousa

Pro Forma
Six Months
Ended Year

June 30, 200 Ended

December 31, 20C
Pro forma income (loss) before minority interesoperating partnership but after minority interiest

consolidated joint venture $ (5,17)) $ 12,53:
Plus: pro forma real estate depreciation and agaditin 22,06t 43,47
Pro forma funds from operatioﬁ§ $ 16,89¢ $ 56,00¢
I I

(@) Pro forma funds from operations as set fabtbve includes approximately $17.9 million of comseion expense related to fully-vested long-teroeitive units granted in
connection with this offering and the formationnisactions for the periods present
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiomctvith “Selected Financial Data,” the audited cbined financial statements of the
Digital Realty Predecessor as of December 31, 20682002 and for the years then ended and for émog from February 28, 20C
(inception) through December 31, 2001 and the uitaddcombined financial statements of the DigitaaRy Predecessor as of and for the six
months ended June 30, 2004 and for the six montthadeJune 30, 2003 appearing elsewhere in thispaatsis. Where appropriate, the
following discussion includes analysis of the effed the formation transactions, certain othemsactions and this offering. These effects
reflected in the pro forma combined financial stagats located elsewhere in this prospectus.

Overview

Our company. We own, acquire, reposition and manage tecgy-related real estate. We expect to qualify as a R&iTederal
income tax purposes beginning with our initial taleayear ending December 31, 2004. Our companyfevaged on March 9, 2004. Since our
formation, we have not had any corporate activiheothan the issuance of shares of common stocrinection with the initial capitalization
of our company. Because we believe that a discusfithe results of Digital Realty Trust, Inc. wduiot be meaningful, we have set forth
below a discussion of the historical operationthefDigital Realty Predecessor, and as such, dayergce to “our,” “we” and “us” includes the
Digital Realty Predecessor. The Digital Realty Raabssor is comprised of the real estate activdtiesholdings of Gl Partners related to the
properties in our portfolio. The Digital Realty Bexessor is engaged in the business of acquinmging, operating, repositioning and
eventually selling real estate in the United States internationally. The consolidated pro fornmaficial information includes financial
information related to (1) the Digital Realty Predssor, (2) our option property, Carrier Centemsvagurrently anticipate exercising this opt
simultaneously with the completion of this offerjrog shortly thereafter and (3) properties in oontfplio acquired by us after June 30, 2004 or
to be acquired by us upon completion of this offgrand consummation of the formation transactions.

Business and strategy Our primary business objectives are to max@nsiastainable longerm growth in earnings, funds from operati
and cash flow per share and maximize returns tstmokholders. We expect to achieve our objectiyefocusing on our core business of
investing in technology-related real estate. Wgeathigh quality, strategically located propertiestaining applications and operations critical
to the day-to-day operations of technology indutgnants. The Digital Realty Predecessor in thélpas and we intend in the future to, focus
on regional, national and international tenant$iwithe technology industry that are leaders ilir ttespective areas. Most of our properties
contain fully redundant electrical supply systemsitiple power feeds, above-standard electrical KVgystems, raised floor areas to
accommodate computer cables and below-floor coayrsgems, extensive in-building communications iogbnd high-level security systems.
We focus solely on technology-related real estatabse we believe that the growth in the technolodystry will be superior to that of the
overall economy.

Since the acquisition of our first property in 200& have acquired or will acquire upon completibthis offering and consummation of
the formation transactions an aggregate of 23 t&olyy-related real estate properties with 5.6 wrilhet rentable square feet. We have
developed detailed, standardized procedures fduatiag acquisitions to ensure that they meet maricial and other criteria. We expect to
continue to acquire additional assets as a keygbanir growth strategy. We intend to aggressivenage and lease our assets to increase
cash flow. We often acquire properties with subsghm-place cash flow and some vacancy, whictbésus to create upside through lease-
up. See “Business and Properties.”

We may acquire properties subject to existing nagrégfinancing and other indebtedness or to newbted@ess which may be incurrec
connection with acquiring or refinancing these stagents. Debt service on such indebtedness wil lagpriority over any dividends with
respect to our common stock. We intend to
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limit our indebtedness to 60% of our total markagbitalization and expect that our ratio of dehtotal market capitalization upon completiot
this offering will be approximately 44.5%.

Revenue base Upon completion of this offering and consumiorabf the formation transactions, we will own 2®perties located
throughout the U.S. and one property located indoon England, containing a total of approximately fillion net rentable square feet. We
acquired our first portfolio property in January020an additional four properties through Decen#ier2002, eight properties during the year
ended December 31, 2003 and ten properties thaawe acquired or plan to acquire during the curisn&l year, assuming exercise of the
Carrier Center option. As of June 30, 2004, theertes that will comprise our initial portfolio weeapproximately 87.1% leased at an average
annualized rent per leased square foot of $20.0teDur tenants generally fund capital improverseotir lease terms are generally longer
than standard commercial leases. Our average teaseas 12.6 years, with an average of 7.9 yearmiging, and lease expirations through
2007 are only 7.9% of net rentable square feet&¥©f aggregate annualized rent as of June 3@.200

Operating expenses Our operating expenses generally consistilifies, property and ad valorem taxes, insuranu gite maintenant
costs, as well as rental expenses on our grouseé.l€ar the Digital Realty Predecessor, a sigmifipartion of the general and administrative
type expenses have been reflected in the assegeraeat fees that we pay to Gl Partners’ relatetit@eset manager. The asset management
fees have been based on a fixed percentage otepihmitments made by the investors in Gl Partreeportion of which have been allocated
to the Digital Realty Predecessor. In the montlisiogng completion of this offering and consummatiof the formation transactions, our asset
management function will be internalized and wd initur the majority of our general and administratexpenses directly. We have entered
into a transition services agreement with CB RidHallis Investors with respect to transitional amcting and other services. See “Certain
Relationships and Related Transactions—Transitemi€es Agreement with CB Richard Ellis Investois.’addition, as a public company, we
will incur significant legal, accounting and otlexpenses related to corporate governance, Sesuaitid Exchange Commission reporting and
compliance with the various provisions of the SadsaOxley Act of 2002.

Formation transactions Pursuant to contribution agreements, our dipgrgartnership will receive contributions of ditend indirect
interests in the properties in our initial portéolh exchange for consideration that includes castymption of debt and an aggregate of
38,262,206 units in our operating partnership (\aithraggregate value of $1,097.7 million based erirttial public offering price). The initial
public offering price of our common stock was detiered in consultation with the underwriters. Amahg factors that were considered were
our record of operations, our management, our estidhnet income, our estimated funds from operstioar estimated cash available for
distribution, our anticipated dividend yield, ouogth prospects, the current market valuationgrfaial performance and dividend yields of
publicly traded companies considered by us anditieerwriters to be comparable to us and the custaté of the commercial real estate
industry and the economy as a whole. The initidligwffering price does not necessarily bear aigtionship to the historical book value or
fair market value of our assets. We have not obthappraisals of the properties and other asséis ¢ontributed to our operating partnership
or purchased by our operating partnership for casta result, the consideration to be given in excfe by us for our properties and other
assets may exceed their fair market value.

We will account for the ownership interests conttédal to us by Gl Partners in exchange for a pastigiinterest in our operating
partnership as a reorganization of entities underrnon control in a manner similar to a poolingraérests. Accordingly, the assets and
liabilities contributed by Gl Partners will be aceed for by the operating partnership at Gl Pastri@storical cost. See “Structure and
Formation of Our Company—Formation Transactionse Will account for the ownership interests in 2@uPAvenue and 1100 Space Park
Drive contributed to us by third parties and théocl@inority ownership interest in Univision Towemtobuted to us by our joint venture
partner under the purchase method of accountingordlingly, the purchase price for
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these interests, which are equal to the valueebtierating partnership units that we will issueduohange, will be allocated to the assets
acquired and liabilities assumed based on thevédire of the assets and liabilities.

Factors Which May Influence Future Results of Operéons

Rental incomt.  The amount of net rental income generatedhbyptoperties in our portfolio depends principaliyour ability to
maintain the occupancy rates of currently leasedepnd to lease currently available space ane spagilable from lease terminations. As of
June 30, 2004, the occupancy rate in the propehasvill comprise our initial portfolio was appiimately 87.1% of our rentable square feet.
The amount of rental income generated by us alpertis on our ability to maintain or increase reratds at our properties. In addition, one of
our strategies is to convert approximately 181 ,080rentable square feet of data center spaceewidnsive installed tenant improvements that
is, or shortly will be, available for lease to niiténant collocation use in order to allow us tade small spaces at rates that are significantly
higher than prevailing market rates for other ukgative trends in one or more of these factoutdcadversely affect our rental income in
future periods. Future economic downturns or regiiclownturns affecting our submarkets or downtimrtde technology industry that impair
our ability to renew or re-lease space and thetloif our tenants to fulfill their lease commitiitenas in the case of tenant bankruptcies, could
adversely affect our ability to maintain or increasntal rates at our properties. In addition, ghow rental income will also partially depend
our ability to acquire additional technology-retateal estate that meets our investment criteria.

Scheduled lease expirations Our ability to re-lease expiring space willpatt our results of operations. In addition to agpnately
720,000 square feet of currently available spaaimportfolio as of June 30, 2004, leases reptegpapproximately 1.3% and 0.7% of the
square footage of our portfolio are scheduled furexduring the 12-month periods ending June 3052ihd 2006, respectively. The leases
scheduled to expire in the 12-month periods endinge 30, 2005 and 2006 represent approximately ar2¥®.7%, respectively, of our total
annualized base rent.

Conditions in significant markets Our portfolio is geographically concentratadtie Boston, Dallas, Los Angeles, New York, San
Francisco and Silicon Valley metropolitan markdisese markets comprised 9.9%, 19.5%, 8.9%, 6.4%% and 28.9%, respectively, of
annualized rent as of June 30, 2004 of the praggectmprising our initial portfolid?ositive or negative changes in conditions in égmi§icant
markets will impact our overall performance. Thdl&s San Francisco and Silicon Valley metropoliteal estate markets were adversely
affected by the recent downturn in the technologlustry and continue to stabilize as the technolodystry and broader economy rebound.
Of the 2.0% of the net rentable square feet ofpmutfolio subject to expiration in the 24 monthslierg June 30, 2006, the majority of the space
is in Denver. The Denver metropolitan real estatek®t was also adversely affected by the recenttaw in the technology industry. We
believe that the Denver leasing market appeare &tdbilizing, with recent positive absorption pase.

Operating expenses Our operating expenses generally consistilifies, property and ad valorem taxes, insuranue site maintenan:
costs, as well as rental expenses on our grouse.l®de also will incur general and administrativpeases, including expenses relating to the
internalization of our asset management functisrwyell as significant legal, accounting and othgremses related to corporate governance,
Securities and Exchange Commission reporting antptiance with the various provisions of the Sarlsa@gley Act. Increases or decrease
such operating expenses will impact our overalfggarance. As a new company, we may experience stautial short term increase in
operating expenses as we internalize our assetgaarent function and begin to incur the majorityof expenses directly.

Critical Accounting Policies

Our discussion and analysis of financial conditimad results of operations are based upon our cadbinancial statements, which he
been prepared in accordance with U.S. generallgped accounting principles (GAAP). The preparatibthese financial statements in
conformity with GAAP requires us to make estimatad assumptions that affect the reported amourdss#ts and liabilities at the date of the
financial statements
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and the reported amount of revenues and expensles ieporting period. Our actual results may diffem these estimates. We have provided
a summary of our significant accounting policieNiote 2 to our combined financial statements inetudlsewhere in this prospectus. We
describe below those accounting policies that mrequiaterial subjective or complex judgments and e the most significant impact on our
financial condition and results of operations. @uanagement evaluates these estimates on an origasigy based upon information currently
available and on various assumptions managemeetbslare reasonable as of the date on the freetr aj this prospectus.

Investments in Real Estate

Acquisition of real estat. The price that we pay to acquire a properfynigacted by many factors including the conditidthe
buildings and improvements, the occupancy of thklimg, the existence of above and below markeamé¢heases, the creditworthiness of the
tenants, favorable or unfavorable financing, abmvieelow market ground leases and numerous otbtarfa Accordingly, we are required to
make subjective assessments to allocate the perghize paid to acquire investments in real estateng the assets acquired and liabilities
assumed based on our estimate of the fair valussalf assets and liabilities. This includes deteimgithe value of the buildings and
improvements, land, any ground leases, tenant ingonents, in-place tenant leases, tenant relatipasttie value (or negative value) of above
(or below) market leases and any debt assumedthrerseller or loans made by the seller to us. Bathese estimates requires a great deal of
judgment and some of the estimates involve comgédoulations. Our calculation methodology is sumireat in Note 2 to our combine
financial statements. These allocation assessrhamtsa direct impact on our results of operati@wahse if we were to allocate more value to
land there would be no depreciation with respesttth amount or if we were to allocate more vatuthé buildings as opposed to allocating to
the value of tenant leases, this amount would begrized as an expense over a much longer peritchef since the amounts allocated to
buildings are depreciated over the estimated bfeéke buildings whereas amounts allocated to teleases are amortized over the terms of the
leases. Additionally, the amortization of value fegative value) assigned to above or below mastetleases is recorded as an adjustment to
rental revenue as compared to amortization of #heevof in-place leases and tenant relationshipgwis included in depreciation and
amortization in our combined statements of openatio

Useful lives of assets We are required to make subjective assessmasritsthe useful lives of our properties for psgmof determinir
the amount of depreciation to record on an annasikbwith respect to our investments in real esfdiese assessments have a direct impact or
our net income because if we were to shorten theard useful lives of our investments in realtestse would depreciate such investments
over fewer years, resulting in more depreciatiopesse and lower net income on an annual basis.

Asset impairment valuatian We review the carrying value of our propertidgen circumstances, such as adverse market comsliti
indicate potential impairment may exist. We basereview on an estimate of the future cash flowsl{eding interest charges) expected to
result from the real estate investment’s use amdtenal disposition. We consider factors such agréubperating income, trends and prospects,
as well as the effects of leasing demand, competdind other factors. If our evaluation indicatest ive may be unable to recover the carrying
value of a real estate investment, an impairmest i recorded to the extent that the carryingevakceeds the estimated fair value of the
property. These losses have a direct impact ometincome because recording an impairment logdtsda an immediate negative adjustment
to net income. The evaluation of anticipated cémlivs is highly subjective and is based in part ssuanptions regarding future occupancy,
rental rates and capital requirements that codfdrdinaterially from actual results in future pef® Since cash flows on properties considered
to be longlived assets to be held and used are considerad andiscounted basis to determine whether an hasdieen impaired, our strati
of holding properties over the long-term directBcceases the likelihood of recording an impairnbess. If our strategy changes or market
conditions otherwise dictate an earlier sale datémpairment loss may be recognized and suctclmgsl be material. If we determine that
impairment has occurred, the affected assets neustchiced to their fair value. No such impairmessés have been recognized to date.
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We estimate the fair value of rental propertieBaiig a discounted cash flow analysis that inchigeojections of future revenues,
expenses and capital improvement costs, similreééncome approach that is commonly utilized bgrajsers.

Revenue Recognition

Rental income is recognized using the straightiireéhod over the terms of the tenant leases. Defeents included in our combin
balance sheets represent the aggregate excesgalfrevenue recognized on a straight line basés the rental revenue that would be
recognized under the terms of the leases. Ourdegaeerally contain provisions under which the témaeimburse us for a portion of property
operating expenses and real estate taxes incuyrad. ISuch reimbursements are recognized in thedtrat the expenses are incurred. Lease
termination fees are recognized when the relai@sete are canceled and we have no continuing abligat provide services to such former
tenants. As discussed above, we recognize amaotizat the value of acquired above or below mat&etint leases as a reduction of rental
income in the case of above market leases or aease to rental revenue in the case of below mégkses.

We must make subjective estimates as to when @ante is earned and the collectibility of our acisueceivable related to minimum
rent, deferred rent, expense reimbursements, teasénation fees and other income. We specificafiglyze accounts receivable and historical
bad debts, tenant concentrations, tenant credibivass, and current economic trends when evaluttimgdequacy of the allowance for bad
debts. These estimates have a direct impact onegincome because a higher bad debt allowancedwesult in lower net income, and
recognizing rental revenue as earned in one pegoglis another would result in higher or lowerinebme for a particular period.
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Results of Operations

The discussion below relates to our financial ctadiand results of operations for the six monthdieg June 30, 2004 and 2003, for
years ending December 31, 2003 and 2002 and fqretied from the formation of the Digital Realtyelecessor on February 28, 2001 thrc
December 31, 2001.

The following table identifies each of the propestin our portfolio acquired through June 30, 2@dr. property portfolio has
experienced consistent and significant growth sthesfirst property acquisition in January 2002.aA®sult of such growth, a period-to-period
comparison of the Digital Realty Predecessor’srfaial performance focuses primarily on the impacbar revenues and expenses resulting
from the new property additions to our portfolim @n existing property basis, our revenues andresqsehave remained substantially stable as
a result of the generally consistent occupancysrat@ur properties.

Occupancy Rate

Net Rentable June 30 December 31 December 31
Acquisition
Acquired Properties Date Square Feel 2004 2003 2002

Year Ended December 31, 20
36 Northeast Second Stre Jan. 200 162,14( 81.1% 95.7% 95.7%
Univision Tower Jan. 200 477,10° 79.7 84.1 82.2
Camperdown Hous July 200: 63,23 100.( 100.( 100.(
Hudson Corporate Cent Nov. 200: 311,95( 88.7 88.7 100.¢
NTT/Verio Premier Data Cent Dec. 200: 130,75: 100.C 100.C 100.C

Subtotal 1,145,18:
Year Ended December 31, 20
Ardenwood Corporate Pa Jan. 200 307,65’ 100.( 80.7 —
VarTec Building Jan. 200 135,25( 100.C 100.( —
ASM Lithography Facility May 200: 113,40! 100.( 100.( —
AT&T Web Hosting Facility June 200 250,19: 50.C 50.C —
Brea Data Cente Aug. 200 68,80 100.( 100.C —
Granite Towel Sept. 200 240,15: 98.C 98.¢€ —
Maxtor Manufacturing Facilit Sept. 200 183,05( 100.( 100.( —
Stanford Place | Oct. 200: 348,57: 78.4 79.¢ —

Subtotal 1,647,08:
Six Months Ended June 30, 20(
100 Technology Center Driv Feb. 200 197,00( 100.C — —
Siemens Building April 2004 125,53¢ 100.C — —
Carrier Cente May 200« 449,25: 80.t — —
Sawvis Data Cente May 200: 300,00( 100.(¢ — —
Comverse Technologies Buildii June 200 388,00( 99.7 — —
Subtotal 1,459,79:

Total 4,252,05!

Comparison of Six Months ended June 30, 2004 t¥8iths ended June 30, 2003

As of June 30, 2004, our portfolio was comprised®froperties with an aggregate of approximatedymillion net rentable square feet
compared to a portfolio comprised of nine propsrtiéth an aggregate of approximately 2.0 million remtable square feet as of June 30, 2
The increase in our portfolio reflects the acqigsitof nine properties with an aggregate of apprately 2.3 million net rentable square feet.

Total revenues increased $10,733,000, or 34.8%41¢570,000 for the six months ended June 30, 266¥pared to $30,837,000 for the
six months ended June 30, 2003. Rental revenuedsed $12,163,000, or 54.5%, to $34,461,000 fosithmonths ended June 30, 2004
compared to $22,298,000 for the six months
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ended June 30, 2003. Revenues from tenant reimhergs increased $1,080,000, or 25.0%, to $5,397@0be six months ended June 30,
2004 compared to $4,317,000 for the six months @ddee 30, 2003. The increase in rental and teranbursement revenues was primarily
due to the properties added to our portfolio sihmee 30, 2003. The decrease in other revenue 518200, or 59.5%, to $1,712,000 for the
months ended June 30, 2004 compared to $4,22200@0¢f six months ended June 30, 2003 was primduidyto a decrease in early lease
termination fees.

Total expenses increased $13,406,000, or 61.9%35(069,000 for the six months ended June 30, 266¥ared to $21,663,000 for the
six months ended June 30, 2003. The increasedharpenses was primarily due to the propertiegddd our portfolio since June 30, 2003.
The increase in total expenses includes an inciadaterest expense of $3,779,000 to $7,878,00thi® six months ended June 30, 2004
compared to $4,099,000 for the six months ended 3002003 associated with new mortgage and oweirsd debt incurred in connection
with the properties added to our portfolio. Thergase in total expenses also includes an increasthér expenses of $60,000, or 2.4%, to
$2,540,000 for the six months ended June 30, 266¥pared to $2,480,000 for the six months ended 30n2003. Other expenses are
primarily comprised of write-offs of the carryinghaunts for deferred tenant improvements, acquingaace lease value and acquired above
and below market lease values as a result of tie teamination of tenant leases. The total amaifrguch write-offs for the six months ended
June 30, 2004 is comparable to the total for therginths ended June 30, 2003 despite the decresesasie termination revenue primarily due
to the termination of a lease during the six momtided June 30, 2004 for which there were no tetioin fees. During the six months ended
June 30, 2004 and 2003, the asset managementdeaelated party remained constant as this feebassd on a fixed percentage of capital
commitments by the investors in Gl Partners, aipomf which have been allocated to the Digital ReBredecessor.

Comparison of Year ended December 31, 2003 to &feded December 31, 2002

As of December 31, 2003, our portfolio was comptisE13 properties with an aggregate of approxitga2e8 million net rentable square
feet compared to a portfolio comprised of five s with an aggregate of approximately 1.1 onillhet rentable square feet as of Decembel
31, 2002. The increase in our portfolio reflects #itquisition of eight properties with an aggregditapproximately 1.6 million net rentable
square feet.

Total revenue increased $37,533,000, or 146.9%683088,000 for the year ended December 31, 200pared to $25,555,000 for the
year ended December 31, 2002. Rental revenue sente$28,896,000, or 136.3%, to $50,099,000 foy#ze ended December 31, 2(
compared to $21,203,000 for the year ended DeceBihet002. Revenues from tenant reimbursementsased $4,767,000, or 122.4%, to
$8,661,000 for the year ended December 31, 200pared to $3,894,000 for the year ended Decembe2@X2. The increase in rental and
tenant reimbursement revenues was primarily ddleeg@roperties added to our portfolio during theelapart of 2002 and the year ended
December 31, 2003. Other revenues increased $8@Y €y $4,328,000 for the year ended December @13 2ompared to $458,000 for the
year ended December 31, 2002. This increase wamply due to an early lease termination fee recaghduring the year ended Decem
31, 2003.

Total expenses increased $20,871,000, or 82.1%48297,000 for the year ended December 31, 200 aced to $25,426,000 for the
year ended December 31, 2002. The increase wasigirdue to the increase in expenses relateddpepties added to our portfolio during
latter part of 2002 and the year ended Decembe2@®13. The increase in total expenses includes@ease in interest expense of $4,842,000
to $10,091,000 for the year ended December 31, 206%ared to $5,249,000 for the year ended DeceBIhe&2002 associated with new
mortgage and other secured debt incurred in coiumeaith the properties in our portfolio. Other expses of $2,459,000 and $1,249,000 for
the years ended December 31, 2003 and 2002, resgecprimarily consist of write-offs of the caing amounts for deferred tenant
improvements, acquired in place lease value andigzhabove and below market lease values as i ofshe early termination of tenant
leases in each year. During the year ended DeceBih@003 and 2002, the asset management fee to a
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related party remained constant as this fee wasthas a fixed percentage of capital commitmentthbyinvestors in Gl Partners, a portion of
which have been allocated to the Digital Realtydeoessor.

Comparison of Year Ended December 31, 2002 to ¢ho&from February 28, 2001 (inception) throughdember 31, 2001

Our predecessor acquired the first property inpmstfolio in January 2002. As of December 31, 2G8#, portfolio was comprised of fi\
properties generating total revenues of $25,555{00the year then ended. Our revenues of $12,00thé year ended December 31, 2001
consisted of interest income.

Total expenses increased $22,656,000 to $25,42600@0e year ended December 31, 2002 primarilytdube expenses incurred in
connection with the new properties added to outfplaw. Total expenses of $2,770,000 for the pefiamin February 28, 2001 (inception)
through December 31, 2001 primarily consisted efahset management fee to a related party thatb@seesl on a fixed percentage of capital
commitments of the investors in Gl Partners, aiporof which have been allocated to the Digital ReBredecessor.

Pro Forma Operating Results

Our pro forma condensed consolidated statemerdparfations reflect the real estate, other asset$iayilities contributed to us by Gl
Partners in exchange for limited partnership uinitsur operating partnership, which will be accahfor as a reorganization of entities under
common control. Accordingly, the assets and litibdiassumed will be recorded at the Digital ReRigdecessor’s historical cost. Expenses
such as depreciation and amortization includediimpoo forma operating results are based on th@dbigealty Predecessarhistorical costs
the related contributed assets. In addition, theeyship interests in 200 Paul Avenue and 1100 SpadeDrive to be contributed to us by tt
parties and the 10% minority interest in Univisibower to be contributed to us by our joint ventpaetner will be accounted for under the
purchase method of accounting based on the faiewvaf the assets acquired and liabilities assumed.

The pro forma adjustments reflect a reclassificatibasset management fees to general and adratiistexpenses and removal of the
asset managey’estimated profit included in these fees. Thisistdjent reflects that asset management fees wibepayable subsequent to
completion of this offering and the asset manageriges incurred historically will be replaced withiect payments of compensation expense,
rent and other general and administrative expenses.

Comparison of Pro Forma Six Months Ended June 80420 Historical Six Months Ended June 30, 2004

The pro forma condensed consolidated statemererations for the six months ended June 30, 20pdesented as if this offering, t
formation transactions, the exercise of our optacquire Carrier Center, the acquisitions of T@6hnology Center Drive, Siemens Building,
Savvis Data Center, Comverse Technology BuildingoveNet Data Center, Webb at LBJ, 200 Paul Avehi@) Space Park Drive and the
acquisition of a 75% interest in the eBay Data €enthich along with Carrier Center are collectvedferred to below as the 2004 properties,
and the purchase of the remaining 25% interedtéreBay Data Center from a third party, all haduowa on January 1, 2004. In addition, the
pro forma statement reflects the effects of actjaisiof the all of the minority interests in Uniios Tower held by a joint venture partner in
exchange for units in our operating partnershipnupampletion of this offering.

The consolidation of the operating results of th8£2properties in our pro forma income statementife six months ended June 30, 2
resulted in significant increases in various congrs of our statement of operations. In additiam,pyo forma adjustments also reflect
significant increases in general and administragixgenses largely as a result of compensation egpetated to awards of fully-vested long-
term incentive units to be granted in connectiothwhis offering and the formation transactionséotain employees and our Executive
Chairman. See “Management—2004 Incentive AwardPdad “—Employment Agreements.” This
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increase is partially offset by a significant irecse in net income related to acquisitions of th@2froperties. The net effect of all of our pro
forma adjustments is a reduction in our net incéon@ net loss on a pro forma basis.

The components of the significant changes that dvbalve been reflected in our financial statementa pro forma basis for the six
months ended June 30, 2004 compared to the hiakoeisults are as follows:

On a pro forma basis, total revenues would haveased $32,478,000, or 78.1%, to $74,048,000 tosithmonths ended June 30, 2004
compared to $41,570,000 reported historically lier $ame period. This increase is primarily thelteguncreases in rental revenue and tenant
reimbursements resulting from the consolidatiothef2004 properties.

On a pro forma basis, total expenses would havedsed $44,164,000, or 125.9%, to $79,233,000hésix months ended June 30, 2
compared to $35,069,000 reported historically fier $ame period. The increase in pro forma totaéeses reflects significant increases
resulting from acquiring the 2004 properties. Rnarfa interest expense reflects a net increase,02$,000, or 89.1%, resulting from increases
in indebtedness resulting from acquisition of t0842 properties and borrowings under our new ungekcaredit facility and new secured debt
partially offset by decreases resulting from repagtrof mortgage, mezzanine and bridge loans andreds allocated to us under Gl Partners’
line of credit. Pro forma total expenses also f§17,975,000 of additional general and admintiseeexpenses that is comprised of increases
in compensation expense resulting from awardsamksbptions which vest over a four-year period arly-vested longterm incentive units, 1
be granted in connection with this offering andfitrenation transactions to certain employees amdesecutive Chairman.

On a pro forma basis, minority interests for thembnths ended June 30, 2004 decreased to a myideficit of $(3,231,000) compared
to a deficit of $(56,000) of minority interests oefed historically for the same period. The praviarminority interests primarily consist of an
allocation of the pro forma loss before minorityeirests of our operating partnership as a resudtsoing limited partnership units in our
operating partnership to Gl Partners and the fhéndies, and the historical minority interests tedisto our joint venture partners’ share of our
historical net income.

Comparison of Pro Forma Year Ended December 31320Mistorical Year Ended December 31, 2003

The pro forma condensed consolidated statemereartations for the year ended December 31, 200&&epted as if this offering, the
formation transactions, the acquisitions of the2pfbperties, the purchase of the remaining 25%rést in the eBay Data Center property f
a third party and the acquisitions of Ardenwood@oate Park, VarTec Building, ASM Lithography FégilAT&T Web Hosting Facility,
Brea Data Center, Granite Tower, Maxtor Manufacifracility and Stanford Place 1, which are cdilegly referred to as the 2003 propert
all had occurred on January 1, 2003. In additibe,gro forma statement reflects the effects of &dtipn of the all of the minority interests in
Univision Tower held by a joint venture partnerexchange for units in our operating partnershipnupampletion of this offering.

The consolidation of the operating results of th@2properties and the 2004 properties in our pnmé& income statement for the year
ended December 31, 2003 resulted in significamesmes in various components of our statementefatipns. In addition, our pro forma
adjustments also reflect significant increaseseimegal and administrative expenses largely asudt ifsincreased compensation expense
related to awards of fully-vested long-term inceatinits to be granted in connection with this offg and the formation transactions to certain
employees and our Executive Chairman. See “Manager2004 Incentive Award Plan” and “—Employment Agneents.” The net effect of
all of our pro forma adjustments is a reductiolim net income, primarily as a result of additiopad forma general and administrative
expenses, which is partially offset by a significencrease in net income related to acquisitionthef2003 properties and the 2004 properties.
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The components of the significant changes that &vbalve been reflected in our financial statementa pro forma basis for the year
ended December 31, 2003 compared to the histogsalts are as follows:

On a pro forma basis, total revenues would haveased $84,097,000, or 133.3%, to $147,185,00thé&year ended December 31,
2003 compared to $63,088,000 reported historidalyhe same period. This increase is primarilyrdsult of increases in rental revenue and
tenant reimbursements resulting from the consatidatf the 2003 properties and the 2004 properties.

On a pro forma basis, total expenses would havedsed $88,356,000, or 190.8%, to $134,653,00théoyear ended December 31,
2003 compared to $46,297,000 reported historidallyhe same period. The increase in pro formd &tpenses reflects significant increases
resulting from the consolidation of the 2003 prajesrand the 2004 properties. Pro forma intergséese reflects a net increase of $19,698
or 195.2%, resulting from increases in indebtedmnesslting from the acquisition of the 2004 profgertand borrowings under our new
unsecured credit facility and new secured debtaafudl year of interest related to indebtednesgtier2003 properties partially offset by
decreases in indebtedness resulting from repayafenbrtgage and mezzanine loans and advances titbttaus under Gl Partners’ line of
credit. Pro forma total expenses also reflect 88@00 of additional general and administrativeesges that is comprised of increases in
compensation expense resulting from awards of stptibns which vest over a four-year period, arlyfuested long-term incentive units, to
be granted in connection with this offering andfitrnation transactions to certain employees amdesxecutive Chairman.

On a pro forma basis, minority interests for tharyended December 31, 2003 increased to $7,79¢d@pared to $149,000 of minority
interests reported historically for the same peridte pro forma minority interests consist of docdtion of the pro forma loss before minority
interests of our operating partnership as a redudisuing limited partnership units in our opamngtpartnership to Gl Partners and the third
parties, and the historical minority interests tedato our joint venture partners’ share of outdrisal net income.

Liquidity and Capital Resources
Analysis of Liquidity and Capital Resources

We believe that this offering and the formatiomgactions will improve our financial performanceotigh changes in our capi
structure, including a reduction in our leveragéieAcompletion of this offering and consummatidritee formation transactions, we expect
ratio of debt to total market capitalization todggproximately 44.5%. We intend to use availabledwings under the unsecured credit facility
to, among other things, finance the acquisitiontber properties (including the right of first afferoperties, although we do not presently
anticipate exercising these rights in the near@uhased on current market and property conditjgag)rovide funds for tenant improvements
and capital expenditures, and to provide for waglkiapital and other corporate purposes.

Our short term liquidity requirements primarily ist of operating expenses and other expenditwsscated with our properties,
dividend payments to our stockholders required aintain our REIT status, capital expenditures gadentially, acquisitions. We expect to
meet our short-term liquidity requirements throungt cash provided by operations, reserves establisbhm existing cash, the proceeds of this
offering and, if necessary, by drawing upon ouregnsed credit facility.

Our properties require periodic investments of for tenant-related capital expenditures andyfemeral capital improvements. For the
years ended December 31, 2002 and December 31,a2@0f®r the six months ended June 30, 2004, oighted average annual teni
improvement and leasing commission costs were 81kt square foot of leased space. As of June(®L,2ve have commitments under
leases in effect for $2.7 million of tenant improwent costs and leasing commissions, including &2ln during the remainder of 2004,
$250,000 in 2005 and $250,000 in 2006. We expectdist of recurring capital improvements for owparties to be approximately $890,000
annually, based in part upon the weighted averageal capital expenditure of $0.16 per square fimothe years ended December 31, 2002
and December 31, 2003 and the six
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months ended June 30, 2004. Our nonrecurring d¢apiteenditures are discretionary and vary substtiytirom period to period. Although we
currently have no contractual commitments for #aainder of 2004, we expect nonrecurring capitpeeditures at our properties will be
approximately $1.0 million. We currently own appiroately 181,000 net rentable square feet of datéecspace with extensive installed
tenant improvements that we may convert to muttate collocation use during the next two yearseathan lease such space to large single
tenants. We estimate that the cost to conversghase will be approximately $10 per square footawgrage. We may also spend additional
amounts in the next two years related to the boiltlef unimproved space for collocation use, dependn tenant demand; however, we
currently have no commitments to do so. The cobuital out such unimproved space will vary basedhansize and condition of the space.

We expect to meet our long-term liquidity requirenseto pay for scheduled debt maturities and tal faroperty acquisitions and non-
recurring capital improvements with net cash frgmerations, longerm secured and unsecured indebtedness and tla@dssof equity and de
securities. We also may fund property acquisitiang non-recurring capital improvements using owegnred credit facility pending
permanent financing.

Although we do not presently intend to meet ougléerm or short-term liquidity needs through thke sd properties, were we to dispose
of the 200 Paul Avenue and 1100 Space Park Driopasties we would be required to indemnify the dbnting parties against adverse tax
consequences until the earlier of the ninth ansamrof the completion of this offering and theedah which these contributors hold less than
25% of the units issued to them in the formati@ms$actions. See “Certain Relationships and Relktaasactions—200 Paul Avenue and 1100
Space Park Drive Contribution Agreement.”

Commitments and Contingencies

Upon completion of this offering and consummatiémhe formation transactions, we will have l-term indebtedness totaling $51!
million. The following table summarizes our conttead obligations as of June 30, 2004, includingrtregurities and scheduled principal
repayments of our pro forma secured debt and unséacuedit facility debt, and provides informatialbout the commitments due in connec!
with our ground lease, tenant improvement and igasbmmission obligations during the remainder@4£and for each of the five years
thereafter (in thousands):

The following table outlines the timing of requirpdyments related to our commitments as of Jun@@®} (in thousands):

Through
Remainder of
Obligation 2004 2005 2006 2007 2008 2009 Thereafter Total
Long-term debt) $ 1,722 $15,857 $142,10¢ $61,32: $5,83t $138,03: $145,14: $510,01¢
Ground leas®) 121 241 241 241 241 241 9,581 10,90°
Tenant improvements and leasing commiss 2,21¢ 25(C 25C — — — — 2,714
Total $ 4,057 $16,34¢ $142,59° $61,56: $6,07¢ $138,27. $154,72'! $523,63!

(1) Includes $31.4 million of borrowings under our unsed credit facility that will be incurred in cogetion with this offering and the formation transas.
(2) After February 2036, rent for the remainiegh of the ASM Lithography ground lease will beetdatined based on a fair market value appraisdiefsset and, as a result, is excluded
from the above informatiol
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Consolidated Indebtedness to be Outstanding AfterQffering

Upon completion of this offering and consummatiéthe formation transactions, we expect to have@pmately $510.0 million o

outstanding consolidated long-term debt as sef farthe table below. A total of $1.4 million oftseduled loan principal payments will be due
on this indebtedness from the estimated completaia of this offering through December 31, 2004.&Xjgect our ratio of debt to total market
capitalization to be approximately 44.5%. Upon ctetipn of this offering, we expect that approximgai$246.0 million of our outstanding
long-term debt will be variable rate debt, howewes,expect to enter into interest rate swap agragrer $140.3 million of our variable rate
debt. As a result, we expect that approximatel3%fof our total indebtedness, upon completion efdffering, will be subject to fixed interest
rates.

The following table sets forth information with pest to the indebtedness that we expect will betantling after this offering and the

formation transactions on a pro forma basis asioé B0, 2004, but does not give effect to interatst swap agreements that we expect to enter

into in connection with this offering (in thousahds

Annual
Debt Balance at
L Service Maturity
Principal
Properties Interest Rate Amount &) Maturity Date @
100 Technology Center Dri—Mortgage LIBOR +1.70% $ 20,00 $ 77z Apr.1,200¢ $ 20,00(
200 Paul Aveni—Mortgage LIBOR + 3.18%
® 46,90¢ 4,26€ Jul. 1, 20069 43,79
Ardenwood Corporate Park, NTT/Verio Premier Datatég
VarTec Buildin—Mortgage Note LIBOR + 1.59% 43,00( 1,53¢ Aug. 9, 2008 43,00(
Ardenwood Corporate Park, NTT/Verio Premier Datat€g
VarTec Buildin—Mezzanine LIBOR + 5.75% 22,00( 1,70 Aug. 9, 2008 22,00(
AT&T Web Hosting Facility—Mortgage LIBOR + 1.85% 8,77¢ 352 Dec. 1, 2006 8,77¢
Camperdown Hou—Mortgage 6.85% 23,07¢®  3,19¢ Oct. 31, 200¢ 14,04(
Carrier Center—Mortgag@® LIBOR + 4.25%
® 26,22: 2,44¢  Oct. 4, 2007 24,05’
Granite Towe—Mortgage LIBOR + 1.20% 21,64t 951 Jan. 1, 200! 19,53(
Maxtor Manufacturing Facili—Mortgage LIBOR + 2.25% 18,00( 1,02¢ Dec. 31, 2006  17,18¢
Stanford Place —Mortgage 5.14% 26,00( 1,33¢ Jan. 10, 200 26,00(
Univision Tower—Mortgagé® 6.03% 60,00( 3,97C Nov. 4, 200¢ 55,93
eBay Bridge Loat LIBOR + 2.00% 7,95( 317 Aug. 11, 200t 7,95(
New Mortgage Dek(® 5.55% 155,00( 10,64% Nov. 3, 2014 132,85
New Unsecured Credit Facili LIBOR + 1.75% 31,44( 1,17¢ Nov. 3, 2007 31,44(
Total $510,01¢  $33,69: $466,56:

(1) Annual debt service for floating rate loamsalculated based on the 1-month, 3-month amb6th LIBOR rates at October 27, 2004, which weg9%, 2.16% and 2.30%,

respectively

(2) Assuming no payment has been made on the princialvance of its due dal
(3) Reflects the weighted average interest rate aseoéxpected assumption de

(4) Two oneyear extensions are availak
(5) A 13-month extension and a c-year extension are availab
(6) Based on our hedged exchange rate of $1.60£1.00.

(7)  Assuming the refinancing of the outstandiatpnces of a mortgage loan and a mezzanine laangnt to a letter of commitment from the lendeder these loans. The letter of
commitment provides for e-year term and an interest rate based on LIBOR €stibp a 2.5% floor) plus 4.25% per annum, ands-year extensior

(8) Subject to a 2.5% LIBOR floo

(9) Assuming the refinancing of the outstanding balarafea mortgage loan and a mezzanine loan pursoantetter of commitment from a lend

(10)  This amount represents new mortgage debttbantend to incur in connection with this offegi We will use our fee simple interests in 36 Neast Second Street, Brea Data
Center, Comverse Technology Building, Hudson CamoCenter, Siemens Building, and Webb at LBJ ¢torgenew mortgage loar
(11) The interest rate under our new unsecured credlitfawill equal LIBOR plus a margin of betweer3¥5% to 1.750% based on our leverage r:
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Material Provisions of Consolidated IndebtednesbadOutstanding After this Offering

100 Technology Center Dri—Mortgage Indebtedne:.. The subsidiary that directly holds the feeiiasts in 100 Technology Cen
Drive is the borrower under a $20.0 million mortgdgan with Transamerica Occidental Life Insura@oenpany, as lender. The loan is
required to be secured by:

* amortgage, security agreement and fixture filingweying 100 Technology Center and granting a stydaterest in certain fixture
and personal property; al

* an absolute assignment of leases and rents, asgigny interest in all present and future leasesl @t any portion of the proper
encumbered by the mortgage and all of its righttithedto, and interest in, the leases, includifigights under the leases, all benefits
to be derived from them and all rer

The maturity date for this mortgage loan is ApriPD09. The mortgage loan bears interest at aeofe&8@emonth LIBOR plus 1.70% per
annum and requires monthly interest-only payments the maturity date. During the first 24 full mihs of the loan, which will expire on
March 31, 2006, the borrower may not prepay tha.ldhereafter the borrower may prepay the loan updress than sixty days’ prior written
notice. Any such voluntary prepayments must befdeast $500,000. The term loan contains affirmeatiovenants such as financial reporting,
and negative covenants, including, among othertioerestrictions or prohibitions on the borrovgeability to merge into or consolidate with
any other person, dissolve, terminate, liquidatetwle or in part, transfer or otherwise disposalbbr substantially all of its assets, change its
legal structure or organizational documents, ownsubsidiary, sell or transfer any interest in ltloerower or the property, modify or terminate
any leases, commingle its assets, or create or &uddlitional liens or indebtedness. A one-timegfanor sale of the property is allowed upon
the lender’s review and approval of customary imfation regarding the transaction and the transfasmimption of the loan by the transferee,
and payment of the lender’'s expenses and an assumnfi@e of 1% of the outstanding balance of theldae loan is nonrecourse to the
borrower, subject to certain customary recourseetarts. Upon completion of this offering, our operg partnership will provide an unsecu
environmental indemnity and guarantee the recoeasesouts under this loan.

200 Paul Avenue—Mortgage Indebtednesd.he subsidiary that directly holds the feerasts in 200 Paul Avenue is the borrower under
a $46.9 million mortgage loan comprised of two satéth Greenwich Capital Financial Products, lias.Jender. The mortgage loan is required
to be secured by:

» afirst priority deed of trust, assignment of reatsl security agreement on 200 Paul Avenue, dlilingis and improvements, wat
water rights, all fixtures, machinery, equipmend ather assets, rights to insurance proceeds,hegetith all interest in any leases
and all rents and profits arising from the properggerve, deposit or escrow accounts, and conteact agreements, intellectual
property, and any and all proceeds from any ofdhegoing; anc

* an absolute assignment of leases and rents, asgigny interest in all present and future leasesl @i any portion of the property
encumbered by the mortgage and all of its righttéthedto, and interest in, the leases, includifigights under the leases, all benefits
to be derived from them and all rer

The maturity date for this mortgage loan is Juld06, which date may be extended for up to twataél 12 month periods upon the
request of the borrower and satisfaction of cemtequirements. The first note, with a balance &.84million, bears interest at a rate of 1-
month LIBOR plus 3% during the current term andgbeond note, with an estimated $1.9 million badamgon completion of this offering,
bears interest at a rate of 1-month LIBOR plus 1#nd) the current term. The first note requires thipnpayments of principal and interest
commencing in November 2005. The second note resjaionthly payments of principal and interest thgl maturity date. The loan may be
repaid in whole or in part at any time upon 30@ad@ys’ prior written notice. Prepayment of the $4illion note is subject to a prepayment
penalty of 1% of the outstanding principal balatw@ess prepaid or repaid in full with loan proceéwm a loan made by the lender during the
final 90 days of the initial term, plus the actoabts and expenses of the lender incurred in lagirid or reducing any Eurodollar or LIBOR
based investment or obligation entered into byleéhder to fund all or any
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portion of the loan or to provide for or protect tinterest rate of the loan. Prepayment of thersoote is subject to a prepayment penalty
equaling the actual costs and expenses of thedémclared in liquidating or reducing any Eurodolta LIBOR based investment or obligation
entered into by the lender to fund any or all mortdf the loan or to provide for or protect theehesst rate of the loan. If the loan is repaid or
prepaid in full during the final 30 days of thetial term (with other than lender-loaned funds jded to refinance the loan), the prepayment
penalty on the first note is reduced to 0.375%hefdutstanding principal balance plus the aforeioeat! lender costs. The mortgage loan
contains affirmative covenants such as financipbréng and maintenance of reserve accounts, agative covenants, including, among
others, limitations on changes to legal structurerganizational documents, ownership of subsidgror creation or incurrence of additional
liens or indebtedness. The loan is nonrecourseetdorrower, subject to certain customary recocaseeouts. Upon completion of this
offering, our operating partnership will provide @msecured environmental indemnity and guaranteeetourse carveouts under this loan.
borrower was required to enter into an interes cafp agreement pursuant to the loan that limésrtterest rate to 7.25% per annum during the
term of this loan.

Ardenwood Corporate Park, NTT/Verio Premier Datan®e and VarTec Building—Mortgage Indebtednesshe subsidiary that
directly holds the fee interests in Ardenwood Cogpe Park, the NTT/Verio Premier Data Center amoMarTec Building is the borrower
under a $43.0 million mortgage loan with German Anan Capital Corporation as lender. The mortgaga lis required to be secured by:

» afirst mortgage lien on Ardenwood Corporate Ptr&,NTT/Verio Premier Data Center and the VarTeiddiug and relatec
improvements, fixtures and real property rigl

» ageneral first lien on all related personal proper
» ageneral first lien on all related accounts andrigibles;
« an assignment of leases, rents, security depositsn@nagement agreements for such properties; and

» all proceeds, products and profits from the foragc

The maturity date of the mortgage loan is Augug(6 with one 13 month and one one-year extergition. The mortgage loan bears
interest at a rate of 1-month LIBOR plus approxihatl.59% per annum. The mortgage loan requiregmhpmterest-only payments until the
maturity date. The borrower may not prepay the ldaring a “lockout period” that ends on OctobeP805. The borrower may prepay the loan
without penalty on any monthly payment date atwés tockout period with notice to lender of notdéhan 30 days and not more than 60 days.
The loan contains affirmative covenants such amnfifal reporting and standard lease requirememtsiagative covenants, including, among
others, certain restrictions on the borrower’sigbib create or incur additional liens or indebteds or transfer the property or an interest in the
property. In connection with the mortgage loan,liberower is subject to a lockbox agreement antl caanagement provisions of the loan
pursuant to which all income generated by the And®d Corporate Park, NTT/Verio Premier Data Ceatel VarTec Building properties is
deposited directly into lockbox accounts and theap into a cash management account for the beofefie lender from which cash is
distributed to us only after funding of tax, insuca, debt service, tenant improvement and leaaimdj structural improvement reserve accounts
and any payments then due under the Ardenwood CatpPark, NTT/Verio Premier Data Center and VarBeitding mezzanine loan. The
loan is nonrecourse to the borrower, subject ttaoerecourse carveouts. During the first twelventhe following completion of this offering,

Gl Partners will not be permitted to reduce itscpatage ownership in our operating partnershipclvhiill be 47.4% upon completion of this
offering) below 30% without the consent of the lendJpon completion of this offering, we anticip#tat our operating partnership will
provide an unsecured environmental indemnity aradantee the recourse carveouts under the loanbdiewer was required to enter into an
interest rate cap agreement pursuant to the Icrithits the interest rate to 7.5% per annum atéérm of this loan.

Ardenwood Corporate Park, NTT/Verio Premier Datan@e and VarTec Building—Mezzanine Indebtednes$he subsidiaries that
directly hold the fee interests in Ardenwood CogterPark, the NTT/Verio Premier Data Center andvilud ec Building are the borrowers
under a $22.0 million mezzanine loan with Germanefiman Capital Corporation (c/o Deutsche Bank Seesr Inc.) as lender. The mezzar
loan is required to be secured by a first priopigdge of the direct and indirect beneficial ingtsdn our subsidiary that
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is the mortgage borrower. The maturity date ofrtfezzanine loan is August 9, 2006 with one 13 mantih one one-year extension option. The
mezzanine loan bears interest at a rate of 1-mdBOR plus 5.75% per annum. The mezzanine loaniregumonthly interest-only payments
until the maturity date. The borrower may not pretiee mezzanine loan during a “lockout period” teatls on October 8, 2005. The borrower
may prepay the mezzanine loan without penalty gnraonthly payment date after this lockout periothwiotice to lender of no less than 30
days and no more than 60 days. The mezzanine m#nios affirmative covenants such as financiabrié#pg and standard lease requirements
and negative covenants, including, among othertqioerestrictions on the borrowers’ ability to ate or incur additional liens or indebtedness
or transfer the property or an interest in the prop In connection with the mezzanine loan, wesat@ect to a lockbox agreement and cash
management provisions which operate in connectidim tve lockbox and cash management provisions hgeArdenwood Corporate Park,
NTT/Verio Premier Data Center and VarTec Buildingrtgage loan. During the first twelve months follogrcompletion of this offering, C
Partners will not be permitted to reduce its petage ownership in our operating partnership (whidhbe 47.4% upon completion of this
offering) below 30% without the consent of the lendJpon completion of this offering, we anticip#tat our operating partnership will
provide an unsecured environmental indemnity aradantee the recourse carveouts under the loanbdiewer was required to enter into an
interest rate cap agreement pursuant to the memzéoan that limits the interest rate to 7.5% pemaen in the term of the mezzanine loan.

AT&T Web Hosting Facility—Mortgage IndebtednessThe subsidiary that directly holds the feeriests in the AT&T Web Hosting
Facility is the borrower under an $8.8 million loagreement with Jackson National Life Insurance gamy, as lender. The loan is required to
be secured by:

» afirst mortgage deed to secure debt on the AT&b\Westing Facility;
« afirst priority assignment of all present and fetleases, all guaranties thereof and all rentsoéimet sums payable thereunder; .

» asecurity interest in all related personal propdengible and intangible, including bank accouatounts receivable, all escrow,
impound or reserve accounts, and other intangitdpepty.

The maturity date for this loan is December 1, 200& loan bears interest at a rate of 3-month IRBfus 1.85% per annum and
requires monthly interest-only payments until thegumity date. The loan has two one-year extensabsir option, subject to meeting certain
conditions and accepting a new floating interets besed upon a spread to be determined at theofithe extension. During the first 12
months of the term, which will expire in Novemb@&02, the borrower may not prepay the loan. Durireggtecond 12 months of the term, the
borrower may prepay the loan, in full but not intpapon 30 daysivritten notice, with payment of a yield maintenapeemium equal to 1%
the outstanding principal balance. During the tifdmonths of the term and any extension peridgsborrower may prepay the loan, in full
but not in part, without premium or penalty upondzgs’written notice. The loan contains affirmative coaets such as financial reporting i
maintenance of certain escrow accounts, and negativenants, including, among others, certainicéisins or prohibitions on the borrower’s
ability to make cash distributions, sell or tramsfe interest in the borrower, create or incur toldal liens or indebtedness, and assign the loan
The loan is nonrecourse to the borrower, subjecettain recourse carveouts.

Camperdown House—Mortgage Indebtednes$he subsidiary that holds the fee interestS8amperdown House is the borrower under a
£14.4 million (pound) mortgage loan with the BarilSaotland as lender.

The mortgage loan is required to be secured by:

» afirst mortgage debenture on Camperdown Houseedatbd improvements, fixtures (including trade exthn’s fixtures), plant an
machinery and real property righ

» ageneral first lien on all belonging to the boresw
» ageneral first lien on all related accounts andrigibles; ant

» an assignment of all rental income for the property
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The maturity date of the mortgage loan is Octolder2B09. The mortgage loan bears interest at aofd@6345% per annum. The borrov
bases quarterly principal and interest payments d@-year amortization schedule. The borrower nmapay the loan upon 10 days’ notice to
the lender, subject to a prepayment penalty ofroaeth’s interest until July 31, 2005 and withouhaky thereafter. The loan contains
affirmative covenants such as financial reportind eaintenance of certain coverage ratios, andtivegsovenants, including, among others,
certain restrictions on the borrower’s ability teate or incur additional liens or indebtednessansfer the property or an interest in the
property. The borrower provides an environmentdémnity.

Carrier Center—Letter of Commitment—Mortgage Inddbess Upon the exercise of the option to acquire thei€aCenter property,
we will own the subsidiary that directly holds tiee interest in Carrier Center. We expect that uperexercise of the option and pursuant to
the terms of a letter of commitment with iStar Fio@l Inc., through which we intend to refinance #xisting Carrier Center senior and
mezzanine indebtedness, our wholly owned subsiavdhpe the borrower under a new single mortgaggnlin an original principal amount of
approximately $26.2 million. The new mortgage loéh be required to be secured by a first mortgdged of trust on Carrier Center and a
priority security interest in all of the ownersliferest in the borrower and in all assets of thedwer. The letter of commitment provides fc
three-year term and an interest rate based on LIBXDBject to a 2.5% LIBOR floor) plus 4.25% per amm The borrower will have the option
of extending the term of the loan by one year athifea fee equal to 0.50% of the then outstangnitripal balance. The mortgage loan will
not be prepayable until after the first anniversarits closing and thereafter will be prepayallevihole or in part with not less that 30 days’
notice. The loan will require monthly interest gmthcipal payments until the maturity date withaldon payment due at maturity. The loan
will be subject to affirmative covenants such asificial reporting and negative covenants, includimgong others, certain restrictions on the
borrower’s ability to create or incur additionadris or indebtedness or transfer the property oiirgayest in the property. In connection with
the mortgage loan, the borrower will be subjec tockbox arrangement and cash management prosisiathe loan pursuant to which inco
generated by the Carrier Center property will begvwnto a cash management account for the besfdfie lender from which cash will be
distributed to us only after satisfying debt, opieigaand other reserve cash requirements. Thevdéabe subject to an unsecured
environmental indemnity and a guaranty of certdithe obligations of the borrower. The borrowerlWi required to enter into an interest rate
cap agreement if the LIBOR rate is at any time etuar greater than 4.5%.

Granite Tower—Mortgage IndebtednessThe subsidiary that directly holds the feeiists in the Granite Tower is the borrower unt
$21.6 million mortgage note issued to Allstate Uiisurance Company, as lender. The mortgage loagisred to be secured by:

« afirst mortgage lien on Granite Tower and relateprovements, fixtures and real property rigl
» ageneral first lien on all related personal proper

» ageneral first lien on all related accounts, boaks records and intangible

» an assignment of leases, rents, security deposits@ntracts for such properties; and

» all proceeds, products and profits from the foragc

The maturity date of the mortgage note is JanuaB0@9. The mortgage note bears interest at axf@enonth LIBOR plus 1.20% per
annum. Beginning on January 1, 2006 with 60 dayist motice to the lender, the borrower has théaopdf converting the variable rate into a
fixed rate determined by the lender subject toravecsion fee of 1% of the outstanding principabipake. The mortgage note requires monthly
interest-only payments until February 1, 2005 wpencipal and interest will be due monthly untietmaturity date. The borrower may not
prepay the loan during a “lockout period” that endsJanuary 1, 2006. The borrower may prepay the io full on any quarterly payment date
after this lockout period with notice to lendemmit less than 30 days subject to a prepayment fyesfal % of the outstanding principal
balance, or if the loan has been
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converted to a fixed rate, the greater of 1% ofahistanding principal balance or a yield mainteegoayment. The loan contains affirmative
covenants such as financial reporting requiremantsnegative covenants, including, among othertiogprohibitions or restrictions on the
borrower’s ability to create or incur additionaris or indebtedness or transfer the property antarest in the property. The loan is
nonrecourse to the borrower, subject to certaiouese carveouts. Upon completion of this offerithg, borrower and one of our subsidiaries
that indirectly owns an interest in the propertyitgrwill continue to provide an unsecured envira@mtal indemnity and the subsidiary will
guarantee recourse carveouts under the loan.

Maxtor Manufacturing Facility—Mortgage IndebtednessOur subsidiary that will own the fee interasthe Maxtor Manufacturing
Facility is the borrower under an $18.0 million nyarge loan agreement with Fleet National Bankgaemband lender. The mortgage loan is
required to be secured by:

» afirst priority deed of trust, security agreemand fixture filing on the Maxtor Manufacturing FEigi, all land, improvements
furniture, fixtures, goods, equipment and otheetssll insurance proceeds and other proceedsfther and all other assets of the
borrower;

» afirst priority assignment of leases and rents, ahincome and profits to be derived from theragien and leasing of the proper
» afirst priority security interest in all tax, cateral and reserve accounts and all tenant laifemedit; and

« afirst priority assignment of any interest ratetpction agreements entered into by the borro

The maturity date for this mortgage loan is Decen®ie 2006. The mortgage loan bears interest ateaof 6-month LIBOR plus 2.25%
per annum and requires monthly interesty payments through December 31, 2004, and thieredso requires monthly payments of princi
In the event that LIBOR rate loans are not avadabiterest will be calculated at the lender’s grirate. The mortgage loan has two one-year
extensions at our option, subject to meeting aetanditions and the payment of an extension feékéramount of 0.35% of the then
outstanding loan balance. The borrower may prejpayrtortgage loan upon three business dagtice, provided that we will be required to |
a yield maintenance fee to reimburse the lendearigrlosses or expenses. The mortgage loan coraffimeative covenants such as financial
reporting and maintenance of certain coveragegatind negative covenants, including, among otleersain restrictions or prohibitions on the
borrower’s ability to create or incur additionaris or indebtedness, transfer the property ortaneist in the property and merge or consolidate
with or into, convey, transfer or dispose of allabstantially all of its assets to or in favoraofy other person. In the event that the debt servic
coverage ratio falls below certain thresholds,tberower may be required to either pay down the lmafund a cash reserve account.

Stanford Place Il—Mortgage IndebtednessThe subsidiary holding a fee interest in StathPlace Il is the borrower under a $23.4
million mortgage note issued to Principal Life Irsuce Company, as lender, and a $2.6 million mgegete issued to PFG CTL Mortgage,
LLC, as lender. The mortgage loans are requirdzbteecured by:

» afirst priority deed of trust and security agreatmen Stanford Place Il and any right, title antkrast therein and to the land, real
property rights, buildings and improvements inchgdiheir names and the right to manage and op#raie, fixtures, personal
property of the borrower used in the operatiorhefppremises, insurance proceeds, settlement aaadddamage claims, and any
rights to strips of land adjacent to and used imeation with the premises and adjoining ways essresidewalks and alley

» an assignment of leases and rents; and

» a$450,000 letter of credit issued pursuant tcopenty reserves agreeme

The maturity date for these mortgage notes is Jgri@ 2009. These notes bear interest at a raéield®o per annum and require mon
interest-only payments. The borrower has the niggon 30 days’ written notice
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to each lender to pay both loans in full with agangment fee equal to the greater of 1% of the grai@mount or an amount resulting from a
reinvestment yield analysis. The note may be ptepéhout such prepayment fee during the last 3@ gaior to the maturity date. The secL
agreement contains negative covenants, includimgng others, certain restrictions or prohibitionstloe borrower’s ability to create or incur
additional liens or indebtedness, transfer the @rtypor an interest in the property and merge aisotidate with or into, convey, transfer or
dispose of all or substantially all of its assetstit in favor of any other person. The loan is mopurse to the borrower, subject to certain
recourse carveouts. The subsidiary borrower prevadeunsecured environmental indemnity. Upon cotioplef this offering, we anticipate
that our operating partnership will guarantee tesaiary borrowes obligations under the environmental indemnity #h@drecourse carveo!
under the loan.

Univision Tower—Letter of Commitment—Mortgage Inddbess. The subsidiary that directly holds the feeli@sts in Univision
Tower has entered into a letter of commitment Witluntrywide Commercial Real Estate Finance, Inarspant to which we intend to
refinance the existing mortgage indebtedness segtiie Univision Tower, with a new single mortgagean original principal amount of
approximately $60.0 million. The new mortgage l@ét be required to be secured by a first priontyrtgage/deed of trust on Univision
Tower, a first priority assignment of leases anttsavith respect to Univision Tower and a firstopity security interest in all other property
and assets of the borrower. The letter of commitrpesvides for a five-year term and a fixed intémage equal to 265 basis points over the
most comparable U.S. Treasury rate. The mortgaagewall not be prepayable in whole or in part uatily time during the final three months
the term of the loan. The loan will require montphyments calculated using the interest rate é8tlye@ar amortization schedule. The loan
be subject to affirmative covenants such as firdmeporting and negative covenants, including, @gnathers, certain restrictions on the
borrower’s ability to create or incur additionadris or indebtedness or transfer the property oiirgayest in the property. In the event of a
default or a decline in the debt service ratio iedospecified level, income generated by the Urivi§ ower property will be swept into a cash
management account for the benefit of the lenaen fivhich cash will be distributed to us only afatisfying debt, operating and other reserve
cash requirements. The loan will be nonrecoursbadborrower, subject to certain recourse carvediits subsidiary borrower under this loan
will be subject to an unsecured environmental intigmWe anticipate that our operating partnershilbguarantee the subsidiary borrower’s
obligations under the environmental indemnity amelriecourse obligations under the loan.

Comverse Technology Building, Hudson Corporate €eiebb at LBJ, 36 Northeast Second Street, SeBwitding and Brea Data
Center—Mortgage Indebtedness.The subsidiaries that directly hold the feetiasts in Comverse Technology Building, Hudson Gate
Center, Webb at LBJ, 36 Northeast Second Street&is Building and Brea Data Center will be bormawmder six separate loans in an
aggregate principal amount up to $155 million wilitigroup Global Markets Realty Corp. as lendere Toans will be cross-defaulted and
cross-collateralized. The mortgage loans will lpuieed to be secured by:

» afirst mortgage lien on Comverse Technology BuaigiHudson Corporate Center, Webb at LBJ, 36 Nagh8econd Stree
Siemens Building and Brea Data Center and relaguddvements, fixtures and real property rig

» ageneral first lien on all related personal proper
» ageneral first lien on all related accounts andrigibles;
* an assignment of leases, rents, security deposits@ntracts; and

» all proceeds, products and profits from the foragc

Each of the mortgage loans will be for a §ear term with an expected to maturity in Noveni2@t4. The mortgage loans are expectt
bear an interest rate at a fixed rate based ohGhgear Treasury plus 1.05% per annum. The borromasr not prepay the mortgage loans until
60 days prior to the maturity date of such loarctEaortgage loan will contain affirmative covenarstsch as financial reporting and
maintenance of the
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property, and negative covenants, including, anathgrs, certain restrictions on the borrower’sigbib create or incur additional liens or
indebtedness or transfer the property or interestié property. In connection with the mortgagen&kdhe borrower will be subject to a lockbox
arrangement and cash management provisions pursuanhich all income generated by the Comverse fieldyy Building, Hudson Corpore
Center, Webb at LBJ, 36 Northeast Second Street&is Building and Brea Data Center propertiesheiltieposited directly into lockbox
accounts and then swept into a cash managemeniradoo the benefit of the lender for which cashdistributed to us only after funding of

debt service, taxes, insurance, tenant improvemrahieasing, capital improvement, and maintena@serve accounts. The loans are
nonrecourse to the borrowers, subject to recowrsgeouts. Upon completion of this offering, we eiptte that we and our operating
partnership will provide on a joint and severalibamsecured environmental indemnity and guarahtga@urse carveouts under the loans. In
addition, each borrower shall guaranty the oblayatiof our other borrowing subsidiaries under tloetgage loans. The mortgage loans may be
securitized by the lender at its option.

eBay Data Center—Bridge Loan The eBay Data Center will be subject to a$8illion secured bridge loan with Citigroup Global
Markets Realty Corp. as lender and agent to cedthiar lenders. The bridge loan is required todmeiged by:

» afirst mortgage lien on eBay Data Center andedlanhprovements, fixtures and real property rig
» ageneral first lien on all related personal proper

» ageneral first lien on all related accounts andrigibles;

* an assignment of leases, rents and contracts

» all proceeds, products and profits from the foragoi

Assuming the expected closing of our initial puldféering in 2004, the maturity date of the loarlwe August 11, 2005. The loan will
bear interest at the one-month LIBOR plus 2.00%gpeum.

Unsecured Credit Facility. We will enter into a three-year, $200 millionsecured revolving credit facility with affiliates Citigroup
Global Markets Inc. and Merrill Lynch, Pierce, Fen& Smith Incorporated, our joint bookrunning mgees for this offering, as joint lead
arrangers and joint bookrunning managers, priartcontemporaneously with this offering. We expsteral of the underwriters to be lenders
under this facility. Upon completion of this offeg, we expect to draw up to $31.4 million undes flaicility concurrently or soon after the
consummation of this offering in connection witle tiepayment of existing indebtedness and thattiopasf this credit facility will remain
available to us pursuant to the terms of this ifigciWe expect that this credit facility may be gasteed by certain of our subsidiaries whose
governance agreements and loan documents do restvagle prohibit such guarantees. We expect thattisecured credit facility will have a
one-year extension option. We intend to use thditcfacility, among other things, to finance theaisition of properties (potentially including
the right of first offer properties, although thegaisition of the right of first offer properties inot currently probable), provide funds for tenant
improvements and capital expenditures, and proladevorking capital and other corporate purposes. aiiticipate that the credit facility will
contain covenants common for credit facilitiestogttype, including limitations on our and our sdiaries ability to incur additional
indebtedness, make certain investments or merdeamitther company, limitations on our ability tokaalistributions to our stockholders, and
requirements for us to maintain financial coveregg®s and maintain a pool of unencumbered assets.

Off-Balance Sheet Arrangements

Our off-balance sheet arrangements consist ofdateate cap agreements in connection with ceofasur indebtedness and a currency
fluctuation hedge arrangement in connection withawnership of the Camperdown House property indam England. We currently have no
other off-balance sheet arrangements. See “—Liguatid Capital Resources—Material Provisions of s&&didated Indebtedness to be
Outstanding After this Offering.”
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Upon completion of this offering, we expect to enido interest rate swap agreements for $140.8amibf our variable rate debt. As a
result, we expect that 79.3% of our total indeb&sdn upon completion of this offering, will be sdijto fixed interest rates. See “—
Quantitative and Qualitative Disclosure about MaREsk.”

Cash Flows
Comparison of Six Months Ended June 30, 2004 td8ixhs Ended June 30, 2003
Cash and cash equivalents were $4,268,000 and&Q@@P2 respectively, at June 30, 2004 and 2003.

Net cash provided by operating activities incregkk@65,000 to $15,008,000 for the six months erdde@ 30, 2004 compared to
$13,343,000 for the six months ended June 30, ZD@8increase was primarily due to the propertéeted to our portfolio since June 30, 2003
which was partially offset by the increased intesegense incurred on the mortgage and other sgdetat related to the acquired properties.

Net cash used in investing activities increased$27,000 to $227,747,000 for the six months erdded 30, 2004 compared to
$107,120,000 for the six months ended June 30,.Z0@8increase was primarily the result of the &itjon of five properties during the six
months ended June 30, 2004, which required a langestment than the acquisitions of four propertlaring the six months ended June 30,
2003.

Net cash provided by financing activities increa$&d9,608,000 to $211,833,000 for the six montlednJune 30, 2004 compared to
$92,225,000 for the six months ended June 30, ZD¥8increase was primarily due to increased dagotatributions, net of distributions, and
borrowings made in connection with the acquisitdbthe five properties during the six months endede 30, 2004 than the capital
contributions and debt required for the acquisgiohfour properties during six months ended Junhe2803.

Comparison of Year Ended December 31, 2003 to ¥eded December 31, 2002
Cash and cash equivalents were $5,174,000 and&B8(HY, respectively, at December 31, 2003 and Z

Net cash provided by operating activities increakEe 341,000 to $28,986,000 for the year ended ibbee 31, 2003 compared to
$9,645,000 for the year ended December 31, 2002 iridiease was primarily due to the properties @dol®ur portfolio during the year ended
December 31, 2003 and the receipt of a $4,200,8609 kase termination fee in April 2003 relatedhtlease termination that occurred in Mi
2003. This increase was patrtially offset by theeéased interest expense incurred on the mortgatjetaer secured debt related to the acquired
properties.

Net cash used in investing activities increased 3#)000 to $215,263,000 for the year ended DeceBthe2003 compared to
$164,755,000 for the year ended December 31, Z0@Rincrease was primarily the result of the amaiimtash used to acquire the portfolio
properties acquired during the year ended DeceBibe2003 compared to the amount of cash used wiradtpe properties acquired during the
year ended December 31, 2002. Approximately $78084Bof the acquisition costs of the propertiesuzreql during the year ended Decem
31, 2002 is attributable to the assumption of égsiortgage loans on the property and to selferfcing of a portion of the property purchase
price. There were no such debt assumptions or dglncings for the properties acquired in thery@aded December 31, 2003.

Net cash provided by financing activities increa$2d,185,000 to $187,873,000 for the year endecdber 31, 2003 compared to
$158,688,000 for the year ended December 31, Z0@Rincrease was partially the result of the hideeel of debt financing obtained from
non-seller lenders for the properties acquiredrdutie year ended December 31, 2003 compared fordiperties acquired during the year
ended December 31, 2002. Approximately $78,648d3@Be acquisition costs of the properties acquihedng the year ended December 31,
2002 is attributable to the assumption of existimgtgage loans on the property and to seller
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financing of a portion of the property purchase@riThe increase in cash flows from debt obtainas partially offset by the decrease in net
capital contributions received from owner during tfear ended December 31, 2003. The amount ofatapitsus debt used to acquire our
properties is discretionary.

Comparison of Year Ended December 31, 2002 to ¢éhie&from February 28, 2001 (inception) throughdeember 31, 2001
Cash and cash equivalents were $3,578,000 aneé &g ctively, at December 31, 2002 and 2001.

The net cash provided by (used in) operating a&sjiused in investing activities and providedibgncing activities for the year ended
December 31, 2002 increased compared to the pedodFebruary 28, 2001 (inception) through Decen83gr2001 as a result of the
acquisition of properties in our portfolio duringetyear ended December 31, 2002. We acquired rstipbrtfolio property in January 2002 and
had limited activity during the period from Febry&8, 2001 (inception) through December 31, 2001.

Funds From Operations

We calculate FFO in accordance with the standastédbkshed by NAREIT. FFO represents net incomssfl¢computed in accordance
with GAAP), excluding gains (or losses) from saléproperty, real estate related depreciation andrtization (excluding amortization of
deferred financing costs) and after adjustmentsifi@onsolidated partnerships and joint ventures.

Management uses FFO as a supplemental performaggsune because, in excluding real estate relaf@dation and amortization and
gains and losses from property dispositions, ivjges a performance measure that, when comparedyeayear, captures trends in
occupancy rates, rental rates and operating dd&slso believe that, as a widely recognized measithe performance of REITs, FFO will
be used by investors as a basis to compare ouatipgperformance with that of other REITS.

However, because FFO excludes depreciation andtaatton and captures neither the changes in theevaf our properties that result
from use or market conditions nor the level of talpgxpenditures and leasing commissions necessamgintain the operating performance of
our properties, all of which have real economieetffand could materially impact our results fronemgpions, the utility of FFO as a measure of
our performance is limited. Other equity REITs nmay calculate FFO in accordance with the NAREITidgbn and, accordingly, our FFO
may not be comparable to such other REITs’ FFO ofdiagly, FFO should be considered only as a supeld to net income as a measure of
our performance. FFO should not be used as a measour liquidity, nor is it indicative of fundwvailable to fund our cash needs, including
our ability to pay dividends or make distributiof$:0 also should not be used as a supplementdobstitute for cash flow from operating
activities computed in accordance with GAAP.

The following table sets forth a reconciliationaefr pro forma funds from operations for the peripdssented (in thousands):

Pro Forma
Six Months
Ended vear
June 30, 200 Ended
December 31, 20C
Pro forma income (loss) before minority interesbperating partnership but
after minority interest in consolidated joint vergs $ (,17) $ 12,53:
Plus: pro forma real estate depreciation and amaiitin 22,06t 43,47:
Pro forma funds from operatiofis $ 16,89 $ 56,00¢

(1) Pro forma funds from operations as set forth alioskides $17.9 million of compensation expenseteeldo fully-vested long-term
incentive units granted in connection with thiseoififig and the formation transactions for the pesipasentec
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Inflation

Substantially all of our leases provide for separatl estate tax and operating expense escalaltivaddition, many of the leases prov
for fixed base rent increases. We believe thaaiitthary increases may be at least partially offgehe contractual rent increases and expense
escalations described above.

New Accounting Pronouncements

On April 30, 2003, the FASB issued SFAS No. 149nf@ndment of Statement 133 on Derivative InstrumantsHedging Activities.”
SFAS No. 149 amends and clarifies the accountiindegice on (1) derivative instruments (includingtaier derivative instruments embedde
other contracts) and (2) hedging activities thitfihin the scope of SFAS No. 133, “Accounting erivative Instruments and Hedging
Activities.” SFAS No. 149 also amends certain otidsting pronouncements, which will result in moomsistent reporting of contracts that
are derivatives in their entirety or that contaimbedded derivatives that warrant separate accaurg8ifAS No. 149 is effective (1) for
contracts entered into or modified after June 8032 with certain exceptions, and (2) for hedgielationships designated after June 30, 2003.
The guidance is to be applied prospectively. Thaptdn of SFAS No. 149 did not have a material iotgan our financial position or results of
operations or cash flows.

In May 2003, the FASB issued SFAS No. 150, “Accingnfor Certain Financial Instruments with Charaistics of both Liabilities and
Equity.” SFAS No. 150 establishes standards for havissuer classifies and measures in its baldrext sertain financial instruments with
characteristics of both liabilities and equity.decordance with the standard, financial instrum#rasembody obligations for the issuer require
classification as liabilities. SFAS No. 150 is effge for financial instruments entered into or ified after May 31, 2003, and otherwise shall
be effective at the beginning of the first integp@riod beginning after September 15, 2003. On Ndexrid, 2003, the FASB deferred the
effective date of paragraphs 9 and 10 of SFAS 186.ds they apply to mandatorily redeemable nonrobimgy interests in order to address a
number of interpretation and implementation issii&® adoption of SFAS No. 150 did not have any ichpa our financial position or results
of operations or cash flows.

In November 2002, the FASB issued FASB Interpretablo. 45 (FIN 45), “Guarantor's Accounting and &isure Requirements for
Guarantees, Including Indirect Guarantees of Inethietss of Others.” This interpretation expandsitbelosures to be made by a guarantor in
its financial statements about its obligations urmgtain guaranties and requires the guarantgedognize a liability for the fair value of an
obligation assumed under a guaranty. FIN 45 céwifhe requirements of SFAS No. 5, “Accounting@ontingencies,” relating to guaranties.
In general, FIN 45 applies to contracts or indematfon agreements that contingently require thergutor to make payments to the guarar
party based on changes in an underlying that &aelto an asset, liability, or equity securitytted guaranteed party. The adoption of FIN 45
did not have any impact on our financial positiomesults of operations or cash flows.

In January 2003, the FASB issued FASB Interpretaio. 46 (FIN 46), “Consolidation of Variable Ingst Entities.” FIN 46 clarifies the
application of Accounting Research Bulletin No. 32onsolidated Financial Statements” and providgisi@ance on the identification of entities
for which control is achieved through means othantthrough voting rights and how to determine wéwet which business enterprise should
consolidate such an entity. This new model for otidation applies to an entity which either (1) trgpity investors (if any) do not have a
controlling financial interest or (2) the equitywestment at risk is insufficient to finance thatigrs activities without receiving additional
subordinated financial support from other part@srtain provisions of this interpretation are efifez for 2003. The adoption of the provisions
of this statement did not have any impact on quarftial position or results of operations or cdstvg.
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Quantitative and Qualitative Disclosures About Market Risk

Our future income, cash flows and fair values rafevo financial instruments are dependent upongteat market interest rates. Mar!|
risk refers to the risk of loss from adverse charigemarket prices and interest rates. We use slameative financial instruments to manage,
or hedge, interest rate risks related to our bairrge: We do not use derivatives for trading or siiegtoe purposes and only enter into contracts
with major financial institutions based on theiedit rating and other factors.

Upon completion of this offering, we expect to eni¢o interest rate swap agreements for approxdm#140.3 million of our variable
rate debt. As a result, we expect that approximat®l3% of our total indebtedness, upon completibthis offering, will be subject to fixed
interest rates.

If, after consideration of the interest rate swagscribed above, LIBOR were to increase by 10%pproximately 19.9 basis points, the
increase in interest expense on the unhedged \araie debt would decrease future earnings artuféass by approximately $229,000
annually. If LIBOR were to increase by 10%, the failue of our $264.1 million principal amount aftstanding fixed rate debt would decre
by approximately $3.1 million. If LIBOR were to dease by 10%, or approximately 19.9 basis poihesdecrease in interest expense on the
unhedged variable rate debt would be approxim&280,000 annually. If LIBOR were to decrease by 10% fair value of our $264.1 millic
principal amount of outstanding fixed rate debt lddacrease by approximately $3.1 million.

Interest risk amounts were determined by considetie impact of hypothetical interest rates onfmancial instruments. These analyses
do not consider the effect of any change in oveatinomic activity that could occur in that enviment. Further, in the event of a change of
that magnitude, we may take actions to furthergatg our exposure to the change. However, dueetarnthertainty of the specific actions that
would be taken and their possible effects, thes¢yaas assume no changes in our financial structure

As of June 30, 2004, our total outstanding debt amsoximately $473.9 million, which was compriséd247.2 million of mortgage
loans, $99.5 million of notes payable under a lwittgn, $51.9 million of other secured loans andliotation to us of $75.3 million of
amounts outstanding under the Gl Partners lineaafit Approximately $366.3 million, or 77.3%, afiiototal outstanding debt was variable
rate debt. As of June 30, 2004, the fair valuewfautstanding fixed-rate debt approximated $10&18on compared to the carrying value of
$106.5 million.

We are also party to a foreign currency hedgingreahwith a notional value of 850,000, which was used to convert the balancic
investment in the Camperdown House property in®. dollars. The fair value of this forward contraets $(1,796,042) as of June 30, 2004,
using the currency exchange rate in effect asaifdhte. If the exchange rate of United Statesdb®lo Great Britain Pounds were to increase
by 10%, the fair value of our forward contract webdecrease by $1,411,901 to $(3,207,943). If th@xge rate of United States Dollars to
Great Britain Pounds were to decrease by 10% anedlue of our forward contract would increasefiy411,901 to $(384,141).
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INDUSTRY BACKGROUND/MARKET OPPORTUNITY

The technology industry has played a prominentirotbée development of the global economy. Techgickl innovations, such as the
Internet, have led to dramatic improvements inability to communicate and transact business wdddywexpanded the reach of products and
services and created electronic bonds that entthrcbility of businesses to interact with custasm@s a result, the technology industry has
achieved extraordinary growth. According to Forgefesearch, Inc., a leading technology reseamneh fietween 1996 and 2000, technology
expenditures in the U.S. grew from $397.3 billior$709.8 billion, representing a 15.6% annualizedvth rate, which was more than double
the growth rate of the overall economy over theesgeriod, as measured by GO,

This rapid growth in technology expenditures wdkweed by an overall reduction in sector spendirggrf 2001 through 2003. Despite
this reduction in spending, however, technologygeseontinued to expand during the same periodyidsrced by the increase in electronic
commerce which grew from $598.0 billion in 2001$th6 trillion in 2003 (or 64.6% compounded annuakgh), and the increase in
worldwide Internet users which grew from 506.6 miilin 2001 to 702.4 million in 2003 (or 17.7% comopmded annual growth), both
according to IDC Research Inc., a leading IT afettmmunications market intelligence firfiU.S. technology spending has now stabilized
and, according to Forrester Research, Inc., is@ggdo increase by 6.9% annually from $763.1dailin 2004 to $995.5 billion in 2008

As technology has become a more significant compiomiethe overall economy, the importance of higlalgy, strategically located,
technology-related real estate has grown. Durieggtiowth of the 1990’s, the investment opportuiritiechnology-related real estate was
fueled by heavy tenant demand. From 2001 throu@3 2@vestment in technology-related real estataime more opportunistic as a result of
the disequilibrium in the overall technology indystNow, in light of improving trends in the tecHagy industry, we believe demand for
technology-related real estate is increasing, @wt@ogy companies require more space and compfeastructure to support their growth.

Within technology-related real estate, we focuseminology industry facilities that are difficudt teplicate and critical to the operations
of tenants, which we believe represent the begj-term real estate investment opportunities. Mdhese facilities have fully redundant
electrical supply systems, multiple power feedsvabstandard electrical HVAC systems, raised-flnaas that accommodate computer cables
and below-floor cooling systems, extensive in-badgdcommunications cabling, and high level secwsitgtems. Since inception, our
predecessor has made selective acquisitions dé thpss of facilities at prices which are at orbethe replacement cost. Our ability to do so
has been driven by our capacity to fully assesstitaegic value of specific properties, the credithiness and business potential of
technology tenants and local market conditionsn@dorward, our in depth knowledge of the techngloglustry, acquisition experience and
specialist focus position us to benefit from conéid growth in the technology industry. The propéypes within our focus include:

» telecommunications infrastructure properties, wigobvide the infrastructure required by companiethe data, voice, and wireless
communication industrie:

» information technology, or IT, infrastructure profes, which provide the physical environment regdifor disaster recovery,
outsourcing and collocatiol

» technology manufacturing properties, which contaghly specialized manufacturing environments faectspurposes as disk drive
manufacturing, semiconductor manufacturing andigfiggharmaceutical manufacturing; a

» regional or national headquarters of technologymamies that are located in our target marl

(1) IT Spending Outlook: 20(-2008 and Beyond, Forrester Research, Inc., Julg
(2) Worldwide Internet Usage & Commerce 2-2007 Forecast (#30949), IDC Research, Inc., Mabth
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Telecommunications Infrastructure

Our telecommunications infrastructure buildings/eeas access and interconnection points for theevamd data networks
telecommunications companies. From our buildings,telecommunications tenants provide services lwiriclude transporting wireline and
wireless voice communications, transmitting datenintiple protocols (including the Internet protty¢@nd providing services that optimize
communications applications to meet specific bussrand technical requirements. Many of these ses\dace considered critical to our tenants’
and their customers’ operations.

As participants in the global economy have becameeasingly dependent on networks such as thenkttér order to reliably and
efficiently transfer data over long distances,riked for an organized approach to network intereotion that can support the rapid growth of
data traffic has grown. As a result, the industrg bonstructed telecommunications network facdlitteast accommodate increased rates of data
flow over networks, or bandwidth. These faciliteee typically characterized by the physical presasfdnternet service providers, regional
incumbent phone companies and media providersf athom interconnect within our buildings by plagiprivate connections between each
other. In our target metropolitan markets, we lyeithat there are typically only a few buildingatthave the sufficient critical mass of multi
high-speed optical connections to major network cartietse characterized as network access points eTietsvork access points are critice
telecommunications infrastructure tenants becawse fgrovide secure, direct access to the poinhathatraffic is exchanged. This reduces t
costs by eliminating local access charges, reding@spoints of failure and increases their effig. According to PriMetrica, Inc., an
independent research firm which tracks Internetisermproviders and facilities, there are 340 Int¢rgateway and collocation facilities
comprising 38 million square feet located in terjon&.S. cities®

Upon completion of this offering, we will own appimately 2.0 million square feet of net rentablaspin seven facilities that
principally provide the real estate infrastructforetenants in the telecommunications infrastruetsgrvices sector. Our telecommunications
tenants include AT&T, Cingular, Level 3, Qwest, SEBprint, T-Mobile, Verizon, XO Communications aBgl0 Networks.

Since telecommunications infrastructure tenantsigeoservices critical to the day-to-day operatiohtheir customers on a continuous
basis, these tenants require buildings which hale fedundant electrical supply systems, multipever feeds, above-standard electrical
HVAC systems, raised floor areas to accommodatepoden cables and below-floor cooling systems, esitenin-building communications
cabling and high-level security systems. Accordimgesearch published in 2002 by Gartner Inc., taoson costs to build these high quality,
specialized properties ranged from $300 to $1,@90sguare foot of raised floor aréaOur tenants have generally funded capital
improvements themselves. As such, leases for eoammunications infrastructure properties aredaily longer in duration than standard
commercial leases, with an average term of 13.7sy@&nant-installed improvements generally renaaiour property after termination of the
lease. As many such tenant improvements are readdptable to similar types of uses, we expecetefit from these improvements by
reducing our re-tenanting costs. We have histdyi¢ed success in re-tenanting vacant telecommtioigaspace with minimal additional
tenant improvement expenditures by us.

Information Technology Infrastructure

Tenants in our IT infrastructure buildings provideoutsourcing, data storage and management, lastontinuance, disaster recove
web hosting, and collocation. Trends that are figethe growth of the IT services sector includeerécegulatory requirements for financial
services companies to maintain dual data produetiironments (where two geographically separagetems process simultaneously the
same data to provide complete redundancy), incde@smand for business continuance and disastevegcsolutions which enable

(3) Colocation 2004, Telegeography, a division of Ptifi¢e, Inc.
(4) Data Center Opportunities Abound in Real EstateketaiDecision Framework (DP -7980) by M. Bell, L. Leong Research Note DecemHigr2D02
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companies to recover from unplanned service inpgisas, and the sustained trend of businessesugiag their business processes and IT
operations. Fueled by these positive trends, U.Setvices spending reached $369.4 billion in 2803 is expected to increase 4.3% in 20C
approximately $385.3 billion, according to Forrestesearch,

Inc. ® Forrester Research, Inc. also expects U.S. ITsss\dpending to grow 4.6% annually through 2608.

Upon completion of this offering, we will own appimately 1.7 million square feet of net rentablaspin eight facilities which
principally provide the real estate infrastructfoetenants in the IT services sector. Severaluwfld infrastructure buildings are occupied by
tenants that provide web hosting and other colionagervices to numerous customers whose compgtgpment is installed in the buildings.
Our web hosting tenants include AT&T, Equinix, Lay@ne, Level 3, NTT/Verio, Savvis and SBC Servic@ar web hosting tenants facilitate
the delivery of content and services via the Inteby providing customers with physical space fi&irttechnical equipment, network
connectivity and onsite systems management. Ouhesting tenants’ customers span a wide varietypddstries and include AOL, IBM,
Major League Baseball, Microsoft, NASA and Southtsiglines.

In addition, we are pursuing the opportunity toskeaollocation space in four of our buildings. Godtion facilities provide customers
with the opportunity to lease a small footprintspfice in secure and reliable operating environnteatsallows our customers’ Internet and
telecommunications equipment to run 24 hours a skyen days a week. This is a cost-effective smiutir the tenants, and allows for the
leasing of small spaces at significant premiumgravailing market rents. According to Tierl Resbaem independent research firm which
regularly tracks statistics on multi-tenant datatees, there are 511 multi-tenant data centersarunited States, which comprise a total of 23
million gross square feet. Tierl Research estimatasthe average annual rent charged to custowitTis these data centers is approximately
$300 per square foot, or more depending on thetyudlthe data center. At our Univision Tower peoty collocation space, we have achieved
rental rates as high as $200 per net rentable edoar for smaller spaces of 50 to 200 squaredndtrents of approximately $50 to $100 per
net rentable square foot for 500 to 1,000 squagkesigaces. At our 36 Northeast Second Street editotspace, we have achieved rents of over
$40 per net rentable square foot for large spatesey 5,000 square feet.

IT infrastructure tenants seek to operate in se@perationally resilient, continuous service daaters. These data centers must offer
fully redundant electrical supply systems, multiptever feeds, above-standard electrical HVAC systerised floor areas to accommodate
computer cables and below-floor cooling systemteresive in-building communications cabling, highdesecurity systems and redundant
ingress and egress Internet and data access acuit§de providers. Similar to telecommunicationfastructure properties, we believe
construction costs to build a combination of thelsgsical requirements can range from $300 to $1p@d&Gquare foot of raised floor area. As
such, leases of our IT infrastructure propertiestgpically longer than standard commercial leaséth, an average term of 12.9 years. Our
tenants have generally funded capital improvemitr@imselves. Tenant-installed improvements generathain at our property after
termination of the lease. As many such improvemargseadily adaptable for similar types of usesewpect to benefit from these
improvements by reducing our re-tenanting costs héiee historically had success in re-tenanting wedata center space with minimal
additional tenant improvement expenditures by us.

Technology Manufacturing Infrastructure

Technology manufacturing properties are broadlyatterized as those having tenants that requireedtop “on-shore’dbperations due t
the highly technical nature of their activities.\Miproducts and advanced engineering techniques tétquire the close proximity of
engineering and research to the manufacturing psase As a result, companies seek to couple maatifagprograms directly with
R&D/engineering

(5) Projected 2004 US IT Growth Edges Up To 6%, FoereResearch, Inc., June 2C
(6) IT Spending Outlook: 20(-2008, and Beyond, Forrester Research, Inc., Jul¢
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activities that reside domestically, often in thene facility. Technology manufacturing tenantsuiel manufacturers of specialized equipment
and materials for such industries as computer harelvsemiconductors, life sciences, electronicstaledommunications.

Upon completion of this offering, we will own appimately 604,000 square feet of net rentable spat@ee facilities that provide the
real estate infrastructure primarily for tenantsgahnology manufacturing sectors. Our technologyufacturing tenants include Abgenix,
ASM Lithography and Maxtor Corporation.

Technology manufacturing infrastructure tenantsciiby require facilities that contain both genen#fice space and specialized space
such as clean room assembly and electronic labedbinology/life sciences labs and associated cle@m facilities and technical equipment
manufacturing facilities. Specialized spaces ateresively improved by tenants to include the additf robust and redundant electrical
distribution, above standard HVAC systems, cleamrdacilities, electronics assembly facilities, stygold storage for biotechnology products
and “wet-lab” research and testing areas. Speetlmilding improvements are made at costs whiehrany times greater than standard
improvements to office space. As such, leases ofemhnology manufacturing properties are typiclilyger than standard commercial leases,
with an average lease term of 10.3 years. Our terf@ve generally funded capital improvements tiedves. Tenant-installed improvements
generally remain our property after terminationtef lease. As many such improvements are readélptatile for similar types of uses, we
expect to benefit from these improvements by redyuour re-tenanting costs. We have historically $izctess in re-tenanting vacant
manufacturing space with minimal additional teriamprovement expenditures by us.

Technology Office/Corporate Headquarters

Technology office/corporate headquarters builditygécally consist of general-purpose office and R&8&x spaces in “tech-centric”
markets. These properties often include facilitith extensive installed tenant improvements thataiitical for the technology tenant’s
business such as data centers, telecommunicatindlectronics assembly and testing spaces. Riexpare typically located in markets that
are home to a variety of technology industry sectord companies. The most attractive markets @mcterized by an ample, well-educated
technology workforce, proximity to major universgiand a critical mass of technology industry fiaosve in the area. Metropolitan markets
currently represented in our portfolio for headdermassets include the San Francisco Bay areaa$)&lenver and Boston.

Upon completion of this offering, we will own appimately 1.3 million square feet of net rentablaspin five properties that serve as
regional or national headquarters facilities faht@ology industry tenants. Our corporate headqrsatémants include Comverse Technology,
Carreker Software, Siemens Subscriber Networksstode & Webster.
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BUSINESS AND PROPERTIES

Overview

We own, acquire, reposition and manage technoletgted real estate. We target high quality, stieédly located properties containing
applications and operations critical to the dayly-operations of technology industry tenants. ®nant base is diversified within the
technology industry and reflects a broad spectréinegional, national and international tenants Hratleaders in their respective areas. We
expect to qualify as a REIT for federal income paxposes beginning with our initial taxable yeadliag December 31, 2004.

Upon completion of this offering and consummatiéthe formation transactions, we will own 22 pradpes located throughout the U.S.
and one property located in London, England, cairigia total of approximately 5.6 million net reliasquare feet. To facilitate research and
development, technology transfer and recruitme¢ctinology professionals, companies in the tedgyindustry often cluster near major
scientific research institutions, universities grmyernment agencies, all of which drive demandfoperties combining office,
communications infrastructure and data center sgageoperations and acquisition activities araufmal on a limited number of markets wt
technology tenants are concentrated, includingAtenta, Boston, Dallas, Denver, Los Angeles, Mialgw York, Phoenix, Sacramento, San
Francisco and Silicon Valley metropolitan areasofA3une 30, 2004, our properties were approxima@él1% leased at an average annualized
rent per leased square foot of $20.01.

Our senior management team and Executive Chairraaa én average of over 22 years of experiencesitetthnology or real estate
industries, including experience as investors divjsors to and founders of technology companieslddiour senior management team’s
direction, we focus on technology industry faddtithat are difficult to replicate and criticath® operations of tenants, which we believe to be
the best long-term real estate investment oppdi@sniThe property types within our focus include:

» telecommunications infrastructure properties, whiobvide the infrastructure required by companiethe data, voice and wirele
communications industrie

« information technology, or IT, infrastructure profes, which provide the physical environment regdifor disaster recovery,
outsourcing and collocatiol

» technology manufacturing properties, which contaghly specialized manufacturing environments faectspurposes as disk drive
manufacturing, semiconductor manufacturing andigfiggharmaceutical manufacturing; a

» regional or national headquarters of technologymamies that are located in our target marl

Many of our properties have extensive tenant impneents that have been installed at our tenant€resga Unlike traditional office and
flex/R&D space, the location of and improvementsuo facilities are generally essential to our teéeabusinesses, which we believe results in
high occupancy levels, long lease terms and lowarieturnover. Based on our experience, proper@sed to tenants in the communications
and information technology industries typicallyaffully redundant electrical supply systems, npldtipower feeds, above-standard electrical
HVAC systems, raised floor areas to accommodatepoden cables and below-floor cooling systems, esitenin-building communications
cabling and higHevel security systems, while properties lease@tbnology manufacturing companies typically offdly redundant electric:
supply systems, multiple power feeds, above-stahdi@ctrical HVAC systems, high-level security gyss and clean room space. The tenant-
installed improvements in our facilities are regditiaptable for use by similar tenants.

Our predecessor, Gl Partners, is a private equitgd that was formed to pursue investment opporasihat intersect the real estate and
technology industries. Gl Partners was formed inr&ary 2001 after a competitive six-month selecpoocess conducted by the California
Public Employee Retirement System, or CalPERSlatfyeest U.S. pension fund. Upon GI Partnsedection, CalPERS provided a $500 mill
equity
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commitment to Gl Partners to invest in technologhated real estate and technology operating bus#se$n addition, CB Richard Ellis
Investors, a subsidiary of CB Richard Ellis, or GBRhe largest global real estate services firrd,rmaembers of Gl Partners’ management
provided a commitment of $26.3 million. Upon contjae of this offering and consummation of the fotioa transactions, Gl Partners will
contribute substantially all of its technology-tteld real estate investments to our operating pattie Thereafter, pursuant to our non-
competition agreement with Gl Partners, Gl Partméliscontinue to manage its investments in othesting businesses, but will not, subject to
limited exceptions, pursue new investments in tetdgy-related real estate. After completion of thiifering and the formation transactions,
CalPERS and CB Richard Ellis Investors, througlir tnership of Gl Partners, will together haveagproximate 47.4% interest in our
operating partnership, which would equal an appnatée 46.8% beneficial interest in us, on a fullyigid basis, and will remain valuable
partners. See “—Our Competitive Strengths.”

We were formed in March 2004 by Digital Propertitgddings LLC. The sole members of Digital Propesti¢oldings are Richard A.
Magnuson, the Executive Chairman of our board dadors, and Michael F. Foust, our Chief Execu@fficer. In April 2004, Digital
Properties Holdings sold its interest in us to @itRers for $2,000. Upon completion of this offgremd consummation of the formation
transactions, we expect to have 20 employees.ditiad, we engage CBRE and other experienced ptppsanagement companies to provide
on-site property management services. We intepéyoregular quarterly dividends to our stockholdbegyinning with a dividend for the
period commencing on the completion of this offgramd ending on December 31, 2004. See “Divideridy?bUpon completion of this
offering and consummation of the formation tranisas, substantially all of our business will be doated through Digital Realty Trust, L.P.,
our operating partnership.

Our Competitive Strengths

We believe we distinguish ourselves from other awnacquirors and managers of technology-relataldestate through our competitive
strengths, which include:

» High Quality Portfolio. ~ Our portfolio contains ste-of-the-art facilities with extensive tenant improvemerased on currer
market rents and estimated costs to construct guagrerties and their improvements, we believe ttiey could not be replicated
today on a cost-competitive basis. Many of the priigs in our portfolio are located on major aggitean points formed by the
physical presence of multiple major telecommunaraiservice providers, which reduces our tenaottscand operational risks and
increases the attractiveness of our buildil

* Presence in Key Markets Our portfolio is primarily located in 11 majoretropolitan areas, including the Boston, Dallass L
Angeles, New York, San Francisco and Silicon Vatigstropolitan areas, and is diversified so thabne market represents more
than 28.9% of the aggregate annualized rent opottfolio as of June 30, 2004. We believe thesekatarare among the areas of
major technology-related activities in the U.S. Tokkowing chart illustrates the geographic distiiion of our tenants by annualized
rent:
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Long-Term Leases. We have lon-term leases with stable cash flows. As of June€804, our average lease term was in exce
12.6 years, with an average of 7.9 years remairflihgpugh 2007, leases representing only 7.9% ofietirentable square feet, or
7.8% of our aggregate annualized rent is scheduleapire. Moreover, through 2005, only 1.6% of nat rentable square feet is

scheduled to expirt

Specialized Focus in Dynamic and Growing Industry We focus solely on technology-related realtest@cause we believe that
the growth in the technology industry will be supeto that of the overall economy. We believe that specialized understanding of
both real estate and technology gives us a sigmficompetitive advantage over less specializedsitors. We use our in-depth
knowledge of the technology industry to identifsastgically located properties, evaluate tenameditworthiness and business
models and assess the I-term value of i-place technical improvemen

Proven Acquisition Capability.  Since 2002, we have acquired or will acquirerupompletion of this offering and consummat

of the formation transactions an aggregate of 2B8rtelogy-related real estate properties with 5 fioninet rentable square feet. Our
acquisition capability is driven by our broad netiwof contacts within a highly fragmented univeddesellers and brokers of
technology-related real estate. We have developtlled, standardized procedures for evaluatingiaitipns to ensure that they
meet our financial and other criteria, which allawgsto efficiently evaluate investment opportussitead, as appropriate, commit and
close quickly. More than half of our acquisitionere acquired before they were broadly marketedehyestate brokers. We intenc
continue to acquire additional technol-related real estate as a key component of our gretrategy

Experienced and Committed Management Teanr  Our senior management team, including our EtkeeChairman, collectively
have an average of over 22 years of experiendeeitechnology or real estate industries, includirgerience as investors in,
advisors to and founders of technology companies bélieve that our senior management team’s exteksiowledge of both the
real estate and the technology industries providesith a key competitive advantage. Upon comptetibthis offering, our senior
management team is expected to collectively owapgmoximate 3.2% equity interest in our companydually diluted basis, which
aligns manageme’s interests with those of our stockholdt

Unique Sourcing Relationships  Upon completion of this offering, the membefsor contributors will hold a substantial indirect
investment in our company, and accordingly, wecipeite that they will continue to play an activéerdVe expect that CBRE wiill
assist us with obtaining property deal flow thas hat been widely marketed, and Gl Partnprivate equity investment profession
will provide additional technology industry expsgiand access to proprietary deal flow. In additiee expect that CalPERS will
provide us with introductions to potential souroégsicquisitions and access to its technology ingiustperts and will be a potential
source of c-investment capita

Business and Growth Strategies

Our primary business objectives are to maximiz¢asnable lon-term growth in earnings, funds from operations eash flow per shat
and to maximize returns to our stockholders. Ouwirmss strategies to achieve these objectives are:

Capitalize on Acquisition Opportunities. We believe that acquisitions enable us to meeecash flow and create long-term
stockholder value. Our relationships with techngltenants and real estate brokers who are deditatgzgtving these tenants prov
us with ongoing access to potential acquisitiors @ften enable us to avoid competitive biddingatitins. Furthermore, technology-
related real estate is specialized, which makesit difficult for traditional real estate investdo understand and fosters reduced
competition for acquisitions relative to other pedy types. We believe this dynamic creates an dppity for us to obtain better
risk-adjusted returns on our capit
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« Maximize the Cash Flow of our Properties We aggressively manage and lease our assetsréase their cash flow. We oft
acquire properties with substantial in-place cémlv ind some vacancy, which enables us to createeiphrough lease-up. Our
portfolio was approximately 87.1% leased as of BMe2004, leaving approximately 720,000 squaredéret rentable space
available for lease-up. Moreover, many of our prips contain extensive in-place infrastructuréwoitdout which may result in
higher rents when leased to tenants seeking thgg®vements. We have also implemented cost comtealsures by negotiating
expense pass-through provisions in tenant leasespfrating expenses and certain capital experditlieases covering more than
95% of the leased net rentable square feet in ofgtio as of June 30, 2004 required tenants yoglbor a portion of increases in
operating expenses, including real estate taxsgramce, common area charges and other exp

» Convert Improved Space to Collocation Use We own approximately 181,000 net rentable sejémet of data center space with
extensive installed tenant improvements that isetuly, or will shortly be, available for lease.tRer than leasing such space to large
single tenants, we have and intend to continu@twert these spaces to multi-tenant collocation wite each tenant averaging
between 100 and 1,000 square feet of net rentphiges Multi-tenant collocation is a cost-effectsaution for smaller tenants who
cannot afford their own extensive infrastructurd aacurity. Because we can provide such featuregresable to lease space to tl
smaller tenants at a significant premium to othesst.

» Leverage Strong Industry Relationships We use our strong industry relationships wakional and regional technology intens
companies to comprehensively identify and resportti¢ir real estate needs. Our leasing and satdsgsionals are real estate and
technology industry specialists who can developmemfacility solutions for the most demanding teclogy tenants

* Use Capital Efficiently. We have and will continue to opportunisticabll assets. We believe that we can increase sitaddh
returns by effectively redeploying asset sales @eds into new acquisition opportunities. Recentfita centers have been particul
attractive candidates for sale to owner/usershasost of acquisition is usually substantially ésthan the construction of a new
facility. We will seek such opportunities to rea&ligrofits and r-invest our capital
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Our Initial Portfolio

The following table presents an overview of théiahiportfolio of properties that we will own up@ompletion of this offering an
consummation of the formation transactions, retetoeherein as our portfolio, based on informatisrof June 30, 2004:

Annualized
Net Rentable Annualized Net Effective
M i Percent P Annualized Rent Per Rent Per
etropolitan Ownership Year Built/ Square Feel ercem Leased Leased
Property (1) Area Renovated @ Leased Rent @) Square Foot®  Square Foot®
Telecommunications Infrastructure
200 Paul Avenu San Francisc 100.% 1955/1999&200 532,23t 82.%  $10,617,60 $ 24.08  $ 28.0z
Univision Tower Dallas 100.( 1983 477,10 79.7 7,949,79i 20.9(C 19.9¢
Carrier Centef® Los Angeles 100.( 1922/199¢ 449,25: 80.t 7,484,581 20.7¢ 24.57%
Camperdown Housé) London, UK 100.( 1983/199¢ 63,23! 100.( 4,023,97. 63.6¢ 63.6¢
1100 Space Park Dri Silicon Valley 100.( 2001 167,95: 46.€ 3,481,04 44.5] 52.3¢
36 Northeast Second Stre Miami 100.( 1927/199¢ 162,14( 81.1 2,986,64. 22.7: 25.6¢
VarTec Building Dallas 100.( 1999 135,25( 100.( 1,352,501 10.0(¢ 10.4¢
1,987,17. 80.1 37,896,13 23.81 26.2%
Information Technology Infrastructure
Hudson Corporate Cent New York 100.( 1989/200C 311,95( 88.7 6,207,59! 22.4: 24.4¢
Savwvis Data Cente Silicon Valley 100.( 2000 300,00 100.( 5,580,00! 18.6( 22.07%
AboveNet Data Cente Silicon Valley 100.( 1987/199¢ 179,48¢ 97.1 4,259,98! 24.4% 35.7:
Webb at LB. Dallas 100.( 1966/200( 365,44 78.¢ 4,176,95! 14.4¢ 14.7¢
NTT/Verio Premier Data Cent: Silicon Valley 100.( 1982-83/ 2001 130,75: 100.( 3,781,201 28.92 31.11
eBay Data Center 100.(
Sacrament 75.00) 1983/200¢ 62,95 © 1,133,22 18.0( 19.2(
Brea Data Cente Los Angeles 100.( 1981/200C 68,80° 100.( 1,176,601 17.1C 19.8¢
AT&T Web Hosting Facility Atlanta 100.( 1998 250,19: 50.C 1,098,031 8.7¢ 10.5¢
1,669,59! 85.F 27,413,59 19.21 22.31
Technology Manufacturing
Ardenwood Corporate Pa Silicon Valley 100.( 198¢-86 307,65 100.( 7,580,64! 24.6¢ 25.3¢
Maxtor Manufacturing Facility Silicon Valley 100.C 1991 & 199710 183,050  100.C 3,272,93 17.8¢ 19.9:
ASM Lithography Facility?) Phoenix 100. 2002 113,40 100.( 2,549,16! 22.4¢ 25.5;
604,11: 100.( 13,402,74. 22.1¢ 23.7¢
Technology Office/Corporate Headquarters
Comverse Technology Building Boston 100.C 1957 & 199912 388,00( 99.7 5,891,39: 15.2: 16.11
Stanford Place I Denver 98.(1% 1982 348,57: 78.4 3,081,26 11.2¢ 11.4¢
100 Technology Center Dri\ Boston 100.( 1989/2001 197,00( 100.( 3,743,001 19.0(¢ 20.2(
Granite Towel Dallas 100.( 1999 240,15: 98.C 3,528,90! 15.0( 15.41
Siemens Building Dallas 100.( 1999 125,53¢ 100.( 1,917,50! 15.27 17.57
1,299,26: 93.7 18,162,07. 14.91 15.7¢
Portfolio Total/ Weighted Average 5,560,14. 87.1% $96,87455 $ 20.01 $ 22.1:
I I

(1) We have categorized the properties in our portfojicheir principal use based on annualized rentvéler, many of our properties support multiplesu
(2) Netrentable square feet at a building represéetsirrent square feet at that building under leasspecified in the lease agreements plus manat's estimate of space available for
lease based on engineering drawings. Net rentahkers feet includes tena’ proportional share of common are
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©)

(4)
®)

(6)

(M
®)

©)

(10)
11

(12
(13)

Annualized rent represents the annualizedthipontractual rent under existing leases asineB0, 2004. This amount reflects total basebrefdre any one-time or non-recurring
rent abatements but after annually recurring resdits and is shown on a net basis; thus, for angrtt under a partial gross lease, the expenseastapder a full gross lease, the
current year operating expenses (which may be astsras of such date), are subtracted from grassTretal abatements for leases in effect as oé By 2004 for the 12 months
ending June 30, 2005 were $852,4

Annualized rent per leased square foot represemisadized rent as computed above, divided by tte¢ sguare footage under lease as of the same

For properties owned as of June 30, 2004ualimed net effective rent per leased square femtasents the contractual rent for leases in @aad June 30, 2004, calculated on a
straight line basis from the date of acquisitionGdyPartners or the date the lease commencedeif [Bhis amount is shown on a net basis; thusafigrtenant under a partial gross
lease, the expense stop, or under a full grose |¢ias current year operating expenses (which reaastimates as of such date), are subtracted fross gent. This amount is further
reduced by the annual amortization of any tenapt@avement and leasing costs incurred by Gl Partioersuch leases, and is then divided by the meahée square footage under le
as of the same date. For properties acquired loe tacquired after June 30, 2004, the same appisasied, except that the straight line rent catmnas as of the acquisition date or
projected acquisition dat

We have been granted an option to purchasetbperty by Gl Partners, which we intend to ebs&r simultaneously with, or shortly after, comjaletof this offering. See “—
Description of Initial Portfoli—Telecommunications Infrastructure Prope—Carrier Cente”

Rental amounts for Camperdown House were calculzsdd on the exchange rate in effect on Junel®d, & 1.8126 pe£1.00.

Upon completion of this offering and consuntioraof the formation transactions, we will own 8% tenancy-in-common interest in this property.iBeng in January 2005, we will
have the right to acquire the remaining 25% inteirethis property from a third party, which weentd to exercise

As of June 30, 2004, the eBay Data Centepgnty was 100% leased to Sprint Communications GamppCommencing October 1, 2004, pursuant to leassed into on June 1,
2004, the property will be 100% leased by two témeeBay and Sprin

This property consists of two buildings: 1055 PAgenue was built in 1991 and 47700 Kato Road wal$ inu1997.

Upon completion of this offering and consummatiéthe formation transactions, we will own the sulieiy that is party to a ground sublease covetiiggroperty. The term of the
ground sublease expires on December 31, 2082“—Description of Initial Portfoli—Technology Manufacturing Propert—ASM Lithography Facility”

This property consists of two buildings: 100 Quaowitt was built in 1999 and 200 Quannapowitt waitlin 1957 and has subsequently been renov:

Upon completion of this offering and consummatiéthe formation transactions, we will indirectly ova 98% interest in a subsidiary that holds thesfemle interest in this property.
An unrelated third party will continue to hold tremaining 2% interest in this subsidiary. See “—®iggion of Initial Portfolio—Technology Office/Cporate Headquarters
Propertie—Stanford Place I”
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Tenant Diversification

Our portfolio is currently leased to more than t&panies, many of which are nationally recogniz@as in the technology industr
The following table sets forth information regamlithe 20 largest tenants in our portfolio basedmmualized rent as of June 30, 2004:

Percentage
Percentage
of Portfolio
Exlﬁﬁ:zin L-(I;c;t:éd of Portoli ) Annualized
Square Square Annualized
Tenant Property @ Feet Feet Rent Rent
Sawvis Communications 588,35¢ 10.5% $12,129,68 12.€%
Sawvis Data Centé? Sep. 201 300,00( 5.4 5,580,001 5.8
Hudson Corporate Cent Sep. 201 234,57( 4.2 5,395,111 5.€
36 Northeast Second Stre Aug. 200¢ 23,80¢ 0.4 589,83« 0.€
Univision Tower Sep. 200® 29,98¢ 0.5 564,73" 0.6
Qwest Communications 260,44 4.€ 7,701,05! 7.¢
200 Paul Avenu Aug. 201! 89,827 1.€ 3,787,87. 3.8
36 Northeast Second Stre Jan. 201 78,54( 1.4 1,586,15: 1.€
Carrier Cente Jan. 202 68,00( 1.2 1,429,85! 1kt
Univision Tower Apr. 200¢ 23,78t 0.4 717,00° 0.7
Carrier Cente Jul. 200! 28" 0.C 160,63: 0.2
1100 Space Pal Aug. 201: 0@ 0.C 19,54: 0.C
Comverse Technology Comverse Technology Buildir Feb. 201 367,03: 6.€ 5,592,54 5.8
Abgenix Ardenwood Corporate Pa Apr. 2011 131,38t 2.4 4,925,26! 5.1
Leslie & Godwin ®)©) Camperdown Hous Dec. 200! 63,23: 1.1 4,023,97. 4.20
Verio, Inc. ® NTT/Verio Premier Data Centt  May 201( 130,75: 24 3,781,201 3.6
Stone & Webster, Inc.©® 100 Technology Center Dri\ Mar. 201! 197,00( 35 3,743,001 3.¢
AboveNet 131,55¢ 2.4 3,499,53 3.€
AboveNet Data Cente Nov. 201¢ 128,18« 2.3 3,435,18 38
Univision Tower Apr. 201« 3,37z 0.1 64,34¢ 0.1
Maxtor Corporation Maxtor Manufacturing Facilit Sep. 201 183,05( 3.3 3,272,93. 3.4
SBC Communications Webb at LB Nov. 201( 141,66 2.t 2,773,76. 2.8
Tyco Networks, Inc. 1100 Space Park Dri\ Jun. 201 59,28¢ 1.1 2,721,04. 2.8
ASM Lithography ASM Lithography Facility Feb. 201 113,40! 2.C 2,549,16! 2.€
XO Communications 96,54¢ 1.7 2,457,34. 2.5
200 Paul Avenu Mar. 201t 64,90 1.2 1,852,63 1.6
Carrier Cente Aug. 201! 29,00( 0.t 467,98: 0.t
Univision Tower Oct. 200! 2,55¢ 0.C 92,171 0.1
Carrier Cente Sep. 201 80 0.C 44 ,55¢ 0.C
Logitech Ardenwood Corporate Pa Mar. 201! 144,27 2.€ 2,263,70! 2.3
Equinix, Inc. Carrier Cente Oct. 201! 129,25 2.3 2,257,14. 2.3
AT&T 168,12 3.C 2,240,19: 2.3
AT&T Web Hosting Facility Mar. 201¢ 125,00( 2.2 1,098,031 1.1
1100 Space Park Dri Jul. 201: 14,03t 0.2 603,55¢ 0.€
26,81
Stanford Place | Sep. 200 a0 0.5 437,26( 0.5
Carrier Cente Jan. 200 80® 0.C 39,33¢ 0.C
Univision Tower Sep. 200 2,197 0.C 62,00: 0.1
Siemens Subscriber Network: Siemens Building May 201( 125,53¢ 2.3 1,917,50! 2.C
VarTec Telecom, Inc. VarTec Building Jan. 201 135,25( 2.4 1,352,501 14
RCN Telecom Services of Ce
Inc. 200 Paul Avenu Aug. 201 57,12! 1.C 1,287,96. 1.3
360 Networks (USA), Inc. Carrier Cente Oct. 200° 68,12( 1.2 1,249,60: 1.3
Total 3,291,39. 58.9% $71,739,11 74.1%

(1) Assumes the exercise of no renewal options anexbecise of all early termination optiot

(2) Microsoft Corporation subleases a portion of S&' space in this building

(3) We negotiated an early termination of thiske for October 2004. In connection with the eynination, Savvis executed a new lease for 1r@@8entable square feet of collocation
space at Univision Tower for a 10-year term comrmen©ctober 2004 at an annualized rent of $384f60¢€he first four years and then increases to $2@Bin years five through
seven and $423,360 in years eight through

(4) Telecommunications collocation spa
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(5) Leslie & Godwin is a United Kingdom subsidiary o©ON Corporation

(6) 100% of the Camperdown House property is sublebgadvel 3 Communications from Leslie & Godwin thgh December 2009. Leslie & Godwin remains liables for rents und:
its lease. Subject to a payment by Level 3 Comnatiuios, which we can waive, Level 3 Communicatisnsbligated to take a further lease of this propfar a term expiring in 2015,
subject to one five-year extension option. Inclgdine Camperdown House sublease, Level 3 Commiprisabccupies a total of 104,676 square feet ofergble space in our

buildings.

(7) Rental amounts for Camperdown House were calculzedd on the exchange rate in effect on June(B@, & $1.8126 pe£1.00.
(8) Verio, Inc. is a wholly owned subsidiary of Nippdelegraph & Telephon¢
(9) Stone & Webster, Inc. is the primary operating ofiithe Engineering, Construction and Maintenareggreent of The Shaw Group Ir
(10) Subsequent to September 2004, we released apptekma,700 rentable square feet of this spacerevatenant

Lease Distribution

The following table sets forth information relatitigthe distribution of leases in the propertiesun portfolio, based on net rental
square feet under lease as of June 30, 2004:

Square Feet Under Leas:

Available

2,500 or les:
2,501-10,000
10,00:-20,000
20,00:-40,000
40,00:-100,000
Greater than 100,0(

Portfolio Total

Lease Expirations

Percentage
Percentage .
; of Portfolio
Number Percentagt Total offeo;;fgtljlo
Leased Annualized
of of All Square Square Fee Annualized e
Leases Leases Feet Rent Rent
— — % 719,78! 12.9% $ — — %
74 33.€ 64,20 1.2 2,722,21. 2.8
64 29.2 326,15 5.9 6,079,58. 6.3
23 10.t 347,86 6.3 7,364,99. 7.€
29 13.2 748,50: 13.5 11,967,84 12.¢
15 6.9 1,044,82: 18.¢ 26,012,16 26.€
14 6.4 2,308,80: 41.4 42,727,76 44.C
21¢ 100.(% 5,560,14. 100.(% $96,874,55 100.(%

The following table sets forth a summary schewof the lease expirations for leases in place asiné 30, 2004 plus available space,
each of the ten full calendar years and the paréat beginning April 1, 2004, at the propertiesim portfolio. Unless otherwise stated in the

footnotes, the information set forth in the takdsiames that tenants exercise no renewal optionalbedrly termination rights.

Number Percentage ) Annualized
Square Annualized
Footage of Portfolio Rent Per
of of Percentage Rent Per Leased
Leases - of Portfolio . .

Expiring Expiring Square Fee Annualized Annualized Leased Square

Year of Lease Square Foot at
Expiration Leases Rent Rent Foot Expiration
Available — 719,78! 12.9% $ — — % $ — $ —
2004 10 49,527 0.8 783,65: 0.& 15.82 16.1¢
2005 14 39,78t 0.7 848,89: 0.€ 21.3¢ 22.8:
2006 26 106,76t 18 1,880,49! 1¢ 17.61 18.37
2007 27 245, 77! 4.4 4,043,27 4.z 16.4¢ 18.32
2008 23 216,03t 3.8 3,533,71 3.€ 16.3¢ 18.1%
2009™ 24 382,42 6.9 8,940,101 9.2 23.3¢ 26.5¢
2010 22 708,45:. 12.€ 12,776,59 13.2 18.0¢ 20.6¢
2011 19 978,14: 17.€ 20,781,21 21t 21.2¢ 25.1(
2012 3 28,19( 0.5 663,68: 0.7 23.5¢ 25.81
2013 11 427,95: 7.7 7,444,71 7.7 17.4C 20.1¢
Thereaftef? 40 1,657,31 29.¢ 35,178,21 36.2 21.2¢ 30.0%
Portfolio Total 21¢ 5,560,14: 100.% $96,874,55 100.(% $ 20.01 $ 24.9:

I I I I L]

Annualized
Rent at
Expiration

$ —
801,15(
908,22!
1,960,86:
4,502,71
3,925,131

10,144,29
14,622,05
24,554,77
727,64
8,621,66:

49,835,43

$120,603,94

(1) Includes 29,984 square feet of net rentaées leased to Savvis Communications in the Uwini3iower that we agreed to terminate as of Oct@be4. In connection with the early
termination, Savvis executed a new lease for 1lr@8entable square feet of collocat
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space at Univision Tower for a 10-year term comriven©ctober 2004 at an annualized annual rent 88 &80 for the first four years and then incredse®t03,200 in years five
through seven and $423,360 in years eight throem!

(2) Includes 63,233 square feet of net rentagées in Camperdown House. Property is subleasé@ysi 3 Communications from Leslie & Godwin, a UdUbsidiary of AON
Corporation, through December 2009. Level 3 Comiations has executed a lease that will commence appiration of the Leslie & Godwin lease and couné through December
2014. Leslie & Godwin remains liable to us for seohder its least

Historical Tenant Improvements and Leasing Commissins

The following table sets forth certain historicaldrmation regarding tenant improvement and leasorgmission costs per square f
for tenants at the properties in our portfolio frime date of acquisition by Gl Partners througheJ8®, 2004:

Year Ended December 31 Six Months Annual Weighted
Ended Average 2002—
20021 2003@ June 30, 20043 June 30, 2004
Expirations
Number of leases expired during y 7 18 5 12
Aggregate net rentable square footage of expieagé: 32,87( 216,65¢ 84,57 133,64:
Renewald®
Number of leases/renew: 5 10 2 7
Square Fee 28,41¢ 78,17: 8,117 45,88
Tenant improvement costs per square fdot $ 4.1Z $ 1.8: $ 5.9¢ $ 2.6¢
Leasing commission costs per square foot 5.0¢ 6.0¢ 4.61 5.7¢
Total tenant improvement and leasing commissiotsco
per square fodp) $ 9.2 $ 7.92 $ 10.6( $ 8.4z2
New lease®
Number of lease 4 18 19 16
Square Fee 34,79¢ 229,21: 111,05¢ 150,02!
Tenant improvement costs per square fdot $ 14.3¢ $ 2.27 $ 15.51 $ 7.31
Leasing commission costs per square fdot 12.37 12.5¢ 12.3¢ 12.4¢
Total tenant improvement and leasing commissiotsco
per square fodP $ 26.71 $ 14.8:C $ 27.81 $ 19.7¢
Total
Number of lease 9 28 21 23
Square Fee 63,21: 307,38 119,17( 195,90¢
Tenant improvement costs per square foot $ 9.7% $ 2.1€ $ 14.8i $ 6.2%
Leasing commission costs per square foot 9.0¢ 10.91 11.8¢ 10.9(
Total tenant improvement and leasing commissiotst
per square fodP $ 18.8¢ $ 13.07 $ 26.71 $ 17.1:

(1) Includes the following properties acquire@B02: 36 Northeast Second Street (from Januar2)2Q@ivision Tower (from January 2002); Camperdddause (from July 2002);
Hudson Corporate Center (from November 2002); andl/Merio Premier Data Center (from December 20

(2) Includes the properties listed in footnotebbve, and the following additional properties aeggliin 2003: VarTec Building (from January 2008)denwood Corporate Park (from
January 2003); ASM Lithography Facility (from Ma@@3); AT&T Web Hosting Facility (from June 2003)re& Data Center (from August 2003); Granite Tovirent September
2003); Maxtor Manufacturing Facility (from Septeml2003); and Stanford Place Il (from October 20!

(3) Includes properties listed in footnotes 1 @rabove and 100 Technology Center Drive (from &aty 2004), Siemens Building (from April 2004), Gar Center (from May 2004),
Savvis Data Center (from May 2004), and Comversghiielogies Building (from June 200:

(4) Does not include retained tenants that have reddcat new space or expanded into new sg

(5) Assumes all tenant improvement and leasimgnaissions are paid in the calendar year in whiehéhse commences, which may be different thagehein which they were actually
paid.

(6) Includes retained tenants that have relocated mareded into new space within our portfo
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Historical Capital Expenditures

The following table sets forth certain informati@yarding historical recurring capital expendituf@scluding tenant improvements)
the properties in our portfolio from the date ofjaisition by Gl Partners through June 30, 2004:

Year Ended December 3: Six Months Annual Weighted
Ended
A 2002-
20021 2003@) June 30, 2004% ﬁi?%%, 2004
Recurring capital expenditur: $ 208,75¢ $ 388,63t $ 397,60¢
Total square feet at period e 1,145,18: 2,792,26! 5,560,14.

Recurring capital expenditures per square $ 0.1¢ $ 0.14 $ 0.07 $ 0.1€

(1) Includes the following properties acquire@B02: 36 Northeast Second Street (from Januarg)2Q@ivision Tower (from January 2002); Camperdddause (from July 2002);
Hudson Corporate Center (from November 2002); afidi/Merio Premier Data Center (from December 20

(2) Recurring capital expenditures for properties asgliduring the period are annualiz

(3) Includes the properties listed in footnotebbve, and the following additional properties aeggin 2003: VarTec Building (from January 2008)denwood Corporate Park (from
January 2003); ASM Lithography Facility (from Ma@@3); AT&T Web Hosting Facility (from June 2003)re& Data Center (from August 2003); Granite Tovireng September
2003); Maxtor Manufacturing Facility (from Septem!2003); and Stanford Place Il (from October 20!

(4) Includes properties listed in footnotes 1 8rabove and 100 Technology Center Drive (from &atyr 2004), Siemens Building (from April 2004), Gar Center (from May 2004),
Savvis Data Center (from May 2004), and Comversghfielogies Building (from June 200:

For the 2004 fiscal year, we expect the cost aiméing building improvements at the properties um mitial portfolio (excluding the cost
of tenant improvements) will be approximately $&2®, ($0.16 per square foot).

For the years ended December 31, 2002 and 200tharsix months ended June 30, 2004, nonrecurripjat@xpenditures for our
properties, primarily for Univision Tower, were 383, $765,587 and $430,356, respectively. Nomrewucapital expenditures are
discretionary and vary substantially from periogh&iod, based on managementiew as to whether the incurrence of such expeissmerite:
by future income generation. Although we currehiwe no contractual commitments for the remainfi@004, we expect nonrecurring cap
expenditures at our properties will be approxime$d.0 million, due to the increase in size of partfolio. We may spend additional amounts
related to the build-out of unimproved space fdlomation use, depending on tenant-demand; howeweurrently have no commitments to
do so.

Description of Initial Portfolio

Upon completion of this offering and consummatiéthe formation transactions, we will own 22 pradpes located throughout the U.S.
and one property located in London, England, caimgia total of approximately 5.6 million net relolasquare feet. We are presenting
additional data below for each property that cosgsil10% or more of our total consolidated asset$ Bscember 31, 2003 or that had gross
revenues that amounted to 10% or more of our catael gross revenues for the year ended Decembh@083.
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Telecommunications Infrastructure Properties The following seven properties are occupiatharily by tenants that focus on
telecommunications infrastructure services.

200 Paul Avenue, San Francisco, California

The 200 Paul Avenue property consists of 532,28@usgfeet of net rentable space in four buildings@.3-acre site locate
approximately four miles south of downtown San Eisen. Two interconnected buildings totaling 408,3fuare feet are dedicated to
telecommunications network and data center user @¥é&lecommunications carriers plus other hosting Internet companies providers are
located in the 200 Paul Avenue property, includdBfC, Verizon, Qwest, Level 3, MCI, Cingular, AbowveiNTime Warner Telecom, Global
Crossing, XO Communications and WilTel CommuniaatioMost of these tenants and licensees have edeginificant amounts of their ov
capital to improve their spaces for telecommunareatiuse.

This aggregation of service providers in the 200l Rxenue property creates a cost effective opegagnvironment for cross connections
and passing traffic (voice, data and Internet) leetwnetworks without incurring costly local accelsarges. Both longaul, backbone networ
and local/regional metropolitan area networks djgeirathese buildings, all of whom have a poinpoésence in the building-managed
collocation facility.

The facility offers tenants superior electrical andchanical systems infrastructure, including alamhévailable electrical power and
UPS/backup power generation, carrier-quality HVAdpacity and distribution, ample telecommunicatiand electrical riser and conduit
capacity, and numerous telecommunications netwthikisprovide service to, and interconnect withirg buildings. Both buildings comply w
or exceed the city’s seismic criteria in effectta time of the 1999 renovation. The annex buildirgeeds the seismic design criteria in effect
at the time of the 2001 construction, an importdtribute for mission-critical facilities in thisapt of the country.

The main 200 Paul Avenue building was construateghiases starting in 1955 and completed in 196@&.|ditge floor plates, high ceilin
and robust concrete frame structure are ideaklecommunications and data center use. This bgildias substantially re-developed in 1999
by the current owner as a multi-tenant facilitthtouse numerous carrier networks, its own collocatiperations, web hosting and data center
operations. The annex building was completed in200

We will acquire a fee simple interest in this pnape@ipon completion of this offering from San Freoo Wave eXchange, LLC, an
unrelated third party.

As of June 30, 2004, the 200 Paul Avenue propeay approximately 82.9% leased to 16 tenants, pilyriarthe telecommunications

network business. The following table summarizésrmation regarding the primary tenants of the P@@l Avenue property as of June 30,
2004:

Percentage
Percentage :
Annualized
i of Property Rent Per
Property
o L 0 . . Leased
Principal Expﬁzfiin Renewa Total Leasec Annualized  Annualized Squ:zris(i:oo
Nature of Square
Tenant Business Options Square Feel Feet Rent Rent
Qwest Communications Telecommunicatior Aug. 201f 2 x5 yre 89,827 16.¢% $ 3,787,87. 35.7% $ 42.17
XO Communications Telecommunicatior Mar. 201! 2 x5 yre 64,90" 12.2 1,852,633 17.4 28.5¢
RCN Telecom Services of Ca., Inc. Telecommunicatior Aug. 201« 3 x5 yre 57,12: 10.7 1,287,96: 12.1 22.5¢
Williams Communications Telecommunicatior Jun. 200 3x5yre 84,69( 15.¢ 1,102,971 10.4 13.0:2
Total/Weighted Average 296,54! 55.7% $ 8,031,43 75.% $ 27.0¢
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The following table sets forth the lease expiraifor leases in place at the 200 Paul Avenue ptypsrof June 30, 2004 plus available
space, for each of the ten full and partial calewygars beginning April 1, 2004, assuming that teém&xercise no renewal options and all early

termination options. As of June 30, 2004, the wisdtaverage remaining lease term for this buildiag 8.2 years.

Percentage
Annualized
(l)\:uLnggse; of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiri Square Footage ¢ Annualized Annualized Rent Per Leasel
piring
Property Foot at
Year of Lease Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 90,75! 17.1% $ — — % $ — $ —
2004 — — — — — — —
2005 1 10 — 29,504 0.2 2,950.3¢ 3,038.8'
2006 1 10 — 54,70¢ 0.t 5,470.4 5,803.5
2007 — — — — — — —
2008 3 68,98: 13.C 480,26¢ 4.5 6.9€ 7.84
2009 4 132,72( 24.¢ 2,264,36' 21.: 17.0€ 19.6¢
2010 1 10 — 32,78: 2 3,278.1¢ 3,914.3:
2011 — — — — — —
2012 — — — — — — —
2013 — — — — — — —
Thereaftel 6 239,75! 45.C 7,755,97 73.1 32.3¢ 44 57
Total/Weighted Average 16 532,23¢ 100.(% $10,617,60 100.(% $ 24.0¢ $ 31.6(

The following table sets forth the percentage ldaaanualized rent per leased square foot and éinedaet effective rent per leased
square foot for the 200 Paul Avenue property db@indicated date:

Annualized Net
Annualized Rent

Percent Lease: Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 200 82.%% $ 24.0¢ $ 28.0Z

(1) Because neither we nor Gl Partners owned this pryppeior to 2004, we are unable to present infdfamafor years prior to 200«

Other than normally recurring capital expenditures,have no plans with respect to renovation, im@neent or redevelopment of the .
Paul Avenue property.

Upon contribution of this property at the time bistoffering, the 200 Paul Avenue property willdhéject to a $46.9 million mortgage
loan described in “Management’s Discussion and ysislof Financial Condition and Results of Operagie-Liquidity and Capital
Resources—Material Provisions of Consolidated Iteldfess to be Outstanding After this Offering.” iWend for this debt to remain
outstanding upon completion of this offering.

The current real estate tax rate for 200 Paul Agéa$11.07 per $1,000 of assessed value. Theatotalal tax for 200 Paul Avenue at
this rate for the 2003 tax year is $284,823 (atxable assessed value of $25,723,555). There wed@ect assessments imposed on 200 Paul
Avenue by the City and County of San Franciscaler2003 tax year.

Univision Tower, Dallas, Texas

The Univision Tower is a -story, 477,107 square foot telecommunications eafacility and office building located in downtow
Dallas, Texas. Based on data from PriMetrica, we. believe that the Dallas central business distihere this property is located, contains
one of the largest aggregations of telecommuninat@arriers in the Southwest. The building is apdrtant network site, located near both the
SBC local central office and the regional AT&T lodigtance switch facility. Over 35 networks alonighwother
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collocation and web hosting providers, and oves&@ice providers in total, are located in thedinij, including Verizon, AT&T, SBC, XO
Communications, MCI, Telefonica, Qwest, Level 3 dintie Warner Communications. Most of these tenhat& invested significant amounts
of their own capital to improve their spaces fde¢temmunications use.

The aggregation of service providers in this buiidcreates a cost effective operating environmantrfoss connections and passing
traffic (voice, data and Internet) between netwavkiout incurring costly local access charges.hHohg-haul, backbone networks and
local/regional metro area networks operate in thidimg, several of which have a point-of-preseircthe building-managed collocation
facility. In addition, the building contains thegienal headquarters and production studios for Iditn, the largest Spanish language televi
broadcaster in the United States.

The facility offers tenants superior electrical andchanical systems infrastructure, including alamhévailable electrical power and
UPS/backup power generation, telecommunicationtgu#/AC capacity and distribution, ample telecommications and electrical riser and
conduit capacity, and multiple telecommunicatioasaorks that provide service to, and interconnetiw, the building. The building structt
has been enhanced to accommodate heavier floss fratipower availability and distribution for tldettommunications/collocation tenants.
Electric power is provided by two independent gogerated by TXU Energy, ensuring a high degresvaflability to the building. This level
of electrical service is a significant benefit tarr telecommunications tenants, all of which aralygoower consumers.

The Univision Tower property was acquired by GltRars in January 2002. Upon completion of thisrirfig we will be the fee simple
owner of this property.

As of June 30, 2004, the Univision Tower propergsvapproximately 79.7% leased to 48 tenants. Apmpiately 68.1% of the property
leased to telecommunications service providerstanhghivision. The balance of the tenancy repressmisal office users ranging in size from
a few thousand square feet up to a full floor (R0,6quare feet). No single tenant occupies morre Tt26 of the square footage. The follow
table summarizes information regarding the printanants of the Univision Tower property as of J88g2004:

Percentage
Percentage Annualized
P of Property Rent Per
of Property
Principal Exlﬁliar?ifi?)n Renewa Total Leasec Annualized  Annualized Sqt(;?:?:doo
Nature of Square
Tenant Business Options  Square Feet Feet Rent Rent
Qwest Communications Telecommunicatior 23,78 50 $ 717,000 9.C% $ 30.1¢
Apr. 200¢ 2 X5 yre 20,13¢ 4.2 635,59! 8.C 31.5%
Apr. 200¢ None 3,65( 0.8 81,41 1.C 22.3(
LayerOne, Inc. Telecommunicatior Nov. 201¢ 3x5yre 16,557 3.5 648,59t 8.1 39.1%
Univision Television Group Media/ 35,917 7.5 640,32« 8.1 17.8¢
Telecommunicatior Apr. 2017 2 X5 yre 20,25¢ 4.2 357,97t 4.5 17.67
Apr. 2017 None 15,66 &3 282,34¢ 3.€ 18.0:
Savvis Communications IT Services Sep. 200(1) None 29,98¢ 6.3 564,73 7.1 18.8¢
Global Crossing Telecommunicatior 33,467 7.0 539,46¢ 6.8 16.12
Feb. 200 1x5yre 13,85¢ 2.9 189,70 2.4 13.6¢
Feb. 200 None 19,61 4.1 349,76 4.4 17.8:
Total/Weighted Average 139,71( 29.%  $3,110,13 39.1% $ 22.2¢

(1) We negotiated an early termination of thiske for October 2004. In connection with the eagnination, Savvis executed a new lease for 1r@@8entable square feet of collocation
space at Univision Tower for a 10-year term comriven©ctober 2004 at an annualized rent of $384f{60€he first four years and then increases to $20Bin years five through
seven and $423,360 in years eight through
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The following table sets forth the lease expiraifor leases in place at the Univision Tower propas of June 30, 2004 plus available
space, for each of the ten full and partial calewygars beginning April 1, 2004, assuming that teém&xercise no renewal options and all early
termination options. As of June 30, 2004, the wisdtaverage remaining lease term for this buildiag 5.7 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiri Square Footage ¢ Annualized Annualized Rent Per Lease!
piring
Property Foot at

Year of Lease Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 96,80: 20.2% $ — — % $ = $ =
2004 1 167 0.1 51,79: 0.€ 310.1: 310.1:
2005 2 4,12¢ 0.8 86,26¢ 1.1 20.91 20.91
2006 8 17,62¢ 3.7 383,04: 4.8 21.7¢ 21.7¢
2007 15 110,21° 23.1 1,788,79 22 16.2% 17.4¢
2008 13 64,35¢ 13t 1,628,841 20.t 25.3] 26.5¢
2009™ 9 59,87: 12.€ 1,406,36: 17.7 23.4¢ 3457
2010 3 4,042 0.8 163,72¢ 2.1 40.51 40.51
2011 4 4,971 10 138,42: 1.7 27.8¢ 50.5¢
2012 1 19,78( 4.1 364,99( 4.€ 18.4¢ 18.4¢
2013 2 30,11« 6.3 366,23 4.€ 12.1¢ 16.71
Thereaftel 9 65,02¢ 13.€ 1,571,32i 19.€ 24.1¢ 26.7¢
Total/Weighted Average 67 477,100 100.(% $ 7,949,79 100.(% $ 20.9( $ 24.3:

(1) Includes the 29,984 square feet of net rentableesfemsed to Savvis Communications in the Unividiower that we agreed to terminate as of Octob8#z

The following table sets forth the percentage ldaaanualized rent per leased square foot and #inedaet effective rent per leased
square foot for the Univision Tower property ashef indicated dates:

Annualized Nef
Annualized Rent

Percent Lease: Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 200 79.7% $ 20.9C $ 19.9¢
December 31, 20C 84.1 20.41 20.4%
December 31, 2008 82.2 19.8¢ 21.0¢

(1) Because neither we nor Gl Partners owned this prypeior to 2002, we are unable to present infdfamafor years prior to 200:

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Univision Tower property.

We have entered into a commitment letter with respeUnivision Tower for a $60.0 million mortgalpan, as described in
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anapifal Resources—Material
Provisions of Consolidated Indebtedness to be @udétg After this Offering.”

The current real estate tax rate for the UniviSiower property is $29.76 per $1,000 of assessagevadhe total annual tax for the
Univision Tower property at this rate for the 2068 year is $1,637,023 (at a taxable assessed vblkE5,012,340). There were no direct
assessments imposed on the Univision Tower propgrtiie City of Dallas for the 2003 tax year.

Carrier Center, Los Angeles, California

The Carrier Center property is a se-story, 449,254 square foot telecommunications netwarrier and data center facility locatec

downtown Los Angeles, California. Based on datanfRxiMetrica, Inc., we
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believe that the central business district of Logydles, where the Carrier Center building is lodatentains one of the largest aggregations of
telecommunications carriers on the West Coast. @uararriers, collocation and web hosting provideeslocated in the building, including
AT&T, SBC, XO Communications, Deutsche Telecom, Gwkevel 3 Communications, and Equinix and itdamation customers. Most of
these tenants have invested significant amourttsedf own capital to improve their spaces for telamunications use.

This aggregation of service providers in this bindfdcreates a cost effective operating environnf@ntross connections and passing
traffic (voice, data and Internet) between netwavkbout incurring costly local access chargesBonhg haul, backbone networks and
local/regional metropolitan area networks openatéaé building, several of which have a point-oégence in the building-managed collocation
facility.

The facility offers tenants superior electrical andchanical systems infrastructure, including alamhévailable electrical power and
UPS/backup power generation, telecommunicationtgu#/AC capacity and distribution, ample telecommications and electrical riser and
conduit capacity, and multiple telecommunicatioasaorks that provide service to, and interconnetiw, the building. The building has hi
seismic integrity, an important attribute for méssicritical facilities in California. Electrical peer is provided by the Los Angeles Department
of Water and Power, or DWP, a significant benefitdur tenants, all of which are heavy power corensmDWP electricity rates have
historically been lower than the regional utilitydhits track record for power availability is sujper DWP did not suffer the “brown-outsf the
recent past and potential tenants at the propertgider DWP to be a significant factor in theiestlection process.

The Carrier Center building was originally comptete 1922, with periodic refurbishments thereafterlarge floor plates and robust
concrete frame engineering made the structure fdealdaptation to data center usage. The Careete® was substantially re-developed in
1999 by 360 Networks as a multi-tenant facilithtouse its own operations along with numerous atkeéwrork collocation, web hosting and
data center operations.

Gl Partners acquired the property in May 2004. étrfers has granted us an option to acquire toisgoty, which we intend to exercise
simultaneously with, or shortly after, completiditlus offering. Upon exercise of this option, wélwe fee simple owner of this property.

As of June 30, 2004, the Carrier Center property agproximately 80.5% leased to 18 tenants, priynarithe telecommunications
network and collocation businesses. The followglge¢ summarizes information regarding the primanants of the Carrier Center property as
of June 30, 2004:

Percentage
Total Percentage Annualized
Leasec of Property Rent Per
Lease R s of Property A lized A lized Leased
o Expiration enewa quare nnualize nnualize Square Foo
Principal Nature of Square
Tenant Business Options Feet Feet Rent Rent
Equinix, Inc. Data center Oct. 2015 2x5yrs  129,25: 28.€% $2,257,14: 30.2% $ 17.4¢
Qwest Communications Telecommunication 68,28( 15.2 1,590,481 21.2 23.2¢
Jan.202( 2x5yrs  68,00( 15.1 1,429,85! 19.1 21.0¢
Jul. 200 2x5yre 28cW 0.1 160,63 2.1 573.6¢
360 Networks (USA), Inc. Web hosting and collocati  Oct. 2007 4 x5yrs 68,12( 15.1 1,249,60: 16.7 18.3¢
Total/Weighted Average 265,65+ 59.1% $ 5,097,23I 68.1% $ 19.1¢
I I L] I

(1) Indicates telecommunications collocation spi
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The following table sets forth the lease expiraifor leases in place at the Carrier Center prg@esriof June 30, 2004 plus available
space, for each of the ten full and partial calewygars beginning April 1, 2004, assuming that teém&xercise no renewal options and all early
termination options. As of June 30, 2004, the wisdlaverage remaining lease term for this buildiag 10.4 years.

Annualized
é\:lf_rggse; Percentage ¢ Rent Per
Percentage ¢ Annualized Rent Leased Squar
Expiring Square Footage ¢ Annualized Property
Year of Lease Property Annualized Per Leased Foot at
Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 87,76( 19.5% $ — — % $ — $ —
2004 1 40 0.C 18,00( 0.2 450.0( 450.0(
2005 3 858 0.1 187,71( 25 531.7¢ 672.6¢
2006 2 12C 0.C 62,28t 0.8 519.0¢ 737.5¢
2007 2 68,12( 15.2 1,249,60: 16.7 18.3¢ 20.5¢
2008 1 80 0.C 49,44( 0.7 618.0( 1,081.8(
2009 1 40 — 24,00( 0.3 600.0( 701.9:
2010 3 40C 0.1 228,13t 3.C 570.3¢ 809.4:
2011 1 4,75( 11 52,05¢ 0.7 10.9¢ 13.8%
2012 — — — — — — —
2013 1 6,552 15 71,807 10 10.9¢ 16.4¢
Thereaftel 9 281,03 62.5 5,541,54. 74.1 19.72 29.6¢
Total/Weighted Average 24 449,25 100.(% $ 7,484,58 100.(% $ 20.7(¢ $ 29.5¢
I I L] I

The following table sets forth the percentage ldaaanualized rent per leased square foot and #imedaet effective rent per leased
square foot for the Carrier Center property adefihdicated date:

Annualized Nef
Annualized Rent

Percent Lease: Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 2004 80.5% $ 20.7¢ $ 24.5:

(1) Because neither we nor Gl Partners owned this pryppeior to 2004, we are unable to present infdiamafor years prior to 200«

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
Carrier Center property.

Upon exercise of our option and pursuant to a camanit letter, the Carrier Center property will lbject to a $26.2 million mortgage
loan described in “Management’s Discussion and ysislof Financial Condition and Results of Opernagie-Liquidity and Capital
Resources—Material Provisions of Consolidated Itefgfiess to be Outstanding After this Offering.”

The current real estate tax rate for the Carrient@eproperty is $19.62 per $1,000 of assessecvahe total annual tax for the Carrier
Center property at this rate for the 2003 tax ye&$529,699 (at a taxable assessed value of $2D000 There were no direct assessments
imposed on the Carrier Center property by the Gftyos Angeles for the 2003 tax year.

Camperdown House, London, United Kingdom

The Camperdown House is a six-story building loddtethe insurance district in the City of Londd&efitral London), containing a total
of 63,233 square feet of net rentable space. litiaddo its history as the center of the finandralustry in the United Kingdom and Europe,
area where this building is located is a major aggtion point for telecommunications networks. Bh#éding is an important network
collocation and switching facility for Level 3 Conumications, where it interconnects its trans-Aflaand European networks and distributes
traffic to other carriers. Approximately 46,233 aggifeet is improved telecommunications/data
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center space featuring enhanced and redundantied¢ctapacity and backup power generation, speeidlHVAC systems, customized fire
suppression equipment and raised data centerrilpdoi accommodate cabling and air flow distributibhe remaining 17,000 square feet is
utilized as office space for network engineers adichinistrative staff. The property was originalgnstructed in 1983 as an office building and
was substantially redeveloped by Level 3 in the 18190’s. Gl Partners acquired the Camperdown Hprggeerty in July 2002. Upon
completion of this offering, we will be the fee gila owner of this property.

As of June 30, 2004, the Camperdown House was 1688¢d to Leslie & Godwin, a United Kingdom subesigiof the AON
Corporation, at an annualized rent of $4,023,97368.64 per leased square foot. The lease expif@ecember 2009 and has one five-year
renewal option. Leslie & Godwin is no longer in apation but still has an obligation to pay renttfoe term of the lease. Leslie & Godwin has
subleased its entire space to Level 3 Communicaitioevel 3 is obligated, subject to a payment whivehcan waive, to take a further lease of
this property for a term expiring in 2015, subjecbne five-year extension option. The annualizad under this new lease will be $5,165,910,
or $81.70 per leased square foot at commencem@&edamber 2009 subject to annual increases of 3fnamcing in December 2010.
Annualized rents for the Camperdown House wereutatied using the exchange rate in effect on Jun@@m4 of $1.8126 per £1.00.

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Camperdown House property.

The Camperdown House is subject to a £14.4 millmmmtgage loan described in “Management’s DiscusaiahAnalysis of Financial
Condition and Results of Operations—Liquidity angp@fal Resources—Material Provisions of Consoliddtelebtedness to be Outstanding
After this Offering.” We intend for this debt tomain outstanding upon completion of this offering.

The Camperdown House is currently owned by Asbamk Ploldings Limited (U.K.), a Jersey company. Ansfer of Camperdown
House by Asbury Park Holdings Limited could resunithe imposition of a substantial tax in the Uditéingdom. In order to avoid this tax, our
operating partnership will indirectly acquire 10@¥¢he interests in Asbury Park Holdings Limitedlire formation transactions, and the
Camperdown House property will continue to be owbgdsbury Park Holdings Limited. Asbury Park Haidgs Limited is presently classifi
as a corporation for United States federal incaamepurposes, and the requirements for qualificada REIT limit our ability to own stock of
a corporation, subject to certain exceptions. Quud £xception relates to stock of a taxable REBs#&lary. As a result, we and Asbury Park
Holdings Limited plan to make an election for Asp&ark Holdings Limited to be treated as a tax&HT subsidiary.

1100 Space Park Drive, Santa Clara, Californiai®ih Valley metropolitan area)

The 1100 Space Park Drive property consist167,951 square feet of net rentable space in are-story building on a 3.:-acre site
strategically located near many of Santa Clard&ctemmunications network gateways, including SB@G&n central office, WilTel
Communications, Qwest and Equinix. Built in 2001 £100 Space Park Drive structure consists oieglace concrete frame with concr
exterior walls. The building was specifically buiit house telecommunications networks and dateceperations and is therefore designed
with many pre-installed features to allow tenantguickly and economically install their improvenen/Ne estimate that one tenant, Tyco
Networks, invested over $20 million in improvemetutsts premises

The Santa Clara location is attractive becausgeiit the heart of the Silicon Valley technology @elécommunications markets and
because users benefit by using Silicon Valley Pdaeelectrical service. Similar to DWP in Los Artgg, Silicon Valley Power is generally
less expensive and more reliable than the regiailay. Silicon Valley Power is the local, muni@putility for the City of Santa Clara and has
two separate substations and a major power geoenaltint situated within one-quarter mile of 11@&a& Park Drive.
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There are nine telecommunications carriers locetd¢lde 1100 Space Park Drive property, includingcSBerizon, Qwest, Tyco, and
AT&T and another seven carriers have extensive fileéworks within two blocks of the property.

The aggregation of service providers at 1100 Spack Drive creates a cost effective operating emvirent for cross connections and
passing traffic (voice, data and Internet) betweetworks without incurring costly local access ges: Both londraul, backbone networks &
local/regional metropolitan area networks openatéané 1100 Space Park Drive property, all of whaweha point-of-presence in the building

managed collocation facility.

The facility offers tenants superior electrical andchanical systems infrastructure, including almbdvailable electrical power and
UPS/backup power generation, carrier-quality HVAdpacity and distribution, ample telecommunicatiand electrical riser and conduit
capacity, and numerous telecommunications netwibikisprovide service to, and interconnect withirg building. The building exceeds the
seismic design criteria in effect at the time & #001 construction, an important attribute forsias-critical facilities in California.

We will acquire this property upon completion oistbffering from Santa Clara Wave eXchange, LLCuarelated third party.

As of June 30, 2004, the 1100 Space Park Drivegstppvas 46.6% leased to three telecommunicatiemarts and holds license
agreements with another six carriers to occupyespathe building’s collocation space.

The following table sets forth the lease expiratifor leases in place at the 1100 Space Park Drivgerty as of June 30, 2004 plus
available space, for each of the ten full and phcalendar years beginning April 1, 2004, assurtiiag tenants exercise no renewal options
all early termination options. As of June 30, 20%, weighted average remaining lease term forhilsling was 11.6 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiring Square Footage ¢ Annualized Annualized Rent Per Leaser
Year of Lease Property Foot at
Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 89,74 53.4% $ — — % $ — $ —
2004 — — — — — — —
2005 — — — — — — —
2006 2 20 0.C 13,65( 0.4 682.5( 682.5(
2007 — — — — — — —
2008 1 10 0.C 11,12« 0.2 1,112.4( 1,215.5!
2009 — — — — — — —
2010 — — — — — — —
2011 2 14,04t 8.4 623,09¢ 17.¢ 44.3¢ 58.27
2012 — — — — — — —
2013 — — — — — — —
Thereaftel 2 64,13¢ 38.2 2,833,16! 81.4 44.1¢ 60.97
Total/Weighted Average 7 167,95: 100.(% $ 3,481,04 100.(% $ 4451 $ 60.7¢

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the

1100 Space Park Drive property.

Upon completion of this offering, the 1100 SpacekRarive property will not be subject to any dedbwever, our ability to incur debt
secured by the 1100 Space Park Drive propertybgilimited by the terms of our unsecured creditifgcas described in “Management’s
Discussion and Analysis of Financial Condition &webults of Operations—Liquidity and Capital Resesre-Material Provisions of
Consolidated Indebtedness to be Outstanding AfierQffering.”
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36 Northeast Second Street, Miami, Florida

The 36 Northeast Second Street property, a 16&4d8re foot telecommunications network facilitydted in the Miami central busine
district is one of the most significant telecomnuations properties in the region. This central bess district location is the main aggregation
point of various telecommunications carriers in tBdtiorida and is the gateway to Central and Sdutierican networks. The seven-story,
poured in place concrete building was originallpstoucted in 1927 as the central office for thedpoessor to BellSouth and was completely
re-developed in 1999 to meet the high engineettaigdards required for telecommunications and datéec operations. The building shell is
engineered to withstand severe weather conditiomgging a secure environment for critical telecoamications network operations. The
facility offers tenants superior electrical and imegical systems infrastructure including abundaatlable electrical power and full
uninterruptible power supply, or UPS/backup powemeyation, telecommunications quality HVAC capaeityl distribution, ample
telecommunications and electrical riser and concayiiacity, and multiple telecommunications netwdhkg provide service to, and
interconnect within, the building. In the aggregateluding tenants, customers of tenants, andcEs\providers, over 60 carriers and ISPs are
located in the building including over 25 carrietworks such as AT&T, Verizon, Qwest, BellSouthlefenica, Savvis and Level 3. Most of
our tenants invest significant amounts of their mapital to improve their spaces for telecommuiicest use.

This aggregation of carriers in our building createcost effective operating environment for cxsmections and passing traffic (voice,
data and Internet) between networks without inagrdostly local access charges. This propertyréesiically located for many service
providers who either lease space directly frombthiéding or are customers of our tenants. Gl Pastaequired this facility in January 2002.
Upon completion of this offering, we will be theefsimple owner of the 36 Northeast Second Strextepty.

The 36 Northeast Second Street property is appieiyn 81.1% leased to seven tenants, the majdritshach are telecommunications
infrastructure network providers. The following kalsummarizes information regarding the primaryatea of the 36 Northeast Second Street
property as of June 30, 2004:

Percentage
Total
Leasec of Property Annualized
Lease Percentage c ) ) Rent Per
o Expiration Renewa Square Annualized Annualized Leased Squar
Principal Property
Tenant Nature Of Busines: Options Feet Square Feet Rent Rent Foot
Qwest Communications Telecommunicatior Jan. 201 2x5yr¢ 78,54( 48.4% $1,586,15: 53.1% $ 20.2(
Savvis Communications IT Services Aug. 200¢ 2 x5 yre 23,80¢ 14.7 589,83« 19.€ 24.7¢
LayerOne Miami, Inc. Telecommunicatior 17,35¢ 10.7 421,68} 14.1 24.2¢
Sep.201 3 x5yre 5,35¢ 3.3 176,29° 5.9 32.9(
Nov. 201: 3x5yre  12,00( 74 245,38t 8.2 20.4¢
Total/Weighted Average 119,70 73.8% $ 2,597,67. 87.% $ 21.7(
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The following table schedules the lease expiratfongeases in place at the 36 Northeast SecortSbroperty as of June 30, 2004 plus
available space for each of the ten full and placdéendar years beginning April 1, 2004, assuntiveg tenants exercise no renewal options and
all early termination options. As of June 30, 20, weighted average remaining lease term fortthilsling was 8.6 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiring Square Footage ¢ Annualized Annualized Rent Per Lease!

Year of Lease Property Foot at
Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 30,71+ 18.9% $ — — % $ — $ —
2004 — — — — — — —
2005 — — — — — — —
2006 — — — — — — —
2007 — — — — — — —
2008 — — — — — — —
2009 2 24,85¢ 15.4 619,30! 20.€ 24.91 29.0¢
2010 — — — — — — —
2011 1 5,35¢ 8.3 176,29° 5.9 32.9( 41.6]
2012 1 5,22¢ 3.2 215,90¢ 7.2 41.3] 52.3¢
2013 1 12,00( 7.4 245,38t 8.2 20.4¢ 39.0%
Thereaftel 3 83,98: 51.€ 1,729,74. 57.¢ 20.6( 27.71
Total/Weighted Average 8 162,14( 100.% $ 2,986,64 100.(% $ 22.7. $ 30.5¢

The following table sets forth the percentage ldaaanualized rent per leased square foot and éinedaet effective rent per leased
square foot for the 36 Northeast Second Streeteptpjas of the indicated dates:

Annualized Net
Annualized Rent

Percent Lease: Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 200 81.1% $ 22.7z $ 25.6¢
December 31, 20C 95.7 21.6:2 24.8¢
December 31, 2002 95.7 22.4¢ 25.6:

(1) Because neither we nor Gl Partners owned this prypeior to 2002, we are unable to present infdfamafor years prior to 200:

Other than normally recurring capital expenditures,have no plans with respect to significant rediown, improvement or
redevelopment of the 36 Northeast Second Strepepyn

Upon completion of this offering, the 36 Northe&stond Street property will be one of the propeitiat secures the $155.0 million
mortgage loan described in “Management’s DiscusaihAnalysis of Financial Condition and Result©perations—Liquidity and Capital
Resources—Material Provisions of Consolidated Iteldtess to be Outstanding After this Offering.”

The current real estate tax rate for the 36 Nogh8acond Street property is $29.46 per $1,008se#ssed value. The total annual tax for
the 36 Northeast Second Street property at thisfeaitthe 2003 tax year is $291,779 (at a taxabdessed value of $9,903,002). There were no
direct assessments imposed on the 36 Northeash&&treet property by the City of Miami for the 30@x year.

VarTec Building, Carrollton, Texas (Dallas metropah area)

The VarTec Building is a 135,250 square foot sirgtey office property developed in 1999. Weeltated in suburban Dallas, the builc
has an attractive brick and glass facade and fesfive distinct “pods,” each with its own commaeaand restrooms, that can be readily
divided. This property was acquired by Gl Partrierdanuary 2003. Upon completion of this offering will be the fee simple owner of this

property.
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The property is 100% leased to VarTec Telecom,timough January 2014 at an annualized rent of521580, or $10.00 per leased
square foot. There is one five-year renewal opfidre company provides voice and data servicessmbss and residential customers. The
facility houses the network operations center thahages VarTec’s nationwide network, their corpgodata center operations including
customer billing, and administrative offices.

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
VarTec Building.

The VarTec Building is one of three properties getures a $43.0 million securitized first mortgagd a $22.0 million securitized
mezzanine mortgage described in “Management’s B&on and Analysis of Financial Conditions and Rexaf Operations—Liquidity and
Capital Resources—Material Provisions of Consoiddhdebtedness to be Outstanding After this QftetiWe intend for this debt to remain
outstanding after the completion of this offering.

Information Technology Infrastructure Properties. The following seven properties are occupiedharily by tenants that focus on
information technology infrastructure services.

Hudson Corporate Center, Weehawken, New Jersey foevCity metropolitan area)

The Hudson Corporate Center is a three-story, SDlsquare foot data center and back office fadiitated directly across the Hudson
River from midtown Manhattan in Weehawken, New erd his location is attractive to a wide variefyusers as it is easily accessed via light
rail and Hudson River ferries, and is adjacenhtltincoln Tunnel. The New York City metropolitasthtion is the source of a large numbe
financial industry and other enterprise customerofir tenants, in addition to telecommunicatiookocation opportunities. The property was
re-developed in 1989 as a back office bank operati@nter and was substantially improved to datéecand telecommunications use in the
late 1990’s. A large investment was made to imptbeeproperty by Exodus Communications, the preskareto Savvis, and by Level 3
Communications, to satisfy their data center reants. We estimate that existing tenants havesiadever $100 million in this building a
improvements. Improvements to the property incliethindant power, extensive HVAC systems, backup/g#t@&rator power and specialized
fire suppression systems. In addition, large flexftoor plates, high floor load capacity and amifder-to-ceiling slab heights make the facil
attractive to tenants such as Savvis and Levelr@anications. A number of carrier networks seneegloperty providing attractive
collocation opportunities. Carriers include Veriz&fT&T, MCI, Level 3, and ConEd Communications, atnopolitan area fiber network.

The property was acquired by Gl Partners in Nover@ab02. Upon completion of this offering, we wik lthe fee simple owner of the
Hudson Corporate Center property.

As of June 30, 2004, the Hudson Corporate Centgrauty was 88.7% leased to three tenants in teedeimunications and IT services
businesses, including Savvis’ web hosting and methagrvices operations and Level 3 Communicatiwhi&h operates a telecommunications
and collocation “gateway” at the facility. The fmiing table summarizes information regarding thiempry tenants of the Hudson Corporate
Center property as of June 30, 2004:

Percentage
A lized
Total Percentage of Property Sgﬁ?llgzeer
L Lease Leased . . Leased
Principal Expiration Renewa Square Fee of Property Annualized  Annualized Square Foo
Nature of Square
Tenant Business Options Feet Rent Rent
A L IT services sep.201® 2% 7yr: 234,57( 75.% $5,395,11 86.9% $  23.0(
Level 3 Communications Telecommunicatior Oct. 201: 1x5yr 38,017 12.2 754,57¢ 12.2 19.8¢
Total/Weighted Average 272,58 87.4% $ 6,149,68! 99.1% $ 22.5¢
I I L] I

(1) Subsequent to March 31, 2004, Savvis agreed tm@xte term of its lease for an additional two gearmich will run after any extension optiol
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The following table sets forth the lease expiraifor leases in place at the Hudson Corporate €prndperty as of June 30, 2004 plus
available space, for each of the ten full and phc@alendar years beginning April 1, 2004, assurtiiag tenants exercise no renewal options
all early termination options. As of June 30, 200, weighted average remaining lease term fortthilsling was 7.4 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiri Square Footage ¢ Annualized Annualized Rent Per Lease!
piring
Property Foot at
Year of Lease Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 35,25¢ 11.2% $ — — % $ — $ —
2004 1 4,10¢ 1.3 57,90: 0.c 14.0¢ 14.0¢
2005 — — — — — — —
2006 — — — — — — —
2007 — — — — — — —
2008 — — — — — — —
2009 — — — — — — —
2010 — — — — — — —
2011 1 234,57( 75.2 5,395,11 86.¢ 23.0C 26.0(
2012 — — — — — — —
2013 1 38,011 12.2 754,57¢ 12.2 19.8¢ 21.8¢
Thereaftel — — — — — — —
Total/Weighted Average 3 311,95( 100.% $ 6,207,591 100.(% $ 22.4; $ 25.2!

The following table sets forth the percentage ldaaanualized rent per leased square foot and éinedaet effective rent per leased
square foot for the Hudson Corporate Center prg@eriof the indicated dates:

Annualized Net
Annualized Rent

Percent Lease Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 200 88.7% $ 22.4% $ 24.4¢
December 31, 20C 88.7 22.4% 24.5¢
December 31, 2002 100.¢ 21.4¢ 23.6:

(1) Because neither we nor Gl Partners owned this prypeior to 2002, we are unable to present infdfamafor years prior to 200:

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Hudson Corporate Center property.

Sawvis has a right of first offer with respecthe sale of the underlying premises. This right wit be triggered by this offering or the
formation transactions or by a subsequent saleshyf the subsidiary that owns this property.

Upon completion of this offering, the Hudson CoigterCenter property will be one of the propertieg secures the $155.0 million
mortgage loan described in “Management’s DiscusaiahAnalysis of Financial Condition and ResultOplerations—Liquidity and Capital
Resources—Material Provisions of Consolidated Iteldtess to be Outstanding After this Offering.”

The current real estate tax rate for the Hudsomp@ate Center property is $30.58 per $1,000 ofszeskvalue. The total annual tax for
the Hudson Corporate Center property at this @téhe 2003 tax year is $1,541,232 (at a taxatdessed value of $50,400,000). There we|
direct assessments imposed on the Hudson Corpoeaiter property by the City of Weehawken and HudSounty for the 2003 tax year.

Sawvis Data Center, Santa Clara, California (Siticdalley metropolitan area)

The Sawvis Data Center is a two building, 300,0f\iase foot data center facility located in Santar&| California. Built in 2000, th
2045 Lafayette and the 2055 Lafayette buildingseaeh 150,000 square foot, two-story steel frametstres with precast concrete exterior
walls, featuring 135,000 square feet of raisedrfloo
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space in each building. The property was built gpadly for Exodus, the predecessor to Savvisa asate-of-the-art data center. We estimate
that Exodus invested approximately $150 milliortha electrical systems, including high capacitduredant service and UPS/generator
systems, enhanced HVAC and fire suppression syst@chsobust security systems. The Santa Claraidoce attractive because it is in the
heart of the Silicon Valley technology and telecommications markets and because users benefit hg @licon Valley Power for electrical
service. Similar to DWP in Los Angeles, Silicon Mgl Power is generally less expensive and moralikithan the regional utility. It is the
local, municipal utility for Santa Clara, with almfation on site providing high quality power deliy that is important for data center users.

Gl Partners purchased the property from the deeelopMay 2004. Upon completion of this offeringe will be the fee simple owner of
the Savvis Data Center property.

As of June 30, 2004, the Savvis Data Center prppeas 100.0% leased to Savvis Communications. Sas\d leading company in the
web hosting, network, and application servicesse&avvis subleases a portion of the facility tiefdsoft Corporation, which uses the
property as its primary Bay Area data center f@tamer-facing infrastructure. Microsoft has thdigbio expand further in the facility.

The following table summarizes information regagd®avvis Communications and its lease as of Jurk9G9:

Percentage Annualized
Total Percentage Annualized Rent Per
Leasec of Property Rent Per Leased
L Lease of Property . . Leased Square Foot
Principal Expiration Renewa  Square Annualized  Annualized Square Foo  at Expiration
Nature of Square
Tenant Business Options Feet Feet Rent Rent
Savvis Communications IT Service: Sep.201 3 x5yr¢  300,00( 100.(% $ 5,580,001 100.% $ 18.6( $ 25.2(

The following table sets forth the percentage ldaaanualized rent per leased square foot and finedanet effective rent per leased
square foot for the Savvis Data Center propertyfdlse indicated date:

Annualized Nef
Annualized Rent

Percent Lease Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 2004 100.(% $ 18.6( $ 22,0

(1) Because neither we nor Gl Partners owned this prppeior to 2004, we are unable to present infdfamafor years prior to 200«

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
Savvis Data Center property.

Upon completion of this offering, the Savvis Datan@r will not be subject to any debt. However, akility to incur debt secured by the
Savvis Data Center will be limited by the termsaf unsecured credit facility, as described in “lig@ment’s Discussion and Analysis of
Financial Condition and Results of Operations—Litityi and Capital Resources—Material Provisions ohéblidated Indebtedness to be
Outstanding After this Offering.”

The current real estate tax rate for the Savvis [Qanter property is $10.93 per $1,000 of assessed. The total annual tax for the
Savvis Data Center property at this rate for th@32@x year is $398,768 (at a taxable assessed va26,474,299). There were no direct
assessments imposed on the Savvis Data Centerfyrtgahe City of Santa Clara for the 2003 taxryea

AboveNet Data Center, San Jose, California (Siligatiey metropolitan area)

The AboveNet Data Center building is a 179,489 egjéeot facility, centrally located in downtown Saose, California. The buildir

contains a major web hosting and telecommunicatiofiecation facility for
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AboveNet Communications, including over 65,000 sgqueaet of data center and collocation facilitiese remainder of their space consists of
extensively improved conference and training fiesi and a network operations center. AboveNetigesvits customers with web hosting,
managed services and telecommunications netwovicssr The central business district location ie ofithe densest aggregations of carriers
on the West Coast making the property a desiratdda collocation and hosting businesses. Carserving the facility include SBC, MCI,
AT&T, and MEN, which is AboveNet’s network.

This property was re-developed in 1998 for AbovedNeéata center occupancy. The facility was improtegrovide superior electrical
and mechanical systems infrastructure, includingndlant available electrical power and specializ&blbackup power generation,
telecommunications quality HVAC capacity and disition, ample telecommunications and electricarread conduit capacity, and multiple
telecommunications networks that provide servi¢atal interconnect within, the building. Data cemeality enhanced fire/life/safety systems
and security systems were installed. The buildingcsure has been enhanced to robust seismic ggwhs and to accommodate heavier floor
loads and power availability and distribution fop@dveNet and its customers. We estimate that AbowvaNested over $30 million in the
improvements.

Gl Partners currently has the property under cohfaa purchase. Closing is expected in SeptemBéd2Upon completion of this
offering, we will be the fee simple owner of thedMeNet Data Center property.

As of June 30, 2004, the AboveNet Data Center ptppeas approximately 97.1% leased to nine tenaiisveNet, the primary tenant
this property, leases approximately 128,184 sqfestat an annualized rent of $3,435,187, or $2pe8%quare foot. AboveNet's lease expires
in November 2019 and is subject to two ten-yeaewei options.

The following table sets forth the lease expiratifor leases in place at the AboveNet Data Cemtgyguty as of June 30, 2004 plus
available space, for each of the ten full and phcalendar years beginning April 1, 2004, assurttiag tenants exercise no renewal options
all early termination options. As of June 30, 20#, weighted average remaining lease term forhilsling was 13.7 years.

Annualized
(L\:uLnew:seé Percentage ¢ Rent Per
Percentage ¢ Annualized Leased Squar
Expiring Square Footage ¢ Annualized Property Rent Per Leasel
Year of Lease Property Annualized Foot at
Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 5,26t 2.% $ — — % $ — $ —
2004 — — — — — — —
2005 1 9,65( 5.4 223,76t 5.8 23.1¢ 23.1¢
2006 — — — — — — —
2007 1 904 0.t 20,88( 0.t 23.1(C 23.1(
2008 — — — — — — —
2009 — — — — — — —
2010 1 4,14t 2.3 40,027 0.c 9.6€ 9.6€
2011 2 3,09/ 1.7 76,26( 1.8 24.6¢ 40.5¢
2012 1 3,18¢ 1.8 82,78¢ 1¢ 26.0C 28.0C
2013 — — — — — — —
Thereaftel 3 153,24° 85.4 3,816,26! 89.€ 24.9( 44 .5¢
Total/Weighted Average 9 179,48¢ 100.% $ 4,259,98 100.(% $ 24.4t $ 42.0¢

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
AboveNet Data Center property.

Upon completion of this offering, the AboveNet D&enter will not be subject to any debt. Howevaer, ability to incur debt secured by
the AboveNet Data Center will be limited by thentsrof our unsecured credit facility, as describetManagement’s Discussion and Analysis
of Financial Condition and Results of Operationsgtlidlity and Capital Resources—Material Provisioh€onsolidated Indebtedness to be
Outstanding After this Offering.”
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Webb at LBJ, Dallas, Texas

The Webb at LBJ building is a 365,449 square fowaile story web hosting, telecommunications anitefproperty. The property is ve
well located with immediate access and high vigibfrom the LBJ Freeway at Webb Chapel Road. lditah, the site is located near several
major telecommunications networks, including SBGIMAT&T, and T-Mobile. The property was originaltieveloped as a retail center and
was substantially re-developed for telecommunicetiand data center users in 1998-99. The majontenahis building is SBC
Communications. The T-Mobile wireless division agéldsche Telecom, formerly Voicestream also leagpsoaimately 30,000 square feet in
the building. Both of these companies have madensite improvements to their spaces with robustetal service and UPS/generator back-
up, extensive HVAC systems, and specialized figpsession and security systems. This site is one@hational SBC web-hosting and
managed services facilities for corporate custoraadstelecommunications collocation, with the otihdrvine, California. The T-Mobile
facility is one of the primary wireless service sifacilities in North Texas. In addition, appnartely 83,000 square feet of the property is
leased to retail tenants.

As of June 30, 2004, the Webb at LBJ property vigs@&imately 78.9% leased. SBC Communications kadd,663 square feet of the
property pursuant to a lease that expires in Nowerib10 and is subject to two five-year renewaiamst Annualized rent under SBC
Communications’ lease is $2,773,762, or $19.58gmsed square foot.

The following table sets forth the lease expiratiéor leases in place at the Webb at LBJ propertyfalune 30, 2004 plus available sp
for each of the ten full and partial calendar ydsaginning April 1, 2004, assuming that tenantg@se no renewal options and all early
termination options. As of June 30, 2004, the wisdlaverage remaining lease term for this buildvag 5.8 years.

Percentage

Annualized
(L\:lf_rggse; of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiring Square Footage ¢ Annualized Annualized Rent Per Leaser
Year of Lease Property Foot at
Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 76,937 21.1% $ — — % $ — $ —
2004 — — — — — — —
2005 — — — — — — —
2006 — — — — — —
2007 1 3,00( 0.8 48,00( 1.1 16.0C 16.0C
2008 — — — — — — —
2009 1 80,00( 21.¢ 380,00( 9.1 4.7¢ 4.7¢
2010 2 175,62¢ 48.C 3,154,18 75.5 17.9¢ 18.4:
2011 1 29,88: 8.2 529,22¢ 12.7 17.71 17.71
2012 — — — — — — —
2013 — — — — — — —
Thereaftel 1 — — 65,55( 1.€ — —
Total/Weighted Average 6 365,44¢ 100.(% $ 4,176,95' 100.(% $ 14.4¢ $ 14.8.
I I I L] I

Other than normally recurring capital expenditures,have no plans with respect to renovation, im@neent or redevelopment of the
Webb at LBJ property.

Upon completion of this offering, the Webb at LBdgerty will be one of the properties that sectines$155.0 million mortgage loan
described in “Management’s Discussion and Analg§iginancial Condition and Results of Operationstlidity and Capital Resources—
Material Provisions of Consolidated Indebtednedsat®utstanding After this Offering.”

NTT/Verio Premier Data Center, San Jose, Califorf8dicon Valley metropolitan area)

The NTT/Verio Premier Data Center is a -story 130,752 square foot data center 100% leas¥eério, Inc., a wholly owned subsidia
of Nippon Telegraph & Telephone. The building wasigned as one of Verio’s two “premier” data cemtarthe United States, into which the
great majority of Verio’'s customer operations for
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web hosting and collocation are being consoliddie@001, Verio completed significant improvemetatshe property, which we estimate cost
over $60 million, to create a critical use datateemfrastructure containing over 90,000 squaet & raised floor space, with substantial
mission-critical infrastructure such as large eleat capacity and distribution, UPS/backup ger@raystems, robust HVAC systems and state-
of-the-art fire suppression and security systemsddition, the structure was significantly re-deped to meet very high seismic
specifications. The property also serves as an litapbtelecommunications node connecting NTT’s oekwto a major west coast Internet
peering facility, also located in San Jose, Catifara primary Internet peering and interconnecgioimt on the West Coast. The property was
acquired by Gl Partners in December 2002. Upon detiop of this offering, we will be the fee simp&ner of the NTT/Verio Data Center

property.

Verio's lease expires in May 2010 and is subjechtee five-year renewal options. Annualized rerder the Verio lease is $3,781,200,
or $28.92 per leased square foot. Verio has a affitst offer with respect to the sale of the anging premises. This right will not be
triggered by this offering or the formation transaies or by a subsequent sale by us of the subbgithat owns this property.

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
NTT/Verio Data Center propert

The NTT/Verio Data Center is one of three propsrtieat secures a $43.0 million securitized firstigege and a $22.0 million
securitized mezzanine mortgage described in “Mamagé’s Discussion and Analysis of Financial Comditand Results of Operations—
Liquidity and Capital Resources—Material Provisi@mi€onsolidated Indebtedness to be OutstandingrAffiis Offering.” We intend for this
debt to remain outstanding upon completion of difiisring.

eBay Data Center, Rancho Cordova, California (Saweato metropolitan area)

The eBay Data Center is a 62,957 square foot datiercfacility strategically located in Rancho Gurd, a technology-oriented suburb of
Sacramento. Built in 1983, the building underweaghgicant improvements from 1999 to 2000, incluglits development as a data center for
its current tenant, Sprint Communications CompaBay, Inc. has been operating out of the facilitydver five years under a web-hosting
collocation agreement with Sprint, and has recesigred into a lease directly with the owner ef phoperty. The building includes
approximately 30,000 square feet of data centerespéth raised floors. The property contains reaumdJPS and backup generators, large
electrical capacity, robust HVAC systems and stditdre-art security systems and fire detection suggpression systems. Tenants benefit from
redundant electrical feeds from the Sacramento dpaii Utility district.

Upon completion of this offering, we will own a 75%nancy-in-common interest in the eBay Data Cemtgperty and an unrelated third
party will hold the remaining 25% of the tenancyemmmon. From January 1, 2005 to April 1, 2005,tHied party will have the right to
compel us to purchase its 25% interest and aftaralg 1, 2005, we will have the right to compel timeelated third party to sell us its interest,
which we expect to exercise. The purchase pricéhoremaining 25% interest under either altereatvill be based on a formula set forth in a
co-tenancy agreement. The purchase price undeoctbenancy agreement will be equal to an amounaldquhe lesser of (1) $4.7 million plus
the sellers pro rata share of undistributed cash flow fromghoperty and certain other reserves, and lessranint equal to the aggregate o
distributions received by it with respect to anydkparty financing, or (2) the amount equal to theoperty value” (as defined in the co-
tenancy agreement) less $10.6 million and certdarim and transaction costs, plus the sum of 8iillion and the seller’s pro rata share of
undistributed cash flow from the property and dartaher reserves, and less an amount equal taghesgate of all distributions received by it
with respect to any third-party financing. Undee tto-tenancy agreement, we will manage and dinecéBay Data Center property’s
operations.

As of June 30, 2004, the eBay Data Center propeas/ 100% leased to Sprint. Commencing October 4 28ursuant to leases entered
into on June 1, 2004, the eBay Data Center propéttype 100% leased by two
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tenants, eBay and Sprint. eBay’s lease for 49,64@re feet, or 78.86% of the facility, will expma September 30, 2009. Annualized rent
under eBay’s lease will be $1,245,168, or $25.08speare foot as of October 1, 2004. Sprint’s neasé for 13,309 square feet, or 21.14% of
the facility, will expire on September 30, 2014.nAialized rent under Sprint’s new lease will be agpnately $234,771, or $17.64 per square
foot as of October 1, 2004. Both leases are subjdtiree five-year extension options.

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
eBay Data Center property.

Upon completion of this offering, the eBay Data t@emroperty will be subject to an $8.0 million seed bridge loan, as described in
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations—Liquidity anap@al Resources—Material
Provisions of Consolidated Indebtedness to be @udatg After this Offering.”

Brea Data Center, Brea, California (Los Angelesnogblitan area)

The Brea Data Center is a 68,807 square foot ssighy office building built in 1981 as a data @rfor Beckman Coulter Engineering.
The building contains 30,000 square feet of datderespace improved with redundant, robust infeastire improvements including UPS and
backup generators, enhanced HVAC systems, fireregpjpn and security systems. The remainder dbttikty is improved for office use. Tt
property was acquired by Gl Partners in August 20#n completion of this offering, we will be tfee simple owner of the Brea Data Ce

property.

As of June 30, 2004, the Brea Data Center propeayy 100% leased to Systems Management Speci#tistsor SMS, which operates
IT outsourcing business in the facility. SMS marsagesiness applications and other mission-cribpalrations for its customers. SMS was
acquired in April 2004 by Infocrossing, a largeupficly traded company, also focused on corporatergrises and institutional customers.
SMS made significant infrastructure improvementth®Brea Data Center in 2000, which we estimateetover $10 million, improving the
electrical and HVAC infrastructure in the facilitgMS’s lease expires in December 2014, and is sutgewo five-year renewal options. The
annualized rent under the SMS lease is $1,176@0R1.7.10 per leased square foot.

Gl Partners made a significant equity investmer@MS in 2003 that was sold as part of the Infodngssansaction in April 2004.

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Brea Data Center property.

Upon completion of this offering, the Brea Data @emroperty will be one of the properties thatises the $155.0 million mortgage Ic
described in “Management’s Discussion and Analg§iginancial Condition and Results of Operationstlidfity and Capital Resources—
Material Provisions of Consolidated Indebtednedsat@®utstanding After this Offering.”

AT&T Web Hosting Facility, Lithia Springs, Geordiatlanta metropolitan area)

The AT&T Web Hosting Facility is a 250,191 squavetfbuilding located in suburban Atlanta, Georgiae building was constructed
1998 as a warehouse distribution facility, and AT&libsequently leased 50% of the building for itk Westing/managed services and
collocation business. We estimate that AT&T invdsiger $50 million to improve 113,225 square fdahe space into a state-of-the-art data
center for their web-based businesses and corpdastecenter customers. AT&T invested heavily ielectrical systems including redundant
service and UPS/generator systems, enhanced HVAdirarsuppression systems, and robust security
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systems. The property benefits from its proximdyséveral telecommunications networks including AT&avvis, and BellSouth. The
property was acquired by Gl Partners in June 20@8n completion of this offering, we will be theefsimple owner of the AT&T Web
Hosting Facility property.

As of June 30, 2004, the property was 50.0% leas@d &T; the balance of the building consists alirstrial warehouse space that is
presently unoccupied. AT&T’s lease expires in Ma2&1i6 and has four five-year renewal options. Tineualized rent under AT&T'’s lease is
$1,098,036, or $8.78 per leased square foot. AT&J dright of first refusal with respect to theesaf the underlying premises. This right will
not be triggered by this offering or the formatioansactions or by the subsequent sale by us afubsidiary that owns this property.

We have begun certain ordinary course capital imgargent projects in the vacant half of the builde do not expect the costs of these
improvements to be material.

The AT&T Web Hosting Facility property is subjeota mortgage loan, which totaled $8.8 million aie)80, 2004, described in
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anapifal Resources—Material
Provisions of Consolidated Indebtedness to be @udétg After this Offering.” We intend for this deo remain outstanding upon completion
of this offering.

Technology Manufacturing Properties. The following three properties are occupiednariily by tenants that focus on technology
manufacturing.

Ardenwood Corporate Park, Fremont, California (&ilh Valley metropolitan area)

The Ardenwood Corporate Park property is a comgrifdwo one-story and one two-story office andédhnology R&D buildings with
a total of 307,657 square feet of net rentableespiwtechnology labs, clean room, quality contnotl labeling facilities, cold storage space for
biotechnology materials and administrative spacipies 131,386 square feet. The remaining 176,8uare feet is used as office space. Gl
Partners acquired this property in January 200@nUmmpletion of the offering, we will be the fémple owner of the Ardenwood Corporate
Park property.

As of June 30, 2004, the Ardenwood Corporate Peogegrty was 100.0% leased by three tenants. Abgarbiopharmaceutical company
focused on the research, development and manuifagtofr therapeutic human antibodies, occupies dyeampleted biotechnology lab and
quality control facility. This facility operates gsrt of Abgenix’s corporate campus environmergdnjunction with its corporate headquarters
and manufacturing facility located adjacent tofenglity. Logitech, a leading global manufacturépersonal computer hardware peripherals
(e.g. keyboards, computer mice, web cameras, ase} the property as its Western United Statedgueaters. Infosys Technologies, a global
information technology services and consulting fitrees the property as its North American headqrsart

The following table summarizes information regagdihe primary tenants of the Ardenwood Corporaté& Peoperty as of June 30, 20(

Percentage

Percentage Annualized

of Property Rent Per

Lease R Total L of Property A lized A lized Leased
o Expiration enewa otal Leasec nnualize nnualize Square Foo

Principal Square
Tenant Nature of Business Options  Square Fee! Feet Rent Rent

Abgenix Biotechnology Apr. 2011 2 x5 yr¢ 131,38t 42.7%  $ 4,925,26! 65.% $ 37.4¢
Logitech Computer interface produi Mar. 201 1 x5 yre 144,27: 46.¢ 2,263,701 29.¢ 15.6¢
Infosys IT Services Jan. 201 1x5uyre 32,00( 10.4 391,68( 5.2 12.2¢
Total/Weighted Average 307,65 100.% $ 7,580,64! 100.% $ 24.6:
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The following table sets forth the lease expiraifor leases in place at the Ardenwood Corporatk praperty as of June 30, 2004 plus
available space, for each of the ten full and phc@alendar years beginning April 1, 2004, assurtiiag tenants exercise no renewal options
all early termination options. As of June 30, 20, weighted average remaining lease term fortthilsling was 7.6 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiri Square Footage ¢ Annualized Annualized Rent Per Lease!
piring
Property Foot at
Year of Lease Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — — — % $ — — % $ — $ =
2004 — — — — — — —
2005 — — — — — — —
2006 — — — — — — —
2007 — — — — — — —
2008 — — — — — — —
2009 — — — — — — —
2010 1 32,00( 10.4 391,68( 5.2 12.2¢ 13.6¢
2011 3 131,38t 427 4,925,26! 65.C 37.4¢ 47.5]
2012 — — — — — — —
2013 5 144,27: 46.¢ 2,263,701 29.¢ 15.6¢ 17.1¢
Thereaftel — — — — — — —
Total/Weighted Average 9 307,65 100.% $ 7,580,64! 100.(% $ 24.6¢ $ 29.7t

The following table sets forth the percentage ldaaanualized rent per leased square foot and éinedaet effective rent per leased
square foot for the Ardenwood Corporate Park prypes of the indicated dates:

Annualized Net
Annualized Rent

Percent Lease Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 200 100.% $ 24.6¢ $ 25.3¢
December 31, 2008) 80.7 26.8¢ 29.4¢

(1) Because neither we nor Gl Partners owned this pryppeior to 2003, we are unable to present infdfamafor years prior to 200!

Other than normally recurring capital expendituaad certain tenant improvements in connection thighinfosys lease, we have no pl
with respect to significant renovation, improvementedevelopment of the Ardenwood Corporate Paokerty.

The Ardenwood Corporate Park is one of three pt@sethat secures a $43.0 million securitized finsrtgage and a $22.0 million
securitized mezzanine mortgage described in “Mamagé’s Discussion and Analysis of Financial Comditand Results of Operations—
Liquidity and Capital Resources—Material Provisiamisonsolidated Indebtedness to be OutstandingrAffiis Offering.” We intend for this
debt to remain outstanding upon completion of difisring.

The current real estate tax rate for the Ardenw@orporate Park property is $10.88 per $1,000 césss=d value. The total annual tax for
the Ardenwood Corporate Park property at this fat¢he 2003 tax year is $364,171 (at a taxablesssl value of $33,480,874). In addition,
there were $220,588 in various direct assessmepissed on the Ardenwood Corporate Park properth&City of Fremont for the 2003 tax
year.

Maxtor Manufacturing Facility, Fremont, Californigilicon Valley metropolitan area)

The Maxtor Manufacturing property is a t-building 183,050 square foot facility located irefront, California. The property conta
65,000 square feet of clean room manufacturingespait extensive tenant improvements, and wasmallyi built as a computer disk
manufacturing facility. The 1055 Page Avenue buidd{59,040 square feet) is a single-story officé lght manufacturing facility built in
1991, and the 47700 Kato Road building (124,01@egteet) is a two-story steel frame with glassaiarwall clean room and
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office facility constructed in 1997. The buildingrtains substantial electrical and HVAC improvemnseahd we estimate that over $100 mil
was invested by the previous owner to improve tiop@rty. Gl Partners acquired the space vacangpienber 2003 and simultaneously lei
it to Maxtor Inc. for a term of eight years. Upasntpletion of this offering, we will be the fee sitapwner of the Maxtor Manufacturing

property.

Maxtor Corporation leases 100.0% of the properhe #erm of Maxtor’s lease expires in September 201dlis subject to one three-year
extension option. Annualized rent under Maxtorasle is $3,272,934, or $17.88 per leased square foot

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Maxtor Manufacturing property.

The Maxtor Manufacturing property is subject to artgage loan, which totaled $18.0 million at Jufe 2004, described in
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anapifal Resources—Material
Provisions of Consolidated Indebtedness to be @ud&tg After this Offering.” We intend for this deo remain outstanding upon completion
of this offering.

ASM Lithography Facility, Tempe, Arizona (Phoenitiopolitan area)

The ASM Lithography Facility is a 113,405 squaretftwo-story technical training and office facilityr ASML US, Inc., the U.S.
subsidiary of ASM Lithography Inc., one of the lasg suppliers of lithography equipment to the semdeictor industry. The facility, which
was completed in 2002 and has been improved wétttrital and HVAC upgrades, contains an 11,200 regiet clean room environment for
customer training with ASM Lithography’s photolitp@phy equipment, which is used for wafer productiothe computer chip industry.

The property is in the Arizona state-sponsored dxrizState University Research Park adjacent to Agihvbgraphy’s U.S. headquarters.
The ASU Research Park is subject to a ground leetseeen the Arizona Board of Regents and PricetHResearch Park, Inc., a non-profit
organization established by the State of ArizonaP&tners acquired a ground sublease interekeitand on which the ASM Lithography
facility is located from Price-Elliot Research Palrkc. in May 2003. This ground sublease expire®enember 31, 2082. The rent payment
amount due annually through 2016 under the groubtkase is approximately $241,399. Thereafterreheincreases every ten years as set
forth in the sublease agreement. In addition, Glrfeas is required under the ground sublease asbessed and pay a municipal service fee to
the City of Tempe to reimburse the City for thetaafsproviding municipal services to the ASU ResédPark. We have the right to terminate
this lease at any time during the first 30 yearthefterm, and thereafter upon every ten-year ansary. Upon completion of this offering, we
will be the holder of this ground sublease.

As of June 30, 2004, the ASM Lithography Facilitgsn100.0% leased to ASM Lithography. ASM Lithogrngphease does not expire
until February 2017 and is subject to two five-yearewal options. Annualized rent under ASM Litheqghry’s lease is $2,549,165, or $22.48
per leased square foot, and is guaranteed by AShbdiaphy’s parent company.

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
ASM Lithography Facility.

Upon completion of this offering, the ASM LithogiapFacility will not be subject to any debt. Howeveur ability to incur debt secured
by the ASM Lithography Facility will be limited e terms of our unsecured credit facility, as dbed in “Management’s Discussion and
Analysis of Financial Condition and Results of Gaiems—Liquidity and Capital Resources—Material\#smns of Consolidated
Indebtedness to be Outstanding After this Offefing.
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Technology Office/Corporate Headquarters Properties The following five properties are primarilyalged as technology
office/corporate headquarters.

Comverse Technology Building, Wakefield, Massadtaufig@oston metropolitan area)

The Comverse Technology Building is a -building, 388,000 square foot facility located irakéfield, Massachusetts. The propert
well located on the Route 128 technology corridéhwalmost one-half mile of freeway frontage andess from two highway exits. The
168,000 square foot 100 Quannapowitt building fisLe-story, suburban office facility built in 1998pnsisting of a steel frame structure and
concrete framing and exterior walls. The facilityaaincludes a parking structure providing 455 paglspaces. The 220,000 square foot 200
Quannapowitt building, is a two-story, office am$earch and development facility built in 1957 vg#griodic upgrades, consisting of concrete
frame and floors. The building was originally deymtd and served as the headquarters for Americanallnsurance until the late 1980s.

As of June 30, 2004, the Comverse Technology Buildvas 99.7% leased. 94.6% of the property is teaséhe Comverse business unit
of Comverse Technology, Inc., a provider of enhdrteéecommunications systems for major carrierf@igcVerizon and Verizon Wireless.
The Comverse Technology Building serves as thesidinis United States headquarters, providing sahelscustomer training labs, corporate
data center, electronics and software testing asdmbly facilities, and executive offices for tHe@and senior management of the division.
This division is one of the largest business unitkin the parent company.

The property was purchased by Gl Partners in JOAd.2Jpon completion of this offering, we will beetfee simple owner of the
Comverse Technology Building.

The following table summarizes information regagdihe Comverse Technology lease as of June 30, 2004

Percentage
Total Percentage Annualized
Leasec of Property Rent Per
Principal of Property
Nature Of Lease R S A lized A lized Leased
ature Expiration enewa quare Square nnualize nnualize Square Foo
Tenant Business Options Feet Feet Rent Rent
Comverse Technology Software Feb. 201 2x5yre 367,03 94.6% $ 5,592,54i 94.9% $ 15.2¢

The following table sets forth the lease expiraifor leases in place at the Comverse TechnologigiBg as of June 30, 2004 plus
available space, for each of the ten full and phcalendar years beginning April 1, 2004, assurtiiag tenants exercise no renewal options
all early termination options. As of June 30, 20, weighted average remaining lease term fortthilsling was 6.4 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiring Square Footage ¢ Annualized Annualized Rent Per Lease!

Year of Lease Property Foot at
Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 1,04¢ 0.3% $ — — % $ — $ —
2004 — — — — — — —
2005 — — — — — — —
2006 1 19,92: 5.1 298,84! 5.1 15.0( 15.0(
2007 — — — — — — —
2008 — — — — — — —
2009 — — — — — — —
2010 — — — — — — —
2011 3 367,03: 94.€ 5,592,54 94.¢ 15.2¢ 16.8:

2012 — — — — —

2013 — — — — — — —
Thereaftel — — — — —

Total/Weighted Average 4 388,00( 100.% $ 5,891,39: 100.(% $ 15.2: $ 16.7:
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The following table sets forth the percentage ldaaanualized rent per leased square foot and #inedaet effective rent per leased
square foot for the Comverse Technology Buildingfae indicated date:

Annualized Nef
Annualized Rent

Percent Lease: Effective Rent

Per Leased Per Leased
Date Square Foot Square Foot
June 30, 2004 99.7% $ 15.2: $ 16.11

(1) Because neither we nor Gl Partners owned this pryppeior to 2004, we are unable to present infdfamafor years prior to 200«

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Comverse Technology Building.

Upon completion of this offering, the Comverse Treabgy Building will be one of the properties tis&icures the $155.0 million
mortgage loan described in “Management’s DiscusaiahAnalysis of Financial Condition and Result©Oplerations—Liquidity and Capital
Resources—Material Provisions of Consolidated Itefdfiess to be Outstanding After this Offering.”

The current real estate tax rate for the Comveesiiology Building is $23.30 per $1,000 of assessduke. The total annual tax for the
Comverse Technology Building at this rate for tB@2tax year is $1,198,226 (at a taxable assesdad of $51,426,000). There were no di
assessments imposed on the Comverse Technologdiiduby the City of Wakefield for the 2003 tax year

Stanford Place II, Englewood, Colorado (Denver raptiitan area)

Stanford Place Il is a 17-story, 348,573 squaré¢ dffcce building in the Denver Tech Center. Thélding and associated parking
structure were developed in 1982 with the latdsibyoand HVAC upgrades completed in 2003. The buglds well located with exceptional
highway (I-25 and 1-225) and surface street acaagsample covered parking. Gl Partners acquiredpitiperty in October 2003. Upon
completion of this offering, we will own 98% of tlemtity that is the fee simple owner of the StathfBlace Il property and an unrelated third
party will continue to hold the remaining 2% intgtrén the entity that owns this property. After ared our 2% joint venture partner receive a
return of capital plus a 15% return on investmeant,joint venture partner will be allocated a largleare of subsequent distributions.

As of June 30, 2004, the Stanford Place Il propesdy 78.4% leased. The following table sets fdithlease expirations for leases in
place at the Stanford Place Il property as of Bhe2004 plus available space, for each of thduand partial calendar years beginning A
1, 2004, assuming that tenants exercise no rermtiains and all early termination options. As ofidB0, 2004, the weighted average
remaining lease term for this building was 4.0 gear

Percentage
Annualized
of Property Rent Per
Number of Percentage ¢ Annualized Leased Squar
Square Footage ¢ Annualized Annualized Rent Per Lease!

Year of Lease Leases Property Foot at
Expiration Expiring Expiring Leases Square Feet Rent Rent Square Foot Expiration
Available — 75,43( 21.6% $ — — % $ — $ —
2004 6 39,25¢ 11.2 557,52¢ 18.1 14.2( 14.6¢
2005 4 14,79( 4.2 153,11¢ 5.C 10.3¢ 10.9¢
2006 5 34,057 9.8 516,83( 16.¢ 15.1¢ 16.4¢
2007 7 56,92: 16.2 859,29¢ 27.7 15.1(C 17.5¢
2008 2 3,59:¢ 1.C 39,64« 1.3 11.0% 13.8(
2009 3 13,60 3. 125,00: 41 9.1¢ 13.4¢
2010 5 89,36« 25.7 821,43° 26.7 9.1¢ 13.4¢
2011 — — — — — — —
2012 — — — — — — —
2013 — — — — — — —
Thereaftel 1 21,55¢ 6.2 8,40¢ 0.3 0.3¢ 17.8¢
Total/Weighted Average 28 348,57: 100.% $ 3,081,26' 100.% $ 11.2¢ $ 15.00
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Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the
Stanford Place Il property.

The Stanford Place Il property is subject to twoused notes which total of $26.0 million as of J@0e 2004, described in
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anapifal Resources—Material
Provisions of Consolidated Indebtedness to be @ud&tg After this Offering.” We intend for this deo remain outstanding upon completion
of this offering.

100 Technology Center Drive, Stoughton, Massactai@@bston metropolitan area)

The 100 Technology Center Drive property is a $0rys197,000 square foot office building with adikriand granite exterior located in
Stoughton, Massachusetts. The property is welltéatm the Route 128 South suburban sub-marketnasdriginally developed as the
headquarters for Reebok.

The property is currently the regional headquarfi@r$tone & Webster, Inc., a primary operatingislon of The Shaw Group Inc., whi
guarantees the lease. Stone & Webster leases 1@0.08 property and operates its environmentalearetgy engineering and construction
management services from this site. In additioa ftility is the primary corporate data centeGtdne & Webster and a data back-up site for
The Shaw Group. Stone & Webster's lease expirddarch 2013 and is subject to two five-year renesydions. Annualized rent under Stone
& Webster’s lease is $3,743,000, or $19.00 perleéasjuare foot. Gl Partners acquired this properBebruary 2004. Upon completion of this
offering, we will be the fee simple owner of theDIDechnology Center Drive property.

Other than normally recurring capital expenditures,have no plans with respect to renovation, imgneent or redevelopment of the :
Technology Center Drive property.

The 100 Technology Center Drive property is subje@ mortgage loan which totaled $20.0 milliodane 30, 2004, described in
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations—Liquidity anapifal Resources—Material
Provisions of Consolidated Indebtedness to be @udétg After this Offering.” We intend for this deo remain outstanding upon completion
of this offering.

Granite Tower, Farmers Branch, Texas (Dallas medlitgn area)

The Granite Tower is a t-story, 240,151 square foot office tower locateduburban Dallas, Texas. The property was develop2€99
and represents one of the newest properties sulisnarket. The property also contains a four-gpanking structure providing 900 parking
spaces. The property is well located with highbiigy and easy access from the LBJ Freeway amesis than five minutes from the Galleria
sub-market. The Granite Tower property was acquise@! Partners in September 2003. Upon complatfahis offering, we will be the fee
simple owner of the Granite Tower property.

As of June 30, 2004, the Granite Tower property 918% leased to 17 tenants operating in variosibsses, including software
services. The primary tenants are Home InteriofSifs, Inc. and Carreker Corp. Home Interiors Isas4,139 square feet under a lease that
expires on January 2010. Annualized rent under Hioitegiors’ lease is $1,092,067, or $14.73 perddasjuare foot. Monster Worldwide, Inc.
subleases 43,661 square feet of net rentable spaoe property from Home Interiors. USF Procesdars sub-subleases 18,948 square feet of
net rentable space at the property from MonsterliMade, Inc. Carreker leases an aggregate of 725483are feet on three floors with terms
expiring in May 2010 with two five-year renewal mpts. The annualized rent under these leasesaggmegate of $1,153,858, or $15.93 per
leased square foot.
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The following table sets forth the lease expiraifor leases in place at the Granite Tower propestgf June 30, 2004 plus available
space, for each of the ten full and partial calewygars beginning April 1, 2004, assuming that teém&xercise no renewal options and all early
termination options. As of June 30, 2004, the wisdtaverage remaining lease term for this buildiag 4.7 years.

Percentage
Annualized
(L\:uLnew:seé of Property Rent Per
Percentage ¢ Annualized Leased Squar
Expiri Square Footage ¢ Annualized Annualized Rent Per Lease!
piring
Property Foot at
Year of Lease Expiration Expiring Leases Square Feet Rent Rent Square Foot Expiration

Available — 4,89t 2.0% $ — — % $ — $ —
2004 1 5,957 25 98,43 2.8 16.52 16.52
2005 3 10,85% 4.5 168,53: 4.8 15.52 15.52
2006 7 35,007 14.€ 551,13¢ 15.€ 15.7¢ 15.9:
2007 1 6,612 2.8 76,70( 2.2 11.6( 16.2(
2008 2 16,05« 6.7 191,17: 5.4 11.91 15.2(
2009 3 8,09: 34 97,09( 2.8 12.0¢ 16.0(
2010 4 146,57 61.C 2,245,92! 63.€ 15.32 15.8¢

2011 — — — — — — —

2012 — — — — — — —

2013 — — — — — — —
Thereaftel 1 6,10¢ 25 99,92! 2.8 16.31 17.1%
22 240,15: 100.% $ 3,528,90! 100.(% $ 15.0( $ 15.8!

Other than normally recurring capital expenditumes,have no plans with respect to renovation, imgneent or redevelopment of the
Granite Tower property.

The Granite Tower property is subject to a mortgage which totaled $21.6 million as of June 30020described in “Management’s
Discussion and Analysis of Financial Condition &webults of Operations—Liquidity and Capital Resesre-Material Provisions of
Consolidated Indebtedness to be Outstanding AfterQffering.” We intend for this debt to remaintstanding upon completion of this
offering.

Siemens Building, Farmers Branch, Texas (Dallagopetitan area)

The Siemens Building is a two-story 125,538 sqdi@oé office building completed in 1999. The buildinwhile presently 100.0% leased
to Siemens Subscriber Networks, is readily divisilglonsisting of three individual “pods” connectéa two glass atrium lobbies. The property
is well located adjacent to the desirable Galledmplex with easy access to the Dallas Toll Roatitha LBJ Freeway. Siemens Subscriber
Networks is an independent business unit of Sierrd@nsmation and Communication Networks, a divis@frSiemens AG. Siemens Subscri
Networks uses the property as its headquarterelssvone of its main research facilities. Siem@ualscriber Networks is a major providet
DSL modems and networking technology for majordefemunications carriers such as SBC. Siemens Sbhbsdtetworks’ lease expires in
May 2010 and is subject to two five-year renewdlays. The annualized rent under the Siemens Siblesddetworks lease is $1,917,505, or
$15.27 per leased square foot. Gl Partners acqtlieedroperty in April 2004. Upon completion ofglaffering, we will be the fee simple
owner of the Siemens Building.

Other than normally recurring capital expenditures,have no plans with respect to renovation, im@neent or redevelopment of the
Siemens Building.

Upon completion of this offering, the Siemens Bimtgwill be one of the properties that secures®h®5.0 million mortgage loan
described in “Management’s Discussion and Analg§iginancial Condition and Results of Operationstlifity and Capital Resources—
Material Provisions of Consolidated Indebtednedsat@®utstanding After this Offering.”
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Right of First Offer Properties

In addition to its interests in the properties tvdt comprise our initial portfolio and our optigeroperty, Carrier Center, Gl Partners o
interests in two additional vacant technology-mdgproperties. The first is an 84,000 square fata denter located in Englewood, Colorado
(Denver metropolitan area), and the second is &36B%quare foot data center located in Frank@&etmany. We will not acquire either of
these properties in the formation transactions,vemdio not have an option to purchase either ghtas of the close of this offering. However,
we do have rights of first offer with respect te sale of either of these properties by Gl Partrgge “Certain Relationships and Related
Transactions—Carrier Center Option and Right o$tFDffer Agreements.”

Indebtedness

The following table sets forth information with pest to the indebtedness that we expect will betantling after this offering and the

formation transactions on a pro forma basis asioé B0, 2004, but does not give effect to interatet swap agreements that we expect to enter

into in connection with this offering (in thousahds

Annual
Debt Balance at
L Service Maturity
Principal
Properties Interest Rate Amount &) Maturity Date @
100 Technology Center Dri—Mortgage LIBOR +1.70% $ 20,000 $ 77z Apr.1, 2008 $ 20,00(
200 Paul Avenue—Mortgage LIBOR + 3.18%
®) 46,90¢ 4,266 Jul. 1, 20064 43,79«
Ardenwood Corporate Park, NTT/Verio Premier Datatég
VarTec Buildin—Mortgage Note LIBOR + 1.59% 43,00( 1,53¢ Aug. 9, 2008 43,00(
Ardenwood Corporate Park, NTT/Verio Premier Datat€g
VarTec Buildin—Mezzanine LIBOR + 5.75% 22,00( 1,70 Aug. 9, 2006° 22,00(
AT&T Web Hosting Facilit—Mortgage LIBOR + 1.85% 8,77¢ 352 Dec. 1, 20069 8,77¢
Camperdown Hou—Mortgage 6.85% 23,07¢® 3,19/ Oct. 31, 200¢ 14,04(
Carrier Center—Mortgag@® LIBOR + 4.25%
®) 26,22 2,44¢ Oct. 4, 2007 24,057
Granite Towe—Mortgage LIBOR + 1.20% 21,64t 951 Jan. 1, 200! 19,53(
Maxtor Manufacturing Facili—Mortgage LIBOR + 2.25% 18,00( 1,02¢ Dec. 31, 2006Y  17,18¢
Stanford Place —Mortgage 5.14% 26,00( 1,33¢ Jan. 10, 200 26,00(
Univision Tower—Mortgagé® 6.03% 60,00( 3,97C Nov. 4, 200¢ 55,93
eBay Bridge Loat LIBOR + 2.00% 7,95( 317 Aug. 11, 200¢ 7,95(
New Mortgage Dek(9 5.55% 155,00( 10,64: Nov. 3, 2014 132,85
New Unsecured Credit Facilib LIBOR + 1.75% 31,44( 1,17¢ Nov. 3, 2007 31,44(
Total $510,01¢ $33,697 $466,56:
(1) Annual debt service for floating rate loans is aldted based on themonth, -month and -month LIBOR rates at October 27, 2004, which we89%, 2.16% and 2.30% respectiv
(2) Assuming no payment has been made on the princigalvance of its due dal
(3) Reflects the weighted average interest rate aseoéxpected assumption de
(4) Two oneyear extensions are availak
(5) A 13-month extension and a c-year extension are availab
(6) Based on our hedged exchange rate of $1.60£1.00.
)

Assuming the refinancing of the outstanding balarafea mortgage loan and a mezzanine loan in Oc2® pursuant to a letter of commitment fromléreler under these loans. ~

letter of commitment provides for year term and an interest rate based on LIBOR €stibp a 2.5% floor) plus 4.25% per annum, ande-year extensior
) Subject to a 2.5% LIBOR floo
(9) Assuming the refinancing of the outstanding balarafea mortgage loan and a mezzanine loan pursoantetter of commitment from a lend
) This amount represents new mortgage debt thatterd to incur in connection with this offering.eMill use our fee simple interests in 36 Northé&estond Street, Brea Data Center,
Comverse Technology Building, Hudson Corporate €er8iemens Building, and Webb at LBJ to secure mextgage loans
(11) The interest rate under our new unsecured credlitfewill equal LIBOR plus a margin of betweer3¥5% to 1.750% based on our leverage ri
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Depreciation

The following table sets forth for each propertyirr initial portfolio and component thereof upohigh depreciation is taken, the
federal tax basis upon completion of this offeramgl consummation of the formation transactionsrdte, (iii) method, and (iv) life claimed
with respect to such property or component thef@opurposes of depreciation.

Federal Tax Basi: Life Claimed
Property @ Rate Method @ @
36 Northeast Second Stre $ 28,170,98 2.5% Straight line 39 year
100 Technology Center Dri\ 34,918,21 2.5¢€ Straight line 39 year
200 Paul Avenu 15,592,28 2.5€ Straight line 39 year
1100 Space Park Dri 27,077,85 2.5¢€ Straight line 39 year
AboveNet Data Cente 31,337,82 2.5¢€ Straight line 39 year
Ardenwood Corporate Pa 41,564,82 2.5¢ Straight line 39 year
ASM Lithography Facility 22,051,84 2.5¢€ Straight line 39 year
AT&T Web Hosting Facility 12,160,10 2.5¢€ Straight line 39 year
Brea Data Cente 6,319,52! 2.5€ Straight line 39 year
Camperdown Hous 30,739,00 2.5¢€ Straight line 39 year
Carrier Cente 56,159,52 2.5¢€ Straight line 39 year
Comverse Technology Buildir 45,291,79 2.5¢ Straight line 39 year
eBay Data Cente 6,300,00! 2.5€ Straight line 39 year
Granite Towel 29,361,65 2.5¢€ Straight line 39 year
Hudson Corporate Cent 50,676,87 2.5€ Straight line 39 year
Maxtor Manufacturing Facilit 22,089,28 2.5¢ Straight line 39 year
NTT/Verio Premier Data Cent 24,417,83 2.5¢€ Straight line 39 year
Sawvis Data Centte 53,589,39 2.5¢ Straight line 39 year
Siemens Building 11,490,51 2.5€ Straight line 39 year
Stanford Place | 31,288,63 2.5¢€ Straight line 39 year
Univision Tower 89,296,42. 2.5€ Straight line 39 year
VarTec Building 10,621,74 2.5¢ Straight line 39 year
Webb at LB. 38,347,59 2.5¢€ Straight line 39 year

(1) Upon the consummation of the formation tratisas, the entity that owns Univision Tower w#riinate for tax purposes and the entity that o8tasiford Place Il will “technically
terminate” for tax purposes under Section 708(lB)Lyf the Code. Consequently, under Section 168(Df the Code, each of these properties willrbated as a newly acquired asset
placed in service on the day following the consumimneof the formation transactions, the federalltasis of which will be depreciated over its claihtiée. Federal tax basis numbers
assume that 95% of the basis adjustments restitbngthe formation transactions are allocated &real property and 5% to lan

(2) Unless otherwise noted, depreciation methwtlie claimed for each property and componentebgis determined by reference to the IRS-mandatethod for depreciating assets
placed into service after 1986, known as the MedifAccelerated Cost Recovery Systi

In addition, we have an aggregate of approximeil® million in additional tax basis of depreciahleniture, fixtures and equipment
associated with the properties in our portfolimadune 30, 2004. Depreciation on this furnitubgufes and equipment is computed on the
straight line and double declining balance methtmas the claimed life of such property, which iher five or seven years.
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Regulation
General

Office properties in our submarkets are subjeeatious laws, ordinances and regulations, includayylations relating to common
areas. We believe that each of the initial propsrtias the necessary permits and approvals totepesrausiness.

Americans With Disabilities Act

Our properties must comply with Title Il of the Agmicans with Disabilities Act, or ADA, to the extehat such properties are “public
accommodations” as defined by the ADA. The ADA meguire removal of structural barriers to accespdngons with disabilities in certain
public areas of our properties where such remavedadily achievable. We believe that the initi@perties are in substantial compliance with
the ADA and that we will not be required to makéstantial capital expenditures to address the requénts of the ADA. However,
noncompliance with the ADA could result in impaositiof fines or an award of damages to privateditig. The obligation to make readily
achievable accommodations is an ongoing one, andillveontinue to assess our properties and to nadiezations as appropriate in this
respect.

Environmental Matters

Under various laws relating to the protection & #mvironment, a current or previous owner or dpea real estate may be liable
contamination resulting from the presence or digghaf hazardous or toxic substances at that piypmerd may be required to investigate and
clean up such contamination at that property orrertiag from that property. Such laws often impaability without regard to whether the
owner or operator knew of, or was responsibletfug,presence of the contaminants, and the liabiéy be joint and several. Previous owners
used some of our properties for industrial andirptaposes, so those properties may contain sewed bf environmental contamination. The
presence of contamination or the failure to remediantamination at our properties may expose tisitd-party liability or materially
adversely affect our ability to sell, lease or depehe real estate or to borrow using the realtests collateral.

Some of the properties may contain asbestos-cangaiuilding materials. Environmental laws requinat asbestos-containing building
materials be properly managed and maintained, andimpose fines and penalties on building ownersparators for failure to comply with
these requirements. These laws may also allow fi@irtdes to seek recovery from owners or operdrpersonal injury associated with
exposure to asbestos-containing building materials.

In addition, some of our tenants, particularly thgsthe biotechnology and life sciences industry those in the technology
manufacturing industry, routinely handle hazardsuisstances and wastes as part of their operatians aroperties. Environmental laws and
regulations subject our tenants, and potentiallytaifiabi-lity resulting from these activities fsrom previous industrial or retail uses of those
properties. Environmental liabilities could alséeat a tenant’s ability to make rental paymentagsoWe require our tenants to comply with
these environmental laws and regulations and tenmdfy us for any related liabilities.

Independent environmental consultants have condirit@se | or similar environmental site assessnuengdl of the properties in our
initial portfolio. Each of the site assessmentsiteen either completed or updated since Janu&9QR, except 36 Northeast Second Street anc
Univision Tower. Site assessments are intendedstmder and evaluate information regarding the mmwhental condition of the surveyed
property and surrounding properties. These assegsrde not generally include soil samplings, sufaser investigations or an asbestos survey.
None of the recent site assessments revealed ahpiparesent environmental liability that we bedie@vould have a material adverse effec
our business, assets or results of operations. Hawthe assessments may have failed to reveahaitonmental conditions, liabilities or
compliance concerns. Material environmental coadgj liabilities or compliance concerns may haveear
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after the review was completed or may arise infaiiere; and future laws, ordinances or regulatioy impose material additional
environmental liability.

Insurance

Upon completion of this offering and consummatiénhe formation transactions, we will carry compeahive liability, fire, extende
coverage, earthquake, business interruption artdldess insurance covering all of the propertiesur portfolio under a blanket policy. We
will select policy specifications and insured limithich we believe to be appropriate given thetirgdaisk of loss, the cost of the coverage and
industry practice and, in the opinion of our compamanagement, the properties in our portfolio@areently, and upon completion of this
offering will be, adequately insured. We will n@trgy insurance for generally uninsured losses sisdioss from riots, war or acts of God. In
addition, we will carry earthquake insurance on naperties in an amount and with deductibles whnehbelieve are commercially reasona
Certain of the properties in our portfolio will becated in areas known to be seismically active. ‘SRisk Factors—Risks Related to Our
Business and Operations—Potential losses may noovered by insurance.”

Competition

We compete with numerous developers, owners anctmps of office and commercial real estate, manytich own properties simile
to ours in the same submarkets in which our pragsedre located, but which have lower occupan@srttan our properties. If our competitors
offer space at rental rates below current markesrar below the rental rates we currently chawgetenants, we may lose potential tenants
we may be pressured to reduce our rental ratesviiblmse we currently charge in order to retain iémavhen our tenants’ leases expire.

Employees
We initially intend to employ approximately 20 pens. We currently expect that none of these emptoyell be represented by a labor
union.

We intend to enter into an arrangement with a @sieal employer organization (PEQO) pursuant tactvitie PEO will provide
personnel management services to us. The servitldsevprovided through a co-employment relatiopshétween us and the PEO, under
which all of our employees will be treated as ergpbbby both the PEO and us. The services and hepeéivided by the PEO are expected to
include payroll services, workers’ compensatioruragce and certain employee benefits plan covefageagreement with the PEO is
expected to be terminable by either party upona&8&dorior written notice.

Offices

Our headquarters is located, in Menlo Park, CalitarBased on the anticipated growth of our compamyintend to relocate our
corporate headquarters to a larger facility inrtbar future. In addition, we may add regional @§iclepending upon our future operational
needs.

Legal Proceedings

In the ordinary course of our business, we areueatly subject to claims for negligence and othaints and administrative proceedin

none of which we believe would have a material aslveffect or are material.
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MANAGEMENT

Directors and Executive Officers

Upon completion of this offering, our board of diters will consist of six members, including a majoof directors who are independe
within the meaning of the NYSE listing standardstdRant to our charter, each of our directors éllelected by our stockholders to serve |
the next annual meeting and until their succesaasluly elected and qualify. See “Material Prawisi of Maryland Law and of Our Charter
and Bylaws—Our Board of Directors.” The first anhoeeeting of our stockholders after this offeringl Wwe held in 2005. Subject to rights
pursuant to any employment agreements, officereesarthe pleasure of our board of directors.

The following table sets forth certain informaticoncerning the individuals who are our directorgoeitive officers and certain of our
other senior officers upon completion of this offier

Age
Name Position
Richard A. Magnuson 47 Executive Chairman of the Boa
Michael F. Foust’ 48 Chief Executive Officer and Directi
Laurence A. Chapme 55 Director Nominee
Ruann F. Ernst, Ph.I 58 Director Nominee
Kathleen Earley Ree 52 Director Nominee
Dennis E. Singleto 60 Director Nominee
A. William Stein* 50 Chief Financial Officer and Chief Investment Offi
Scott E. Petersor 43 Senior Vice President, Acquisitio
John O. Wilson’ 58 Executive Vice President, Technology Infrastruct

* Denotes our named executive office
The following is a biographical summary of the engece of our directors, executive officers andaiarother senior officers.

Richard A. Magnusorserves as Executive Chairman of our Board of DamsctMr. Magnuson is a founder of, and has serge@raef
Executive Officer of the advisor to, Gl Partnerscgi February 2001. Since November 1999, Mr. Magmss served as Executive Managing
Director of CB Richard Ellis Investors, where henfied and continues to manage the investments divitias of Gl Partners. From 1994
through 1999 Mr. Magnuson held various positionthwomura Securities, most recently as Deputy MamgBirector of their London based
Principal Finance Group. From 1989 until 1994, Magnuson was a Director in the Investment Bankingitn of Merrill Lynch. From 1981
until 1986, Mr. Magnuson worked for Digital Resdarthe company that developed the personal comppemating system, and founded and
sold InterActive Software, a software services camp Mr. Magnuson serves on the board of direabi$Y SE listed Glenborough Realty
Trust, a REIT focused on multi-tenant office prdjeesy, where he is a member of the Audit Committegtia Chairman of the Nomination and
Governance Committee. Mr. Magnuson is also a direafttwo private companies. Mr. Magnuson holdsaalielor of Arts degree from
Dartmouth College and a Master of Business Adnmatistn degree from Stanford University Graduated®tiof Business.

Michael F. Fousthas served as our Chief Executive Officer and BBector since our inception. Mr. Foust is a foundg and has
served as a managing director of the advisor t(R&tners since February 2001. During his tenuf®l &artners, Mr. Foust directed technical
property acquisitions and portfolio management. fust has over 19 years of experience in insbitai real estate investments and portfolio
management. Prior to Gl Partners, from 1999 to 28681was a senior director at CB Richard Ellis btees. From 1995 to 1999, Mr. Foust was
a senior vice president at CB Richard Ellis, wHegenanaged regional asset services operationsadtimé period from 1985 to 1995, Mr.
Foust held senior portfolio management and investipesitions at UBS Asset Management, Karsten Réaltvisors, and Trammell Crow
Company. Prior to his real estate career, from 1871985, Mr. Foust participated in the originatmfrtwo related, international
telecommunications
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companies, Consortium Communications Internatianal Progressive Systems Inc. The companies provigsgage switching and turn-key
networks for multinational corporations. Mr. Fousteived a Bachelor of Arts degree from Harvardvdrsity and a Master of Business
Administration degree from Harvard Business School.

Laurence A. Chapmarserved as Senior Vice President and Chief Fina@ffadder of Goodrich Corp. from 1999 to 2000. Mth&man
served as Senior Vice President and Chief Fina@fider of Rohr, Inc., a $1.2 billion aerospacenmany, from 1994 until 1999, when Rohr,
Inc. merged with Goodrich Corp. His responsibititeg both companies included accounting, treasaxy jnsurance, investor relations,
financial planning and information technology fuinos. Prior to his service at Rohr, Inc., Mr. Chapmvas employed at Westinghouse Ele
Corporation from 1981 through 1994. From 1992 tgio©994, Mr. Chapman was the Vice President andstrer of Westinghouse Electric
Corporation where he was responsible for the fimapactivities of Westinghouse Electric Corporatand Westinghouse Credit Corp. His
responsibilities included supervising corporatafice, cash and short-term funding, project finahaek relations and international treasury.
Mr. Chapman received a Bachelor of Commerce degitbeDistinction from McGill University and a Mastef Business Administration
degree from Harvard Business School. Mr. Chapmarbbkan designated chair of our audit committeevdlidbe a member of our nominating
and corporate governance committee.

Ruann F. Ernst, Ph.D.served as Chief Executive Officer of Digital Islamak., an edusiness delivery network company, from June
through January 2002. Dr. Ernst was ChairpersdheBoard of Digital Island from December 1999 thgb July 2001, when the company \
acquired by Cable & Wireless, Plc. From 1988 thto§98, Dr. Ernst worked for Hewlett Packard Compam electronics equipment and
computer company, in various management positimost recently as General Manager, Financial Ses\Beesiness Unit. Since 1998, Dr.
Ernst has served as a director of Advanced Fibrar@anications, where she is a member of the audliimating and governance committees.
Dr. Ernst is also a director of one private and two-for-profit companies. Dr. Ernst received a Balor of Science, a Master of Science and a
Ph.D. from The Ohio State University. Ms. Ernstllsg a member of our audit, compensation and namigpand corporate governance
committees.

Kathleen Earley Reewvas employed at AT&T Corporation from 1994 througgptember 2001. While at AT&T Corporation, Ms. Ewrl
Reed served as Senior Vice President of Enterpigdeorking and Chief Marketing Officer where sheemsaw all AT&T Corporation
business-related brand, image and advertising arleting strategy. One of Ms. Earley Reeldrgest contributions was as President of Al
Data & Internet Services, an $8 billion business tmat provided Internet Protocol (IP), web hogtidata and managed network services.
Under her leadership, AT&T’s network became ontheflargest Internet backbones in the industryrRad joining AT&T Corporation, Ms.
Earley Reed was employed by IBM Corporation folyg@rs with positions in sales, marketing, planrdnd strategy development. Ms. Earley
Reed is currently a member of the board of directditwo publicly held companies, Vignette Corpd &@omputer Network Technology Corp.
Ms. Earley Reed received a Bachelor of Scienceedegnd a Master of Business Administration dedreth from the University of California,
Berkeley. Ms. Earley Reed has been designated ehairr nominating and corporate governance coneiind will be a member of our
compensation committee.

Dennis E. Singletorwas a founding partner of Spieker Partners, thdgmessor of Spieker Properties, Inc., one of tigekt owners and
operators of commercial property on the west cpast to its $7.2 billion acquisition by Equity Gé& Properties Trust in 2001. Mr. Singleton
served as Chief Financial Officer and Director pfeker Properties, Inc. from 1993 to 1995, Chiefelstment Officer and Director from 1995
to 1997 and Vice Chairman and Director from 1998Q@61. During his tenure, Mr. Singleton was invale identifying and analyzing
strategic portfolio acquisition and operating ofpoities and oversaw the acquisition and develogragmore than 20 million square feet of
commercial property. From 2001 to present, Mr. &itan has managed personal investments in redkeda. Singleton received a Bachelor
of Science degree from Lehigh University and a Miast Business Administration degree from HarvatgiBess School. Mr. Singleton has
been designated chair of our compensation commattdewill be a member of our audit committee.
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A. William Steinjoined GI Partners as a consultant in April 2004 bacame our Chief Financial Officer and Chief ktneent Officer in
July 2004. Mr. Stein has over 20 years of investirfarancial and operating management experient®th large company environments and
small, rapidly growing companies. Prior to joiniogr company, Mr. Stein provided turnaround manageradvice to both public and private
companies. From 2000 to 2001, Mr. Stein servedabi€ad of VentureBank@PNC and Media and CommumicatiFinance at The PNC
Financial Services Group where he was respongibldifecting the delivery of PNC’s products andvezes to VentureBank’s high technology
and emerging growth client base. Before joining PNIE Stein was President and Chief Operating @ffif TriNet Corporate Realty Trust, a
$1.8 billion REIT that was acquired by Starwooddfioial Trust (now called iStar Financial) in 1a@99. Prior to being named President of
TriNet, Mr. Stein was Executive Vice President, &ttinancial Officer and Secretary. TriNet's poliicconsisted of office, industrial and
retail properties throughout the U.S. Before joinifriNet in 1995, Mr. Stein held a number of seriivestment and financial management
positions with Westinghouse Electric, Westinghoksencial Services and Duquesne Light Company.Stkin practiced law for eight years,
specializing in financial transactions and litigati Mr. Stein received a Bachelor of Arts degreefiPrinceton University, a Juris Doctor
degree from the University of Pittsburgh and a Mesef Science degree with Distinction from the Gratg School of Industrial Administration
at Carnegie Mellon University.

Scott E. Petersomill become our Senior Vice President responsibteatquisition activities upon completion of thigesing. Mr.
Peterson has been a managing director of GI Partirece August 2002. While at Gl Partners, Mr. Bete was responsible for property
acquisitions with an emphasis on technical propsrivir. Peterson has over 17 years of real estptrience and was most recently a Senior
Vice President with GIC Real Estate, the real estatestment entity for the Government of Singapovestment Corporation, from May 1994
to August 2002. Previously, Mr. Peterson was adgtiiavestments, development and asset managenigntaSalle Partners, a real estate
services company and Trammell Crow Company, ag&akte developer. Mr. Peterson received a Bacbéldrts degree from Northwestern
University, and a Master of Business Administraticom Northwestern University.

John O. Wilsonwill become Executive Vice President of our teclogyl infrastructure assets upon completion of tiffisrimg. Mr.
Wilson has 32 years of real estate investment awdldpment experience including extensive expedemwening and managing technology
related real estate. Prior to his current posithdn, Wilson served as President and CEO of thetetenunications assets of The Cambay
Group, Inc., the principal U.S. real estate sulbsidof British Isles based Somerston Holdings LéditFrom 1990 through 1998, Mr. Wilson
served as Vice President and Director of Cambay Wilson has also held real estate positions &t §intis as Richard Ellis, Inc., The First
National Bank of Chicago and Real Estate Reseaachdtation. Mr. Wilson served as an officer in thé&. Navy and holds a Bachelor
Science degree from Georgetown University and atédag Business Administration degree from The @nsity of Michigan.

Board Committees

Upon completion of this offering, our board of diters will appoint a nominating and corporate goagice committee, an au
committee and a compensation committee. Under ylams, the composition of each committee must cgmyth the listing requirements au
other rules and regulations of the New York Stogklange, as amended or modified from time to tame, we currently anticipate that eact
these committees will be comprised of three inddpandirectors. Our bylaws define “independentao# by reference to the rules,
regulations and listing qualifications of the Newrk Stock Exchange, or NYSE, which generally deeatirector to be independent if the
director has no relationship to us that may interfeith the exercise of the director’s independenoen management and our company.

The board of directors will have three standing oottees: an audit committee, a compensation coragitind a nominating and
corporate governance committee.

Audit Committee. The audit committee will help ensure the initggef our financial statements, the qualificatiarsd independence of
our independent auditor and the performance ofraarnal audit function
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and independent auditors. The audit committeesgikct, assist and meet with the independent ayditersee each annual audit and quarterly
review, establish and maintain our internal audittools and prepare the report that federal seestiaws require be included in our annual
proxy statement. Mr. Chapman has been designatelds@isand Ms. Ernst and Mr. Singleton have begroiged as members of the audit
committee.

Compensation Committee. The compensation committee will review and apprthe compensation and benefits of our executive
officers, administer and make recommendations tdoard of directors regarding our compensationstadk incentive plans, produce an
annual report on executive compensation for inoluéh our proxy statement and publish an annualreittee report for our stockholders. Mr.
Singleton has been designated as chair and Mst &mdsMs. Earley Reed have been appointed as merab#re compensation committee.

Nominating and Corporate Governance Committee’he nominating and corporate governance coramittll develop and recommend
to our board of directors a set of corporate goaece principles, adopt a code of ethics, adoptigsliwith respect to conflicts of interest,
monitor our compliance with corporate governancgiements of state and federal law and the rutdsragulations of the NYSE, establish
criteria for prospective members of our board oéctiors, conduct candidate searches and intervievessee and evaluate our board of
directors and management, evaluate from time te the appropriate size and composition of our bo&directors and recommend, as
appropriate, increases, decreases and changesdoniposition of our board of directors and forpnpllopose the slate of directors to be
elected at each annual meeting of our stockholtiéssEarley Reed has been designated as chair an&dst and Mr. Chapman have been
appointed as members of the nominating and copg@ternance committee.

Our board of directors may from time to time estdbtertain other committees to facilitate the nggmaent of our company.

Compensation of Directors

Upon completion of this offering, each of our diars who is not an employee of our company or obsgliaries will receive an annual
retainer of $20,000 for services as a directonaitideceive a fee of $1,500 for each meeting at&zhin person and $500 for each meeting
attended telephonically. Directors who serve onaudit, nominating and corporate governance araimpensation committees will receive a
fee of $1,000 for each meeting attended in pers@b00 for each meeting attended telephonicallye@ors who serve as the Chair of one of
our committees will receive an additional annu&ireer of $3,000. Directors who are employees ofaaumpany or our subsidiaries will not
receive compensation for their services as dirsctor

Our 2004 incentive award plan provides for formgilants of long-term incentive units to non-emplogéectors. In connection with this
offering and the formation transactions, each nmpleyee director was issued 6,448 long-term inwentinits. Thereafter, on the date of each
annual meeting of stockholders at which each nopleyee director is reelected to our board of doesstcommencing with the third such
meeting, such non-employee director will receiveadditional 1,612 long-term incentive units. Simifaeach non-employee director who is
initially elected to our board of directors afthistoffering will receive 6,448 long-term incentiuaits on the date of such initial election and an
additional 1,612 long-term incentive units on tlaedof each annual meeting of stockholders at wiiemon-employee director is reelected to
our board of directors, commencing with the thindls meeting. If a non-employee director does natifyuas an “accredited investor” within
the meaning of the federal securities laws on #te df any grant of long-term incentive units, director will not receive that grant of long-
term incentive units, but will instead receive amigalent number of fully vested shares of restdcstock at a per share purchase price equal t
the par value of our common stock.

Executive Officer Compensation

Because we were only recently organized, meaningélividual compensation information is not aval&afor prior periods. The
following table sets forth the annual base salay @her compensation expected to be
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paid in 2004 to our chief executive officer and otlrer executive officers. We have entered intoleymment-related arrangements with these
executive officers which have become effectivednrection with this offering.

Summary Compensation Table

Annual Compensation Long-Term Compensation
Securities
Other Annual Long-Term Underlying
Base . Incentive Unit
Year Salary Compensatior Options (#) All Other_
o B 1) Bonus @ Compensation
Name and Principal Position )¢ $) %) Awards($) $)
le:hard A. Magnusorhn ExecutlYe Cha}rman 2002 150,00( %) . 969778 125,261 .
Michael F. Foust, Chief Executive Officer 200 350,000 ®) _ 3,297,25, 125,26 .
A. William Stein, Chief Financial Officer and Chikfvestment :

Officer o ‘ o 2002 290,00( @ = 1,697,11 80,81 =
Scott E. Peterson, Senior Vice President, Acqoisiti 2002 250,00 %) _ 1,260,70: 80,81 _
John O. Wilson, Executive Vice President, Technplog :

Infrastructure 200< 250,00( @ — — — —

(1) Amounts given are annualized projectionstieryear ending December 31, 2004 based on emptayegeeements which have become effective in cdaiorewith this offering. See
“—Employment Agreemen”

(2) Under the terms of Mr. Magnuson’s Executivea®man agreement, Mr. Magnuson will be eligiblegoeive an annual performance-based bonus withitzal target and maximum
level equal to 100% and 150% of annual base conapiens respectively. Under the terms of Mr. Foyd¥ls. Stein’s, Mr. Peterson’s and Mr. Wilson's eimyrinent agreements, these
executives will be eligible to receive annual perfanc-based bonuses with initial target and maximum kegual to 50% and 75% of base salary, respecti

(3) In connection with this offering, Messrs. Magon, Foust, Stein and Peterson have been gra@8eti49, 274,771, 141,426 and 105,059, respectivekted long-term incentive units
pursuant to our incentive award plan. These longr-iacentive units will not be transferable foreripd of three years from the date of grant antiredeive the same quarterly per unit
distributions as common units in our operating menghip, which equal per share distributions onammmon stock. Initially, long-term incentive unitéll not have full parity with
common units with respect to liquidating distrilouts. Upon the occurrence of specified events, tengrincentive units may over time achieve fullifyawith common units in our
operating partnership for all purposes, and theeshocrete to an economic value equivalent to ommeon stock on a one-for-one basis. If such paitgached, long-term incentive
units may be converted into an equal number of comumits of our operating partnership at any tieme] thereafter enjoy all the rights of common uaoftsur operating partnership.
However, there are circumstances under which thg-term incentive units will not achieve full parivith common units of our operating partnershiptiland unless such parity is
reached, the value that a holder will realize fgivaen number of lor-term incentive units will be less than the valueaofequal number of shares of our common si

Option Grants in 2004

Potential Realizable
Value at
Assumed Annual
Rates of Share

Exercise Price Appreciation
Percent of Total Price per for Option Term
Number of Securities Options Granted Common Expiration
0,
Underlying Options to Employees in ) ) 5%
Name to be Granted(#) 2004 Share® Date @ 10%
Richard A. Magnuson, Executive Chairrr 125,26: 15.5% $12 10/28/1+ $945,32° $2,395,64
Michael F. Foust, Chief Executive Offic 125,26: 15.5 12 10/28/1+ 945,32° 2,395,64
A. William Stein, Chief Financial Officer and Chibfvestment
Officer 80,81¢ 10.C 12 10/28/1+ 609,88¢ 1,545,581
Scott E. Peterson, Senior Vice President, Acqoiss 80,81¢ 10.C 12 10/28/1« 609,88t 1,545,58!
John O. Wilson, Executive Vice President, Technplog
Infrastructure — — — — —
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2004 Incentive Award Plan

We have adopted the 2004 Incentive Award Plan gft8liRealty Trust, Inc., Digital Services, Inc.dabigital Realty Trust, L.P. Th
incentive award plan provides for the grant of imteee awards to our and their employees, direcoid consultants (and our and their
respective subsidiaries). Awards issuable undemitentive award plan include stock options, restd stock, dividend equivalents, stock
appreciation rights, long-term incentive units,fcasrformance bonuses and other incentive awanaly. &r employees and employees of our
qualifying subsidiaries are eligible to receivedntive stock options under the incentive award .pféla have reserved a total of 4,474,102
shares of our common stock for issuance pursuahetincentive award plan, subject to certain adjests set forth in the plan. Each loteger
incentive unit issued under the incentive award p¥dl count as one share of stock for purposesatfulating the limit on shares that may be
issued under the plan and the individual awardtldisicussed below.

With respect to stock option grants and other asgrdnted to our independent directors, the pldiroe@iadministered by our board. W
respect to all other awards, the plan will be adsténed by our compensation committee or anothemaitiee designated by our board. Each
member of the committee that administers the pléiroe both a “non-employee director” within the ameng of Rule 16b-3 of the Securities
Exchange Act of 1934, as amended, and an “outsidetdr” within the meaning of Section 162(m) oétode. The incentive award plan
provides that the plan administrator has the aitthtir designate recipients of awards and to ddtegrthe terms and provisions of awards,
including the exercise or purchase price, expiratiate, vesting schedule and terms of exercise.

The incentive award plan provides that the maxinmumber of shares which may be subject to awardgepaany individual during any
calendar year will not exceed 1,118,526 shares.d¥ew this limit will not apply until the earliesf the first material modification of the plan,
the issuance of all of the shares reserved foraisseiunder the plan, the expiration of the platherfirst meeting of our stockholders at which
directors are to be elected that occurs more thiee tyears after the completion of this offering.

The exercise price of nonqualified stock optiond mrtentive stock options granted under the ineersiward plan must be at least 85%
and 100%, respectively, of the fair market valuewf common stock on the date of grant. Incentigeksoptions granted to optionees who ¢
more than 10% of our outstanding common stock erdtte of grant must have an exercise price tratlesast 110% of fair market value of
our common stock on the grant date. Stock optioastgd under the incentive award plan will expiodater than ten years after the date of
grant, or five years after the date of grant wébpect to incentive stock options granted to imlligls who own more than 10% of our
outstanding common stock on the grant date. Thehae price, if any, of other incentive awards bé&ldetermined by the plan administrator.

The incentive award plan also provides for theasse of restricted stock awards and other inceftivards to eligible individuals.
Restricted stock awards will generally be subjeduch transferability and vesting restrictionshesplan administrator shall determine. With
respect to other incentive awards under the plach as stock appreciation rights, performance-basedds, dividend equivalents, stock
payments and other stotlased awards, the plan administrator will deternttieeterms and conditions of such awards, inclutiegpurchase
exercise price, if any, of such awards, vesting@heér exercisability conditions, and whether theuals will be based on specified performe
criteria.

Long-term incentive units may be issued to eligjtéeticipants for the performance of services téoothe benefit of our operating
partnership. Long-term incentive units, whetherte@or not, will receive the same quarterly pet digtributions as common units in our
operating partnership, which equal per share distions on our common stock. Initially, long-temténtive units will not have full parity with
common units with respect to liquidating distrilams. Upon the occurrence of specified events, tengrincentive units may over time achi
full parity with common units in our operating paetship for all purposes, and therefore accresmteconomic value for participants
equivalent to our common stock on a one-for-onésb#ssuch parity is reached, vested long-terneimive units may be converted into an
equal number of common units of our
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operating partnership at any time, and thereafigryeall the rights of common units of our opergtpartnership. Holders of common units in
our operating partnership may elect to redeem thats for cash or, at our election, an equivatemhber of shares of our common stock, at
time beginning 14 months after the consummatiothisfoffering. However, there are circumstanceseunchich the long-term incentive units
will not achieve full parity with common units ofiopoperating partnership. Until and unless suclityp&r reached, the value that a participant
will realize for a given number of vested lotegm incentive units will be less than the valuanfequal number of shares of our common s
In connection with this offering, we will cause amperating partnership to issue an aggregate 801581 long-term incentive units to our
officers.

Cash performance bonuses payable under the ineemtiard plan may be based on the attainment ofipeaince goals that are
established by the plan administrator and relatm®or more performance criteria described irptha. Cash performance bonuses paid to
certain of our employees must be based upon obgbgtileterminable bonus formulas established im@atance with the plan, and the
maximum bonus payable to any such individual wétspect to any fiscal year may not exceed $2,000,000

The incentive award plan provides for formula gsawitlong-term incentive units to our independergators. In connection with this
offering and the formation transactions, each iedejent director who is an accredited investor le@nlgranted 6,448 long-term incentive
units. Commencing with the third annual meetingtotkholders following the completion of this offeg, such independent director will
receive 1,612 long-term incentive units on the aditeach annual meeting of stockholders at whiehitdependent director is reelected to the
board. Similarly, each independent director whimiigally elected to the board after the completadrthis offering will receive 6,448 long-term
incentive units on the date of such initial elestamd, commencing with the third annual meetingtoékholders following such initial election,
1,612 long-term incentive units on the date of emuhual meeting of stockholders at which the indepet director is reelected to the board. If
a non-employee director does not qualify as anré&dited investor” within the meaning of the fedesaturities laws on the date of any grant of
long-term incentive units, the director will notedve that grant of long-term incentive units, Wilt instead receive an equivalent number of
fully vested shares of restricted stock at a parespurchase price equal to the par value of onmoon stock.

In the event of certain corporate transactions@rahges in our corporate structure or capitalinatioe plan administrator may make
appropriate adjustments to (i) the aggregate numbertype of shares issuable under the incentiadplan, (ii) the terms and conditions of
any outstanding awards, including the number apd tf shares issuable thereunder, and (iii) thetgnaexercise price of each outstanding
award. In addition, in the event of a change inticdr{as defined in the plan), each outstandingrdweéhich is not converted, assumed or
replaced by the successor corporation will becoxeecésable in full. The plan administrator also Haes authority under the incentive award
plan to take certain other actions with respecutstanding awards in the event of a corporatesgetion, including provision for the cash-out,
termination, assumption or substitution of suchrasalf a change in control occurs and outstandingrds are not converted, assumed, or
replaced by a successor entity, then immediatéty pv the change in control such awards will beeduily exercisable and all forfeiture
restrictions on such awards will lapse.

With the approval of our board, the plan admintstranay at any time terminate, amend or modifyitleentive award plan, provided that
to the extent necessary and desirable to comply aviyy applicable law, regulation, or stock exchande, we must obtain stockholder apprc
of any amendment in such a manner and to suchraeleg required, and without the approval of cagldtolders, no amendment may increase
the maximum number of shares issuable under thentive award plan, permit the plan administratagriant options with an exercise price
is below the fair market value on the date of granpermit the plan administrator to extend theredse period for an option beyond ten years
from the date of grant. In addition, no stock optinay be amended to reduce the exercise priceeadttires subject thereto below the exercise
price on the date on which the stock option is tpdnand, subject to the plan’s adjustment prousioo stock option may be granted in
connection with the cancellation or surrender of stock option having a higher per share exerdiig pAny termination, amendment or
modification of the incentive award plan which nréathy
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adversely affects any outstanding award requirepttor written consent of the affected holder. Teentive award plan will terminate on the
earlier of the expiration of ten years from theediiat it is adopted by our board or the expiratibten years from the date it is approved by
stockholders. No award may be granted under theaftar its termination, but awards that are outditag at such time will remain in effect.
The incentive award plan became effective as ofittte it was approved by our stockholders prigh&ocompletion of this offering.

The incentive award plan provides that no participa the plan will be permitted to acquire, orhMiave any right to acquire, shares
thereunder if such acquisition would be prohibibyadhe stock ownership limits contained in our ¢&aor would impair our status as a REIT.

We intend to file with the Securities and Excha@geanmission a Registration Statement on Form S-8rog the shares of common
stock issuable under the incentive award plan.

Employment Agreements

We have entered into employment agreements, eféeat of the pricing of this offering or such earlilate as may be mutually agre
upon by the parties, with Messrs. Foust, SteinRetgrson. We have also entered into an employngeeément with Mr. Wilson which will
become effective upon the completion of this offgror such earlier date as we and Mr. Wilson magually agree upon, provided that our
operating partnership shall have acquired all efgtoperties and assets that are covered in thdlmaion agreement between our operating
partnership and certain of the parties who areritariing 200 Paul Avenue and 1100 Space Park Dfiie. employment agreements provide
for Mr. Foust to serve as our Chief Executive GifiaMr. Stein to serve as our Chief Financial Gffiand Chief Investment Officer, Mr.
Peterson to serve as our Senior Vice Presidentidicipns and Mr. Wilson to serve as our Execulivee President, Technology
Infrastructure.

The employment agreements with Messrs. Foust agid Bave a term ending on the second anniversatheofompletion of this offerin
The employment agreements with Messrs. Petersoiélisdn provide that their employment with us is-tell” and may be terminated by
either the executive or us upon 30 days’ advandenwmotice.

The employment agreements provide for (i) an anbasé salary of $350,000 for Mr. Foust, $290,000Mn Stein, $250,000 for Mr.
Peterson and $250,000 for Mr. Wilson, subject twease in accordance with our policies as in effech time to time, (i) eligibility for an
annual cash performance bonus under our incentimasplan based on the satisfaction of performgoeds established in accordance with
terms of such plan, and (iii) medical and othegravelfare plan coverage and fringe benefits preditb similarly-situated executives. Each
executive’s target and maximum annual bonus witlidiy be 50% and 75%, respectively, of his baaky. With respect to Messrs. Foust and
Stein, these bonus provisions will apply until #eliest to occur of (i) the first material modéton of the bonus plan (within the meaning of
Section 162(m) of the Code), (ii) the expiratiortted bonus plan, (iii) our first annual stockhoklareeting that occurs after the close of the
third calendar year following the calendar yeawhrich our initial public offering occurs, or (ivush other date required by Section 162(m) of
the Code. Pursuant to the employment agreementspimection with this offering and the formatioartsactions, we have issued to each of
Messrs. Foust, Stein and Peterson that numbengttierm incentive units of our operating partngsshihich is equal to 17%, 8.75% and 6.5%,
respectively, of a management pool consisting 18,299 units. Pursuant to the grant agreememsetlong-term incentive units will not be
transferable for a period of three years from thte @f grant and will receive the same quarterlyymit distributions as common units in our
operating partnership, which equal per share distions on our common stock. Initially, long-temeéntive units will not have full parity with
common units with respect to liquidating distrilmns. Upon the occurrence of specified events, tengrincentive units may over time achi
full parity with common units in our operating paetship for all purposes, and therefore accretmteconomic value equivalent to our
common stock on a one-for-one basis. If such p#&itgached, long-term incentive units may be caedeinto an equal number of common
units of our operating partnership at any time,
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and thereafter enjoy all the rights of common uaftsur operating partnership. However, there @@imstances under which the long-term
incentive units will not achieve full parity wittommon units of our operating partnership. Until amtess such parity is reached, the value
a holder will realize for a given number of longreincentive units will be less than the value ofegiual number of shares of our common
stock. The long-term incentive units were issuedaoh executive as part of his compensation faices rendered to or for the benefit of our
operating partnership. In addition, in connectidthwhis offering, each of Messrs. Foust, Stein Betkrson was granted an incentive stock
option to purchase that number of shares of oumeomstock which is equal to 15.5%, 10.0% and 10.1@%pectively, of a management pool
consisting of 808,149 options. The options weraddsto each executive in his capacity as an emplojéhe REIT or its subsidiary
corporations. The per share exercise price of sptions is equal to the initial public offering @ei Subject to the executive’s continued
employment with us, the options will vest in eqaahual installments of 25% on each of the first fanniversaries of the date of grant. In the
event of a change in control of our company, th@aog will vest in full. The long-term incentive i and the stock options were awarded
under our incentive award plan.

The employment agreements also provide that ifxa@cw@ive’s employment is terminated by us withatduse” or, in the case of Messrs.
Foust and Stein, by the executive for “good reageath as defined in the employment agreements), Bubject to the executive’s execution
and non-revocation of a general release of claihesexecutive will be entitled to receive a lumprsseverance payment in an amount equal to
100% (in the case of Messrs. Foust and Stein) @ 60 the case of Messrs. Peterson and Wilso)estum of his then current annual base
salary plus target annual bonus. If, however, saohination occurs within one year after a chamgeointrol of our company or within the six
month period immediately preceding a change inrobint connection with the change in control, timeoaint of the executive’s severance
payment will be equal to 200% (in the case of MedsSoust and Stein) or 100% (in the case of MeB&t®rson and Wilson) of the sum of his
then current annual base salary and target anouaish(or if greater, the executive’s annual bommugHe preceding year). In addition, in such
event, all outstanding stock options and othertgepased awards held by the executive will beconfly fested and exercisable on the later to
occur of the termination of employment or the clamgcontrol. The executive will not be entitledaloy such payment or benefit if the
termination of his employment results from his disty or death. Mr. Foust’s and Mr. Stein’s empfognt agreements provide that if their
employment is terminated by us within the six merhior to, or twelve months after, a change intinthe termination will be presumed to
be without cause.

In the event that Mr. Foust or Mr. Stein voluntatiérminates his employment without good reasoarpd the end of the employment
term, the employment agreement provides that we etemt to retain him as a consultant for a periodireg not later than the earlier of the first
anniversary of his termination of employment or skeond anniversary of the completion of this afigrUnder this arrangement, the exect
will be obligated to perform up to 10 hours of calting services per month and we will pay him asdting fee in an amount equal to the base
salary that he would have received for the consgyltieriod had he remained employed by us. Sulijdbietexecutive’s compliance with the
confidentiality, non-solicitation and non-competerenants discussed below, the consulting fee ialgayin full in a lump-sum upon
completion of the consulting period.

Messrs. Foust and Stein are each entitled to aitiau tax gross-up payment under their employnagreement if any amounts paid or
payable to the executive would be subject to theésextax on certain so-called “excess parachutepags” under Section 4999 of the Code.
However, if a reduction in the payments of 10%emsIwould render the excise tax inapplicable, therpayments will be reduced by such
amount and we will not be required to make the gHqs payment.

The employment agreements also contain standafitleatiality provisions which apply indefinitely dmon-solicitation provisions
which will apply during the term of the executive@mployment and for a one year period thereaftemienths in the case of Messrs. Peterson
and Wilson) or, in the case of Messrs. Foust arthStor the duration of the consulting periodaier. In addition, Messrs. Foust's and Stein’s
employment
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agreements provide that they generally may not edenywith us through the acquisition or ownershipechnologyrelated real estate proper
in the United States or Europe during the termhefrtemployment with us or the period during whiltly are providing consulting services to
us. This covenant will not prohibit Messrs. FousStein from making investments in which they owsd than a 9.5% beneficial interest and
have no active management role and, under limitedmstances, investments in which they own moaa t# 9.5% interest.

Mr. Wilson’s employment agreement also provides kil continued involvement as a member or directdhe Cambay Group, the
eXchange parties and related entities during higlegment will not in and of itself violate his enggiment agreement with us.

Executive Chairman Agreement

We have entered into an agreement with Mr. Magnusfiective as of the pricing of this offering arch earlier date as we and Mr.
Magnuson may mutually agree upon, pursuant to wivieland our operating partnership will employ hsrExecutive Chairman of our board
of directors. Mr. Magnuson’s employment agreemest& term ending on the second anniversary ofdimpletion of this offering. The
agreement subjects Mr. Magnuson to the confidetytiadon-solicitation and non-compete covenantsuised below. Under the agreement,
Mr. Magnuson has agreed to waive his right to rexail cash compensation payable to him for seramg member of our board of directors.
This waiver will remain in effect until such time &I Partners ceases to own at least a 10% bealefitérest in our operating partnership (on a
fully diluted basis). Prior to that time, Mr. Magsan will be entitled to base compensation durirsgemployment equal to $150,000 per year
and an annual bonus based on the satisfactionrfafrpeance goals established under our applicabtei®plan. During this period, Mr.
Magnusons target and maximum annual bonus will be 100%1&@%6, respectively, of his annual base compenséfiffactive at such time i
Gl Partners ceases to own such a 10% beneficesit, and continuing during his employment, Mrgiiason will be entitled to base
compensation equal to $300,000 per year and arehboaus based on the satisfaction of performaneé¢sgestablished under our applicable
bonus plan. Mr. Magnuson'’s target and maximum ahipoiaus during this period will be 50% and 75% pesgively, of his annual base
compensation. Mr. Magnuson'’s target and maximunub@mounts set forth above will apply until thelieat to occur of (i) the first material
modification of the bonus plan (within the meanafdsection 162(m) of the Code), (ii) the expiratmfithe bonus plan, (iii) our first annual
stockholders meeting that occurs after the clogaethird calendar year following the calendarryieavhich our initial public offering occurs,
or (iv) such other date required by Section 162gfithe Code.

Pursuant to the agreement, in connection withdfiexing and the formation transactions, we hageésl Mr. Magnuson that number of
long-term incentive units of our operating parthgrequal to 50% of a management pool consistin &f6,299 units. The longrm incentiv:
units were issued to Mr. Magnuson as part of hispensation for services rendered to or for the fitesfeour operating partnership. These
long-term incentive units will not be transferafide a period of three years from the date of geartt will receive the same quarterly per unit
distributions as common units in our operating pemthip, which equal per share distributions onamimmon stock. Initially, long-term
incentive units will not have full parity with coman units with respect to liquidating distributiot#pon the occurrence of specified events,
long-term incentive units may over time achieve farity with common units in our operating parttap for all purposes, and therefore
accrete to an economic value equivalent to our comgtock on a one-for-one basis. If such paritg&hed, long-term incentive units may be
converted into an equal number of common unitsuofaperating partnership at any time, and thereafi@y all the rights of common units of
our operating partnership. However, there are oistances under which the long-term incentive umilisnot achieve full parity with common
units of our operating partnership. Until and ualesch parity is reached, the value that a holdérealize for a given number of long-term
incentive units will be less than the value of gna number of shares of our common stock. In &dditn connection with this offering, we
have granted Mr. Magnuson an incentive stock optiqourchase that number of shares of our commak sthich is equal to 15.5% of a
management pool consisting of 808,149 options.dgt®n was issued to Mr. Magnuson in his capadgtam@employee of the REIT or its
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subsidiary corporations. The per share exercise @f the options is equal to the initial publieving price. Subject to Mr. Magnuson’s
continued employment or directorship with us, tp&ans will vest in equal annual installments of26n each of the first four anniversaries of
the date of grant. In the event of a change inrobof our company, the options will vest in fullhe long-term incentive units and the stock
options were awarded to Mr. Magnuson under ourritice award plan.

The agreement also provides that, subject to MigrMiaon’s execution and non-revocation of a genetaase of claims, if he is not
reelected to our board or if we remove or fail toninate him (other than for “cause,” as definethimagreement), we will pay him a lurspm
payment in an amount equal to the sum of (x) tleatgr of $300,000 or 100% of his then current ahipase compensation as described above
plus (y) his then current target annual bonushdfyever, such termination occurs within one yetaraf change in control of our company or
within the six month period immediately before arfe in control in connection with the change intoa, the amount of this payment will be
equal to 200% of the sum of (x) the greater of $300 or his then current annual compensation plubi$ target annual bonus (or if greater,
his annual bonus for the preceding year). In aalditin such event, all outstanding stock optiors ather equity-based awards held by Mr.
Magnuson will become fully vested and exercisall¢h® later to occur of the termination of direstop or the change in control. If Mr.
Magnuson remains employed by us after his direbtprierminates, he will not be entitled to thesgrpants or benefits until his employment
terminates. Mr. Magnuson will not be entitled tegh payments or benefits if the termination ofdnisctorship results from his disability or
death. Mr. Magnuson’s employment agreement prowaasif his directorship is terminated by us witlihe six months prior to, or twelve
months after, a change in control, the terminatidhbe presumed to be without cause.

In the event that Mr. Magnuson voluntarily termeshis employment prior to the end of the employntenm, the employment
agreement provides that we may elect to retaindsira consultant for a period ending not later tharearlier of the first anniversary of his
termination of employment or the second anniversfithe completion of this offering. Under thisamgement, Mr. Magnuson will be
obligated to perform up to 10 hours of consultiegvices per month and we will pay him a consulfegin an amount equal to the base
compensation that he would have received for timswaiting period had he remained employed by usje8uto Mr. Magnuson’s compliance
with the confidentiality, non-solicitation and naompete covenants discussed below, the consuémisfpayable in full in a lump-sum upon
completion of the consulting period.

Mr. Magnuson is also entitled to an additional gaass-up payment under his agreement if any amgaidsor payable to him would be
subject to the excise tax on certain so-called ésg@arachute payments” under Section 4999 of dlde.GHowever, if a reduction in the
payments of 10% or less would render the excisén&pplicable, then the payments will be reducedixh amount and we will not be
required to make the gross-up payment.

The agreement provides that Mr. Magnuson’s employméth us is not exclusive and, subject to theficlemtiality, non-solicitation and
non-compete covenants discussed below, will nat kn. Magnuson’s ability to provide services toyasther person or entity, including CB
Richard Ellis Investors, where he will remain enygd following completion of this offering, or it$fidiates and GI Partners. Mr. Magnuson’s
agreement contains standard confidentiality provisiwhich apply indefinitely and non-solicitatioropisions which will apply during the term
of his employment or directorship and continuetfar duration of the consulting period or a one yeaiod after termination of his employm
or directorship (whichever is later). In additidvic. Magnuson’s employment agreement provides teagdnerally may not compete with us
through the acquisition or ownership of technologlated real estate properties in the United Stat&surope during the term of his
employment with us or the period during which heraviding consulting services to us. This covenaititnot prohibit Mr. Magnuson from
providing management or other services in respleaal estate which does not involve the acquisito ownership by him of technology real
estate, or making investments in which he ownstleams a 9.5% beneficial interest and has no aciaragement role and, under limited
circumstances, investments in which he owns mae ¢9.5% interest.
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401(k) Plan

Under the client services arrangement which we leaered into with the PEO, both we and the PEOraeaded to be -employers o
our employees. Accordingly, our employees are laliigio participate in the PEO’s 401(k) plan, aregtient savings plan that is intended to be
tax-qualified under Section 401(a) of the Code.

Indemnification Agreements

We intend to enter into indemnification agreemavith each of our executive officers and directdwat twill obligate us to indemnify
them to the maximum extent permitted by Maryland. [@he form of indemnification agreement provideatt

« If a director or executive officer is a party ottliseatened to be made a party to any proceedihgr than a proceeding by orin 1
right of our company, by reason of such directorexecutive officer’'s status as a director, offioeemployee of our company, we
must indemnify such director or executive officer &ll expenses and liabilities actually and reasbnincurred by him or her, or on
his or her behalf, unless it has been establidned

. the act or omission of the director or executiviicef was material to the matter giving rise to fneceeding and was
committed in bad faith or was the result of activel deliberate dishones

. the director or executive officer actually receiadimproper personal benefit in money, propertgtber services; ¢

. with respect to any criminal action or proceedithg, director or executive officer had reasonableseao believe that his or
her conduct was unlawft

« If a director or executive officer is a party ottliseatened to be made a party to any proceedirmg bythe right of our company
procure a judgment in our company'’s favor by reasfosuch director’s or executive officer’s statgsaadirector, officer or employee
of our company, we must indemnify such directoexecutive officer for all expenses and liabiliteegtually and reasonably incurred
by him or her, or on his or her behalf, unlessa# been established th

. the act or omission of the director or executiviicef was material to the matter giving rise to fneceeding and was
committed in bad faith or was the result of activel deliberate dishonesty;

. the director or executive officer actually receiadimproper personal benefit in money, propertgtber services

provided, however, that we will have no obligattorindemnify such director or executive officer il expenses and liabilities
actually and reasonably incurred by him or heQrohis or her behalf, if it has been adjudged siah director or executive officer is
liable to us with respect to such proceeding.

» Upon application of a director or executive officrour company to a court of appropriate jurisdict the court may order
indemnification of such director or executive offidf:

. the court determines that such director or exeeutf¥icer is entitled to indemnification under tieplicable section of tr
MGCL, in which case the director or executive dadfishall be entitled to recover from us the expgrdasecuring such
indemnification; ol

. the court determines that such director or exeeuflicer is fairly and reasonably entitled to ina@fication in view of all the
relevant circumstances, whether or not the diremt@xecutive officer has met the standards of aohget forth in the
applicable section of the MGCL or has been adjudgdyde for receipt of an improper personal benefitler the applicable
section of MGCL; provided, however, that our indéfication obligations to such director or executfficer will be limited
to the expenses actually and reasonably incurrddrbyor her, or on his or her behalf, in connectigth any proceeding by
in the right of our company or in which the officardirector shall have been adjudged liable foeijt of an improper
personal benefit under the applicable section @MIGCL.
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* Notwithstanding, and without limiting, any othewopisions of the agreements, if a director or exigeufficer is a party or i
threatened to be made a party to any proceedimgdson of such director’s or executive officeratss as a director, officer or
employee of our company, and such director or ekexofficer is successful, on the merits or othiseyas to one or more but less
than all claims, issues or matters in such procggdie must indemnify such director or executivigcef for all expenses actually
and reasonably incurred by him or her, or on hisesrbehalf, in connection with each successfoived claim, issue or matter,
including any claim, issue or matter in such a peating that is terminated by dismissal, with ohwitt prejudice

* We must pay all indemnifiable expenses in advarit¢eeofinal disposition of any proceeding if theaditor or executive office
furnishes us with a written affirmation of the diter's or executive officer’'s good faith belief titae standard of conduct necessary
for indemnification by our company has been metamditten undertaking to reimburse us if a cofit@mpetent jurisdiction
determines that the director or executive offisemat entitled to indemnificatiol

We must pay all indemnifiable expenses to the threar executive officer within 20 calendar dayBdaing the date the director or executive
officer submits proof of the expenses to us.

Insofar as indemnification for liabilities arisingpder the Securities Act of 1933, as amended, regyebmitted to directors, officers or
persons controlling the registrant pursuant toftinegoing provisions, the registrant has been mét that in the opinion of the Securities and
Exchange Commission such indemnification is againblic policy as expressed in the Act and is tfeeeeunenforceable.

Compensation Committee Interlocks and Insider Parttipation
There are no compensation committee interlocksnama of our employees participate on the compemsatmmittee.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Acquisition of Certain Properties by Gl Partners Prior to the Formation Transactions

Through various transactions during the two yeai@ po this offering and the formation transacgp®| Partners acquired the following
properties (the aggregate purchase price paid la®hers for each property is indicated parernthbyi): Camperdown House ($34,014,000);
Hudson Corporate Center ($57,030,000); NTT/Verieniter Data Center ($28,500,000); VarTec Building2$00,000); Ardenwood
Corporate Park ($57,000,000); ASM Lithography Rac{$22,400,000); AT&T Web Hosting Facility ($1%8,000); Brea Data Center
($10,150,000); Granite Tower ($33,200,000); Maxttanufacturing Facility ($25,000,000); Stanford RIdc($35,050,000); 100 Technology
Center Drive ($38,100,000); Siemens Building ($0©,200); Carrier Center ($75,000,000); Savvis [@xater ($60,000,000); Comverse
Technology Building ($58,000,000); Webb at LBJ (889,000); AboveNet Data Center ($36,500,000) d&uaeData Center (75% interest for
$9.6 million, with an option to purchase the renragni25% interest for approximately $4.7 million).

Gl Partners Contribution Agreement

Gl Partners is party to a contribution agreemetti wir operating partnership pursuant to which &trers will contribute its direct or
indirect interests in a portfolio of propertiesth@ operating partnership in exchange for unite. ‘S¢ructure and Formation of Our Company—
Formation Transactions.” Under Gl Partners’ conttitn agreement, Gl Partners will directly recedde930,695 units. The aggregate value of
the units to be issued to Gl Partners is $383.Ramjlbased upon the initial public offering priéhe aggregate historical combined net tan
book value of the interests to be contributed tby &1 Partners was approximately $114.6 milliooadune 30, 2004.

Gl Partners’ contribution agreement provides thatwill assume or succeed to all of the contributaghts, obligations and
responsibilities with respect to the properties tredproperty entities contributed. It containsresgntations and warranties by Gl Partners to
our operating partnership with respect to the dimiand operations of the properties and interesk®e contributed to us and certain other
matters. With some exceptions, Gl Partners hasddreindemnify our operating partnership for breatthese representations and warranties
on or prior to February 15, 2006, subject to a $300 deductible and up to a maximum of $15.0 milli@! Partners will pledge units to our
operating partnership with a value, based on thee grer share of our common stock in this offeriegyal to $15.0 million, in order to secure
its indemnity obligations, and except in limitedocimstances, these units will be the sole recoafrser operating partnership in the case of a
breach of a representation or warranty or othemcfar indemnification.

In connection with this offering and the formatimansactions, Gl Partners will cause the entitias dwn the properties being contribu
to us to make special distributions payable to @trrers in an aggregate amount that we currentlgipate will be no greater than $8.0
million. These distributions are intended to baimamount calculated to approximate customary cacialeeal estate prorations, whereby the
buyer and seller apportion rents, taxes, utiliteesssrowed or restricted funds and other operatipgrses. Such distributions were contempl
by the parties in connection with determining tggragate consideration to be received by Gl Pastaeder its contribution agreement.

eBay Data Center Purchase Agreement

Gl Partners is a party to a purchase and sale mgrgevith our operating partnership pursuant tocli@| Partners will transfer its 75%
direct or indirect interest in the entity that owthe eBay Data Center property for a purchase jmicash equal to the amount paid by Gl
Partners to acquire the property plus transactimtscand expenses, for a maximum aggregate prigppobximately $10.3 million. The
purchase and sale agreement contains represestatidnvarranties by Gl Partners to our operatimgpeship with respect to the interests to

129



Table of Contents

be transferred to us and certain other matter§a@tners has agreed to indemnify us for breachesfe representations and warranties on or
prior to February 15, 2006.
Aggregate Consideration to Gl Partners

The following table sets forth the aggregate caersition we will pay for GI Partne’ properties (in thousands, valuing units based t
the initial public offering price:

Debt Debt
Assumed Assumed

Cash Value of and and Not Total Value of

Property Location Payment: Units Repaid(1) Repaid(1) Consideration
100 Technology Center Dri\ $ — $ 19,76¢ $ — $ 20,00( $ 39,76¢
36 Northeast Second Stre — 17,773 17,78( — 35,557
AboveNet Data Center — 20,64¢ 27,37 — 48,02(
Ardenwood Corporate Pa — 40,66 — 38,00 78,66
ASM Lithography Facility — 10,54: 13,90: — 24,44t
AT&T Web Hosting Facility — 1,99¢ — 8,77 10,76¢
Brea Data Center — 5,55¢ 7,612 — 13,17:
Camperdown Hous — 20,70: — 23,07¢ 43,78!
Carrier Center — 34,42¢ 30,13®@ 26,00 90,56¢
Comverse Technology Buildir — 23,69¢ 43,50(® — 67,19¢
eBay Data Centé?) 2,367 — — 7,95( 10,31z
Granite Towel — 18,56 — 21,64* 40,21:
Hudson Corporate Center — 31,25( 42,774 — 74,02:
Maxtor Manufacturing Facilit — 18,89% — 18,00( 36,89
NTT/Verio Premier Data Cent _ 22,35’ — 19,25(4 41,60
Savvis Data Center — 15,19: 45,00(@ — 60,19:
Siemens Building — 8,59( 12,90(® — 21,49(
Stanford Place | — 15,76¢ — 26,00( 41,76
Univision Tower — 44,59¢ 50,83 — 95,43:
VarTec Building _ 7,41( _ 7,75 15,16(
Webb at LBJ — 11,14¢ 34,38 — 45,53¢
Unallocated Deb® — (6,367) 6,117 — (245)
Subtotal $ 2,36: $383,17( $332,32¢ $216,45( $ 934,30¢

(1) Debt balances reflect estimated balances as ofiNbee5, 2004

(2) Represents allocated indebtedness under the sdmidgé loan related to the purchase of these ptiepeby Gl Partner:

(3) Represents the purchase of a 75% interest in thjzepty.

(4) Represents a portion of the mortgage and mezzamiebtedness related to these proper

(5) Represents 90% of the indebtedness encumberingdperty. The remaining 10% of such indebtednessallacated to the minority owner of the prope
(6) Unallocated debt represents indebtedness of Ghé&tarhot specifically allocated to individual prapes that will be repaid in connection with thi$esing.

Purchase of Operating Partnership Units from CalPERS and Global Innovation Contributors

Immediately following the completion of this offag, Gl Partners will make a pro rata allocatioragcordance with their respecti
interests and with the terms of its constitutiveutaents, to its investors, CalPERS and Global Iation Contributors, LLC, or Gl
Contributors, of a portion of the operating parsigp units received by Gl Partners in the formatransactions (having an aggregate value of
approximately $81.7 million based on the publiedfig price of our common stock in this offeringhd immediately thereafter, we will
purchase from these investors the operating pattigeunits allocated to them at a price per unitaé¢p the per share public offering price of
our common stock in this offering, net of underimgt
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discounts and commissions and financial advisoeg feayable to the underwriters. If the underwriearcise their over-allotment option, Gl
Partners will make an additional pro rata allocatio CalPERS and Gl Contributors of an aggregatebau of operating partnership units ec
to the number of shares sold pursuant to such iseend we will purchase such operating partnpnghits from CalPERS and GI Contribut
at a price per unit equal to the per share pubfferiog price, net of underwriting discounts androuissions and financial advisory fees pay:
to the underwriters. The units purchased by us f@alPERS and GI Contributors will automatically eert from limited partner interests to

general partner interests upon purchase by us.

Richard Magnuson, the Executive Chairman of ourdoé directors, Michael Foust, our Chief Executficer and a member of our
board of directors, and Scott Peterson, our S&fiwe President, Acquisitions, are minority investor Gl Contributors, and will receive in the
aggregate less than 0.1% of the total cash paitshy CalPERS and GI Contributors, consistent thighpercentage of their total capital
commitment in Gl Partners. See “—Other BenefitRétated Parties and Related Party Transactions.”

200 Paul Avenue and 1100 Space Park Drive Contribigin Agreement

San Francisco Wave eXchange, LLC, Santa Clara W&ebange, LLC and eXchange colocation, LLC, refétrebelow as th
eXchange parties, are parties to a contributioregent with our operating partnership pursuanthizhvthe eXchange parties will contribute
their interests in 200 Paul Avenue, 1100 Space Psrle, the eXchange colocation business and apecified assets and liabilities to the
operating partnership in exchange for cash and.uBée “Structure and Formation of Our Company—F@ion Transactions.” Under the
eXchange parties’ contribution agreement, the eXghaarties will directly receive $15.0 milliondéash and 5,935,846 units. In addition, we
will assume $62.8 million of indebtedness encumitgthe properties. The eXchange parties are uredfi with Gl Partners; however John O.
Wilson, our Executive Vice President, Technologlydatructure, owns a 10% interest in the eXcharagtgs.

The eXchange parties’ contribution agreement presithat we will assume or succeed to all of therdmurtors’ rights, obligations and
responsibilities with respect to the properties #redproperty entities contributed. It containsresgntations and warranties by the eXchange
parties to our operating partnership with respet¢hé condition and operations of the propertigbsiaterests to be contributed to us and certain
other matters. The eXchange parties have agreiedemnnify our operating partnership for breachh&fse representations and warranties on or
prior to February 15, 2006, subject to a $150,08dudtible and up to a maximum of $5.0 million. Xchange parties will pledge units to «
operating partnership with a value, based on tlee grer share of our common stock in this offeriegyal to $5.0 million, in order to secure its
indemnity obligations, and, except in limited cintstances, these units will be the sole recourseiobperating partnership in the case of a
breach of a representation or warranty or othémcfar indemnification.

Under the eXchange parties’ contribution agreemeathave agreed to indemnify each eXchange paginagadverse tax consequences
in the event our operating partnership directlyndirectly, sells, exchanges or otherwise dispasda/hether by way of merger, sale of assets
or otherwise) in a taxable transaction any inteire800 Paul Avenue or 1100 Space Park Drive timilearlier of the ninth anniversary of the
completion of this offering and the date on whiebge contributors hold less than 25% of the uséised to them in the formation transactions.
The 200 Paul Avenue and 1100 Space Park Drive piepeepresented 14.6% of our portfolio’s annualizent as of June 30, 2004. These tax
indemnities do not apply to the disposition of strieted property pursuant to a transaction deedribh Section 721, 1031 or 1033 of the Code,
or other applicable non-recognition provision unter Code.

Under the eXchange parties’ contribution agreemeatagreed to make $20 million of indebtednesslalviai for guaranty by these
parties until the earlier of the ninth anniversafyhe completion of this offering and the datevdrich these contributors or certain transferees
hold less than 25% of the units issued to therhénformation transactions. Among other things, éhmsaranties of debt allow the eXchange
parties to defer the recognition of gain in conimectvith the formation transactions.
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Aggregate Consideration to the eXchange Parties

The following table sets forth the considerationwilk pay for the eXchange part’ properties (in thousands, valuing units based t
the initial public offering price):

Debt Debt
Assumed Assumed
Cash Value of and and Not Total Value of
Property Location Payments Units Repaid(1) Repaid(1) Consideration
200 Paul Avenu $14,59: $56,99¢ $ — $46,90¢ $ 118,49
1100 Space Park Dri 407 14,23¢ 15,91 — 30,55¢
Subtotal $15,00C $71,23( $15,91: $46,90¢ $ 149,05:

(1) Debt balances reflect estimated balances as ofNbege5, 2004

200 Paul Avenue and 1100 Space Park Drive Properiyanagement Agreement

Concurrent with the consummation of this offering, will enter into a property management agreemétht the eXchange patrties. V
entered into this agreement in order to maintaimtinaity of management until we internalize our ety management function, which we
intend to do in the months following completiontbis offering. Under the terms of the agreemerd,eélchange parties will generally
supervise the operation and management of the 200A%enue and 1100 Space Park Drive propertiex@mange for a monthly management
fee in the amount of 2% of the gross monthly remid other revenues received from the propertieswiNée responsible for all leasing
commissions and costs of on-site employees of Xuh&nge parties. We will pay the eXchange partiliteonal fees to supervise major
rehabilitation, remodeling, repair, or constructimojects. The initial term of this agreement Wil for one year following completion of this
offering, but will automatically extend on a monttiasis subject to cancellation by either party.

Partnership Agreement

Concurrently with the completion of this offeringe will enter into a partnership agreement with\thgous limited partners of our
operating partnership, including Gl Partners. Pamsto the partnership agreement, persons holdiitg as a result of the formation
transactions will have rights beginning 14 monttierahe completion of this offering, to cause operating partnership to redeem each of-
units for cash equal to the then-current markeievalf one share of common stock, or, at our electmexchange their units for shares of our
common stock on a one-for-one basis. See “Desonf the Partnership Agreement of Digital Realtyst, L.P.”

Executive Chairman and Employment Agreements

We have entered into employment agreements witkexecutive officers as described in “Management—pByment Agreements” and
an agreement with the Executive Chairman of ourdoédirectors as described in “Management—Ex&euthairman Agreement,” that will
become effective in connection with this offeringdahe formation transactions. These agreementséderdor salary, bonuses and other
benefits, including, severance benefits upon aiteation of employment, as well as vested long-tereentive units and option awards, among
other matters.

We have also issued 6,448 long-term incentive daitsach of our outside directors under our ineergiward plan.

Indemnification of Officers and Directors

Effective upon completion of this offering, we waéhter into an indemnification agreement with eafcbur executive officers and
directors as described in “Management—Indemnificathgreements.”
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Carrier Center Option and Right of First Offer Agre ements

We have entered into an option agreement with &hBes granting our operating partnership the rtghtcquire the Carrier Cent
property. We intend to exercise the Carrier Ceoftion simultaneously with, or shortly after, coein of this offering and consummation of
the formation transactions. See “Business and Ptiepe-Description of Initial Portfolio—Telecommumitions Infrastructure Properties—
Carrier Center.” We may exercise the Carrier Ceopdion for 2,868,846 operating partnership unitargy time until seven months after the
date of this prospectus and thereafter may exetigis@ption for a number of operating partnershifis equal to a set dollar value, plus
amounts spent by Gl Partners for capital expenektuienant improvements and leasing commissiorefitiag the Carrier Center property
subsequent to the date of this prospectus, divigettie then-current market price of our stock. Veeeha right of first refusal during the option
term with respect to any proposed sale of Carretér at the lower of the price set forth above amyglproposed offer price to a third party.
Our option expires on December 31, 2005, or eanfi@n the completion of the dissolution of Gl Pargnor if we do not exercise our right of
first refusal and the property is transferred thied party.

We also have right of first offer agreements webkpect to each of the Denver property and the Fuanroperty, each of which is
currently owned by Gl Partners. Pursuant to thgseeanents, we have the right to make the firstraéfg@ourchase these properties if Gl
Partners decides to sell them. If we make an dfffgris rejected, Gl Partners may sell such prgperit only to a third party within 180 days
thereafter, on terms that are better than the tefrosr offer or the unsolicited offer that we ekt not to match. Any purchase by us of these
properties may be paid by us with units, with each valued at the then-fair market value of a sfafrour common stock, or in cash. The right
of first offer agreements will expire on the earlié December 31, 2009, upon the completion ofdissolution of Gl Partners and the date on
which GI Partners no longer owns the subject prtyper

Registration Rights

As limited partners of our operating partnershipP@rtners and other contributors will receive ségition rights to cause us, beginning
14 months after the completion of this offeringregister shares of our common stock acquired émtim connection with their exercise of
redemption/exchange rights under the partnershipeagent. We have also agreed to grant registratibis to Gl Partners with respect to any
units issued under the Carrier Center option agee¢mr the Denver or Frankfurt right of first offegreements. See “Shares Eligible for Future
Sale—Registration Rights.”

Transition Services Agreement with CB Richard Ellisinvestors

We have entered into a transition services agreewmiéin CB Richard Ellis Investors pursuant to whicB Richard Ellis Investors will
provide us with transitional accounting and otrewies for an interim period. We anticipate ttns interim period will last approximately
two fiscal quarters but in no event can extend hdyldecember 31, 2005. We will be required to payRiéhard Ellis Investors a one-time fee
of $58,500 for these services, and will also beiregl to reimburse CB Richard Ellis Investors feasonable travel and other out of pocket
expenses.

Employment Relationships

Richard A. Magnuson, our Executive Chairman, Mid¢had-oust, our Chief Executive Officer and ScotPeterson, our Senior Vice
President, Acquisitions, are presently employeegSBRichard Ellis Investors. Mr. Magnuson will reiman employee of CB Richard Ellis
Investors following completion of this offering.fE&€tive upon completion of this offering, the empieent of Messrs. Foust and Peterson with
CB Richard Ellis Investors will terminate and theyl become our full-time employees. See “ManagetreBmployment Agreements.”
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Gl Partners Loan Agreement

In connection with this offering, we have borrowadds from GI Partners on an inte-free basis in order to pay expenses (inclut
accounting and legal fees) relating to this offgr@md the formation transactions. We have commitiedpaying these borrowed funds, in a
total amount of approximately $4.5 million, withli® days following completion of this offering.

Non-Competition Agreement with Global Innovation Patners, LLC

We have entered into a non-competition agreemetht @i Partners pursuant to which Gl Partners hasezbnot to acquire or own
interests in, directly or indirectly, technologyated real estate properties in the United Stat&uoope for the remainder of Gl Partners’
investment period, which ends in February 2006s Hgireement does not prohibit Gl Partners from,regnather things, providing managem
or other services in respect of non-owned reateskibalso does not prohibit the acquisition of antity so long as the ownership of
technology-related real estate does not compricle sntity’s primary business, provided that thareadf the technology-related real estate
owned by such entity accounts for less than 35%egntity’s total enterprise value, as determimg@| Partners. In addition, this agreement
does not prohibit GI Partners from owning Carrien€&r, to the extent we do not exercise our optiothe Denver and Frankfurt data centers.
The sole remedy available to us for breach ofaljigkement is the right to purchase the property &) Partners at Gl Partners’ cost within 90
days of notice to us of the purchase by Gl Partners

Other Benefits to Related Parties and Related Partf¥ransactions

CB Richard Ellis Investors, Richard Magnuson, tixedtitive Chairman of our board of directors, MidHaasust, our Chief Executiv
Officer and a member of our board of directors, &ndtt Peterson, our Senior Vice President, Actjois, are investors in Global Innovation
Manager, LLC, or Gl Manager, the manager of Gl iag. Gl Manager is entitled under certain circamees to share in distributions made
Gl Partners to its investors, including distribuarelated to Gl Partners’ ownership interest inaperating partnership. Under the terms of Gl
Partners’ constitutive agreement, G| Manager ig entitled to share in distributions after the otimyestors in Gl Partners - CalPERS and Gl
Contributor -receive a return of their invested capital andecHi@d rate of return from their capital investrtemistributions from Gl Partne
to GI Manager are distributed by Gl Manager 50%BRichard Ellis Investors, and 50% to the Gl Parsmprofessionals including Mr.
Magnuson, Mr. Foust and Mr. Peterson. To date,istoiloutions have been made to GI Manager, andaahrs has advised us that no
distribution will be made to GI Manager in connentiwith the consummation of the formation transai

CB Richard Ellis Investors is the sole member ajtial Innovation Advisor, LLC, or Gl Advisor. Gl Aisor manages the investments of
Gl Partners on behalf of GI Manager. Mr. Magnusoa member of the management and investment coeawitif GI Advisor, for which he is
not separately compensated. Mr. Magnuson is thef eliecutive officer of GI Advisor, for which hern®t separately compensated.

Pursuant to the terms of Gl Partners’ constituigeeement, Gl Partners pays Gl Advisor an asseaggmnent fee equal to a percentage
of its investors’ capital commitments or, followitige fund’s investment period, its investors’ cabiontributions, to Gl Partners. Although we
are not a party to this arrangement and are nigatbd to pay this management fee in the futurgg2,000, $3,185,000, $3,185,000 and
$2,663,000 of these fees were allocated to thet@diBiealty Predecessor for the six months ended 30n2004, the years ended December 31,
2003 and 2002, and the period from inception orriraaly 28, 2001 to December 31, 2001, respectividigse fees were allocated to the Dic
Realty Predecessor because the asset managemespiriesented Gl Partners’ general and adminiseratikpenses.
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POLICIES WITH RESPECT TO CERTAIN ACTIVITIES

The following is a discussion of certain of ouréstment, financing and other policies. These peditiave been determined by our board
of directors and, in general, may be amended asedvrom time to time by our board of directorsheut a vote of our stockholders.

Investment Policies
Investment in Real Estate or Interests in Realtésta

We will conduct all of our investment activitiegsdlugh our operating partnership and its subsidiafr investment objectives are to
maximize the cash flow of our properties, provideuderly cash distributions and achieve long-teapital appreciation for our stockholders
through increases in the value of our company. Wemot established a specific policy regarding étative priority of these investment
objectives. For a discussion of the properties@mdacquisition and other strategic objectives, “Bessiness and Properties.”

We expect to pursue our investment objectives pilyndarough the ownership by our operating parsiép of the properties and other
acquired properties and assets. We currently intemavest primarily in technology-related realagst Future investment or development
activities will not be limited to any geographi®ar property type or to a specified percentagaiobesets. While we may diversify in terms of
property locations, size and market, we do not leayelimit on the amount or percentage of our astett may be invested in any one property
or any one geographic area. We intend to engagedh future investment activities in a manner thabnsistent with the maintenance of our
status as a REIT for U.S. federal income tax pugpok addition, we may purchase or lease incorodyming technology-related and other
types of properties for long-term investment, expand improve the properties we presently own bewoacquired properties, or sell such
properties, in whole or in part, when circumstaneasrant.

We may also participate with third parties in pnap@wnership, through joint ventures or other typé co-ownership. These types of
investments may permit us to own interests in laagsets without unduly restricting our diversifioa and, therefore, provide us with
flexibility in structuring our portfolio. We will ot, however, enter into a joint venture or othettmership arrangement to make an investment
that would not otherwise meet our investment petici

Equity investments in acquired properties may liesit to existing mortgage financing and other btddness or to new indebtedness
which may be in acquired properties incurred inmeanion with acquiring or refinancing these investits. Debt service on such financing or
indebtedness will have a priority over any dividemdth respect to our common stock. Investmentsabs® subject to our policy not to be
treated as an investment company under the Invest@mmpany Act of 1940, as amended, or the 1940 Act

Investments in Real Estate Mortgages

While our current portfolio consists of, and ousiness objectives emphasize, equity investmertechmolog-related real estate, v
may, at the discretion of our board of directonsgeist in mortgages and other types of real estéteeists consistent with our qualification as a
REIT. We do not presently intend to invest in maggs or deeds of trust, but may invest in partteigeor convertible mortgages if we
conclude that we may benefit from the gross revemuany appreciation in value of the property estments in real estate mortgages run the
risk that one or more borrowers may default undemhortgages and that the collateral securing thmwségages may not be sufficient to ene
us to recoup our full investment.

Securities of or Interests in Persons Primarily Bggd in Real Estate Activities and Other Issuers

Subiject to the percentage of ownership limitatiang gross income tests necessary for REIT quaidicawe may invest in securities of
other REITS, other entities engaged in real estetigities or securities of other issuers, inclagiar the purpose of exercising control over s
entities.
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Dispositions

We do not currently intend to dispose of any of praperties, although we reserve the right to di, sssed upon managem’s periodi
review of our portfolio, our board of directors dehines that such action would be in the bestéstssf our stockholders. Any decision to
dispose of a property will be made by our boardigdctors. We may be obligated to indemnify certaontributors against adverse tax
consequences to them in the event that we selsposge of certain properties in taxable transastiomer the tax indemnification provisions of
the contribution agreement related to the 200 Raehue and 1100 Space Park Drive properties. Se€drilict of Interest Policies.”

Financing Policies

Our board of directors has adopted a policy oftlimgiour indebtedness to 60% of our total markeitedization. Our total market
capitalization is defined as the sum of the maviasfie of our outstanding common stock (which magrelase, thereby increasing our debt to
total capitalization ratio), plus the aggregateueadf units not owned by us, plus the book valueuwftotal consolidated indebtedness. Since
this ratio is based, in part, upon market valuesapiity, it will fluctuate with changes in the piof our common stock; however, we believe
that this ratio provides an appropriate indicatibfeverage for a company whose assets are priymaal estate. We expect that our ratio of
debt to total market capitalization upon completdrthis offering will be approximately 44.5%. Oetarter and bylaws do not limit the amo
or percentage of indebtedness that we may incurai&ehowever, subject to certain indebtednessdtians pursuant to the restrictive
covenants of our outstanding indebtedness. Oudbafadirectors may from time to time modify our deblicy in light of then-current
economic conditions, relative costs of debt andtgaapital, market values of our properties, gaheonditions in the market for debt and
equity securities, fluctuations in the market pri¢@ur common stock, growth and acquisition opyoittes and other factors. Accordingly, we
may increase or decrease our ratio of debt to totaket capitalization beyond the limits describbdve. If these policies were changed, we
could become more highly leveraged, resulting imnaneased risk of default on our obligations andlated increase in debt service
requirements that could adversely affect our firmondition and results of operations and oulitgtiio make distributions to our
stockholders. We have adopted a policy relatingpéouse of derivative financial instruments to heedderest rate risks related to our
borrowings. This policy governs our use of derivesi to manage the interest rates on our variatdeb@rowings. Our policy states that we
not use derivatives for speculative or trading psgs and will only enter into contracts with mdjoancial institutions based on their credit
rating and other factors. See “Risk Factors—Risé&ated to Our Business and Operations—Paymentsiiodebt reduce cash available for
distribution and may expose us to the risk of diéfamder our debt obligations” and “Management’'sdission and Analysis of Financial
Condition and Results of Operations—Liquidity arap@al Resources.”

Conflict of Interest Policies

Sale or Refinancing of Properties. Upon the sale of certain of the properties¢@tvned by us at the completion of the formation
transactions and on the repayment of indebtedoessjn unitholders, including olixecutive Vice President, Technology Infrastructemuld
incur adverse tax consequences which are différemt the tax consequences to us and to holderarof@mmon stock. Consequently,
unitholders may have differing objectives regarding appropriate pricing and timing of any sucle galrepayment of indebtedness.

While we will have the exclusive authority undee frartnership agreement to determine whether, warehpn what terms to sell a
property or when to refinance or repay indebtedrasg such decision would require the approvalwflmard of directors. The limited partn
of our operating partnership have agreed thatéretrent of a conflict in the fiduciary duties owsdus to our stockholders and, in our capacity
as general partner of our operating partnershipytd limited partners, we will fulfill our fiduaig duties to our operating partnership by acting
in the best interests of our stockholders. See ¢Byeson of the Partnership Agreement of DigitalaRe Trust, L.P.”
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Policies Applicable to All Directors and Officers. We have adopted certain policies that are desigo eliminate or minimize certain
potential conflicts of interest. We have also addm code of business conduct and ethics thathatslsionflicts of interest between our
employees, officers and directors and our comphlmgddition, our board of directors is subject éotain provisions of Maryland law, which
are also designed to eliminate or minimize corglitWe have adopted a policy that, without the aygdrof a majority of the independent
directors, we will not exercise our rights of ficdfer with respect to the excluded Denver and Kiwam properties.

However, there can be no assurance that thesegsotic provisions of law will always be successfuéliminating the influence of such
conflicts, and if they are not successful, decisioould be made that might fail to reflect fullytimterests of all stockholders.

Interested Director and Officer Transactions

Pursuant to the MGCL, a contract or other traneadtietween us and a director or between us andtaey corporation or other entity in
which any of our directors is a director or hasaenal financial interest is not void or voidaBlgely on the grounds of such common
directorship or interest, the presence of suctctliireat the meeting at which the contract or tratisa is authorized, approved or ratified or the
counting of the director’s vote in favor thereofpypided that:

» the fact of the common directorship or interestigxlosed or known to our board of directors oommittee of our board, and o
board or committee authorizes, approves or ratifiesransaction or contract by the affirmativeevot a majority of disinterested
directors, even if the disinterested directors tarte less than a quorur

» the fact of the common directorship or interestigclosed or known to our stockholders entitlestdte thereon, and the transactiol
contract is authorized, approved or ratified byaarity of the votes cast by the stockholders Ettito vote other than the votes of
shares owned of record or beneficially by the idérd director or corporation, firm or other entiy

» the transaction or contract is fair and reasontibles.

Furthermore, under Maryland law (where our opegatiartnership is formed), we, as general partreere la fiduciary duty to our
operating partnership and, consequently, suchdraiosis also are subject to the duties of card@yalty that we, as general partner, owe to
limited partners in our operating partnership fte éxtent such duties have not been eliminatedupatgo the terms of the partnership
agreement). We will adopt a policy which requiteattall contracts and transactions between uspperrating partnership or any of our
subsidiaries, on the one hand, and any of our ireor executive officers or any entity in whiakch director or executive officer is a director
or has a material financial interest, on the otfeerd, must be approved by the affirmative vote wfggority of the disinterested directors eve
less than a quorum. Where appropriate in the juddgmiethe disinterested directors, our board oédiors may obtain a fairness opinion or
engage independent counsel to represent the itderesonaffiliated securityholders, although ooatd of directors will have no obligation to
do so.

Policies With Respect To Other Activities

We have authority to offer common stock, prefessttk or options to purchase stock in exchangeroperty and to repurchase
otherwise acquire our common stock or other seearih the open market or otherwise, and we magg®adn such activities in the future. As
described in “Description of the Partnership Agreetrof Digital Realty Trust, L.P.)ve expect, but are not obligated, to issue comntmekc
holders of units upon exercise of their redemptights. Except in connection with the formatiomisactions or employment agreements, we
have not issued common stock, units or any otharrgees in exchange for property or any other pge and our board of directors has no
present intention of causing us to repurchase any
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common stock. Our board of directors has the powighout further stockholder approval, to increftse number of authorized shares of
common stock or preferred stock and issue additisimares of common stock or preferred stock, in@mmore series, in any manner, and on
the terms and for the consideration, it deems gpjate. See “Description of Securities.” We havé eregaged in trading, underwriting or
agency distribution or sale of securities of otlssuers other than our operating partnership antbtiontend to do so. At all times, we intend to
make investments in such a manner as to qualilyREIT, unless because of circumstances or changlee Code, or the Treasury regulatic
our board of directors determines that it is nayemin our best interest to qualify as a REIT. Vdgeéhnot made any loans to third parties,
although we may in the future make loans to thadips, including, without limitation, to joint vaures in which we participate. We intend to
make investments in such a way that we will notrbated as an investment company under the 1940 Act

Reporting Policies

We intend to make available to our stockholdersasunual reports, including our audited financiatsments. After this offering, we w
become subject to the information reporting requiats of the Securities Exchange Act of 1934, asraled. Pursuant to those requirements,

we will be required to file annual and periodicaep, proxy statements and other information, iditlg audited financial statements, with the
Securities and Exchange Commission.
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STRUCTURE AND FORMATION OF OUR COMPANY

Our Operating Partnership

Following the completion of this offering and thensummation of the formation transactions, subitiyall of our assets will be held
by, and our operations run through, our operatixgngrship. We will contribute the net proceedshef offering to our operating partnership.
Gl Partners and private investors who are notiafffitl with GI Partners will contribute interestgtie properties or the property entities and
own the remaining units and be limited partnerswfoperating partnership. In general, our inteiresur operating partnership will entitle us
to share in cash distributions from, and in thefifg@nd losses of, our operating partnership opprtion to our percentage ownership. As sole
general partner of our operating partnership, wegenerally have the exclusive power under thergaship agreement to manage and conduc
its business, subject to certain limited approval @oting rights of the other limited partners ddssd more fully below in “Description of the
Partnership Agreement of Digital Realty Trust, L.®ur board of directors will manage the affairsoofr company by directing the affairs of
our operating partnership.

Beginning on or after the date which is 14 monfierahe completion of this offering, limited pagns of our operating partnership have
the right to require our operating partnershipetdeem part or all of their units for cash, or, @t @ection, shares of our common stock, based
upon the fair market value of an equivalent nundfeshares of our common stock at the time of tliemgption, subject to the ownership limits
set forth in our charter and described under théseentitled “Description of Securities—Restriets on Transfer.” With each redemption of
units, we increase our percentage ownership irtter@air operating partnership and our share ofaparating partnership’s cash distributions
and profits and losses. See “Description of thereaship Agreement of Digital Realty Trust, L.P.”

Formation Transactions

Prior to or simultaneously with the completion listoffering, we will engage in the formation tranons described below, which ¢
designed to consolidate the ownership of a podfofiproperties currently owned by Gl Partners pridate investors who are not affiliated
with Gl Partners into our operating partnershigijlfiate this offering, enable us to raise necessapital to repay existing indebtedness related
to certain of the properties in our portfolio arttler obligations, enable us to qualify as a REITféaleral income tax purposes commencing
with the taxable year ending December 31, 2004paeserve the tax position of certain continuingesters. Pursuant to the formation
transactions and in conjunction with this offering:

» Digital Realty Trust, Inc. was formed as a Maryladporation in March, 2004 with Digital Propertidsldings, LLC as its sole
stockholder. In April 2004, Digital Properties Hilgs, LLC sold its entire interest to Gl Partners$2,000.

*  Our operating partnership was formed as a Marylamited partnership on July 21, 20C

»  Our operating partnership will receive a contribatof, or will purchase, direct and indirect intgeein a portfolio of properties
owned by Gl Partners (including the Carrier Ceofaron property) in exchange for aggregate conaiitar with a value of $934.3
million, consisting of $2.4 million in cash, assuiiop of indebtedness and 31,930,695 units, havitayed value of $383.2 based
upon the initial public offering prict

* The 200 Paul Avenue and 1100 Space Park Drive pgiepavill be contributed to our operating partidgpsby unaffiliated third
parties in exchange for aggregate consideration avitalue of $149.1 million, including $15.0 milian cash, assumption of
indebtedness and 5,935,846 units, having a totabwaf $71.2 million based upon the initial puldiering price .

» The 10% minority interest in the Univision Towedie contributed to our operating partnershipsuohenge for 395,665 units. An
affiliate of the contributor of this interest isettender under
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$17.5 million loan with respect to this propertyhioh we intend to repay immediately after the cagtiph of this offering.

* We intend to acquire the remaining 25% teni-in-common interest in the eBay Data Center propertyaoquired from Gl Partne
as part of our initial portfolio from an unaffiled third party in exchange for $4.7 million in castearly 2005

*  We will sell 20,000,000 shares of our common stoctkis offering and an additional 3,000,000 shéfréise underwriters exercise
their ove-allotment option in full

« Immediately following the completion of this offag, GI Partners will make a pro rata allocationaégeordance with their respecti
interests and its constitutive documents, to egators, CalPERS and Gl Contributors, of a portibthe operating partnership units
received by GI Partners in the formation transactihaving an aggregate value of approximately%8illion based on public
offering price of our common stock in this offerjngmmediately thereafter, as part of the formati@msactions, we will purchase
from CalPERS and GI Contributors these operatimtnpeship units at a price per unit equal to thegbare public offering price of
our common stock in this offering, net of underimgtdiscounts and commissions and financial adyiéees, for an aggregate of
$76.0 million. If the underwriters exercise theweo-allotment option, GI Partners will make an diddial pro rata allocation to
CalPERS and GI Contributors of an aggregate numbeperating partnership units equal to the nuntbeshares sold pursuant to
such exercise, and we will purchase such operatinership units from CalPERS and GI Contribusdra price per unit equal to
per share public offering price of our common stiocthis offering, net of underwriting discountsdacommissions and financial
advisory fees, for an aggregate of $33.5 millisswming exercise of the underwriters’ over-allottragtion in full. The units
purchased by us from CalPERS and G| Contributolisawiomatically convert from limited partner inésts to general partner
interests upon purchase. We structured the trangsaotthis manner because certain of Gl Partnaesnbers, CalPERS and Gl
Contributors, wished to receive cash in connectiiih the formation transactions, while its othermier did not. This structure is
also consistent with the intent of Gl Partners ésidther members to not recognize taxable gasoimection with the formation
transactions

e Our operating partnership will enter into an unsedicredit facility, under which we will initialliporrow approximately $31.4
million. We expect that the unsecured credit facilill be entered into prior to or concurrentlyttvithe completion of this offerin

* Upon consummation of this offering or shortly tredter, our operating partnership or the prog-owning entities will use certain
the properties to be contributed by Gl Partnersetmure approximately $215.0 million of new mortgammns.

*  We will repay Gl Partners for approximately $4.3liomn loaned to us for transaction expenses relaidtlis offering and th
formation transactions. S“Use of Proceec”

*  Our operating partnership will use a portion of tle¢ proceeds of this offering, the new mortgagam$oand borrowings under our
new unsecured credit facility to repay approxima®354.0 million of indebtedness and prepaymenafiiers, including amounts to
be paid to an affiliate of Citigroup Global Markéte. See“Use of Proceec”

* Richard Magnuson, the chief executive officer & #uvisor to Gl Partners, and Michael Foust andt&aierson, both managing
directors of the advisor to Gl Partners, will beeoexecutives of our company and our operating peship. Additional professione
and consultants dedicated to Gl Part’ real estate business will become employees of @mpany and our operating partnersl|

*  We will issue an aggregate of 1,490,561 vested-tenm incentive units and unvested options to paseh/83,902 shares of our
common stock to the Executive Chairman of our badidirectors and our officers and certain key eoypes
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» The number of units to be issued by our operatamtnership in exchange for the initial propertiesswvdetermined throug
negotiations among us and the contributors, basgtehistorical performance, growth prospectssiage and other factors relating
to the properties contributed by the various cbotors. We have not obtained any recent third-papiyraisals of the properties and
other assets to be contributed to our operatintneeship or purchased by our operating partnerfghipash in the formation
transactions, or any other independent third-peatyations or fairness opinions in connection wtfith formation transactions. As a

result, the consideration to be given by us fos¢hgroperties and other assets in the formatiosactions may exceed their fair
market value
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Consequences of this Offering and the Formation Trasactions

The following diagram depicts our ownership streetupon completion of this offering, consummatiéthe formation transactions a

exercise of the Carrier Center option. Our opegagiartnership will own the various properties degdbelow directly or indirectly, and in
some cases through special purpose entities thateveated in connection with various financings:
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Reflects the purchase by us of 6,810,036roim the investors in GI Partners immediatelyofeing completion of this offering as part of th@rhation transactions. See “Certain
Relationships and Related Transact—Purchase of Operating Partnership Units from Calf®BRd Global Innovation Contributc”

Excludes shares issuable with respect to stockiepthat have been granted but are not yet exbtei:

Reflects limited partnership interests heldhr officers and directors in the form of veskedg-term incentive units that will be issued imnection with this offering and the

formation transaction:

This property will be held through a taxable REUbsidiary.
Upon completion of this offering and consuntioraof the formation transactions, we will own %% tenancy-in-common interest in this property.iBeing in January 2005 we will

have the right to acquire the remaining 25% inteirethis property from a third party, which weentd to exercise
Upon completion of this offering and consuntioraof the formation transactions, we will inditigcown a 98% interest in a subsidiary that holus fee simple interest in this property.
An unrelated third party holds the remaining 2%iast in this subsidiary. See “Business and PriggertDescription of Initial Portfolio—Technology @f&/Corporate Headquarters

Propertie—Stanford Place I’
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Determination of Offering Price

Prior to this offering, there has been no publickaetfor our common stock. Consequently, the ihjigblic offering price of our commc
stock was determined by negotiations between usrendnderwriters. Among the factors that were imared in determining the initial public
offering price were our record of operations, o@nagement, our estimated net income, our estinfiatet$ from operations, our estimated
cash available for distribution, our anticipatedidiénd yield, our growth prospects, the currentketwvaluations, financial performance and
dividend yields of publicly traded companies coesétl by us and the underwriters to be comparahis tind the current state of the
commercial real estate industry and the econonayvalsole. The initial public offering price does metcessarily bear any relationship to our
book value, assets, financial condition or any p#dstablished criteria of value and may not becative of the market price for our common
stock after this offering. In addition, we have nohducted an asset-by-asset valuation of our coynpased on historical cost or current
market valuation. We also have not obtained applsaisf the properties in connection with this affgr As a result, the consideration given by
us in exchange for the properties in our portfaliay exceed the fair market value of these proper8ee “Risk Factors—Risks Related to Our
Business and Operations—We have not obtained aasaif the properties in connection with this offg and the consideration given by us
in exchange for them may exceed their fair marlatie.”

Based on the issuance of 20,000,000 shares ofooumon stock in this offering, we expect to hold7a8% ownership interest in our
operating partnership and the contributors to laok®.4% ownership interest in our operating pastmer If the underwriters exercise their
over-allotment option in full, we expect to hold&4% ownership interest in our operating partriprahd the contributors to hold a 53.7%
ownership interest in our operating partnership.

143



Table of Contents

DESCRIPTION OF THE
PARTNERSHIP AGREEMENT OF DIGITAL REALTY TRUST, L.P.

We have summarized the material terms and provdsiéithe Amended and Restated Agreement of LiR@gdership of Digital Realty
Trust, L.P., which we refer to as the “partnershigreement.” This summary is not complete. For ntil, you should refer to the
partnership agreement itself, a copy of whichledfias an exhibit to the registration statemenwbich this prospectus is part. For purpose:
this section, references to “we,” “our,” “us” and bur company” refer to Digital Realty Trust, Inc.

Management of Our Operating Partnership

Our operating partnership, Digital Realty TrusRl..is a Maryland limited partnership that was fechon July 21, 2004. Our company is
the sole general partner of our operating partii@hd conducts substantially all of our busin@ssrithrough it. As sole general partner of our
operating partnership, we exercise exclusive amgpbdete responsibility and discretion in its daye@y management and control. We can cause
our operating partnership to enter into major tagtisns including acquisitions, dispositions anfthencings, subject to certain limited
exceptions. The limited partners of our operatiagnership may not transact business for, or ppdie in the management activities or
decisions of, our operating partnership, excemtrasided in the partnership agreement and as redjliy applicable law. We may not be
removed as general partner by the limited partrigrs.partnership agreement restricts our abilitgrigage in a business combination as more
fully described in “—Termination Transactions” belo

The limited partners of our operating partnershipressly acknowledged that we, as general parfn@urcoperating partnership, are
acting for the benefit of the operating partnersttip limited partners and our stockholders calety. Neither our company nor our board of
directors is under any obligation to give priotitythe separate interests of the limited partneruo stockholders in deciding whether to cause
our operating partnership to take or decline te@ taky actions. If there is a conflict between titeriests of our stockholders on one hand and
the limited partners on the other, we will endeawagood faith to resolve the conflict in a mannet adverse to either our stockholders or the
limited partners; provided, however, that for segas we own a controlling interest in our ope@partnership, any conflict that cannot be
resolved in a manner not adverse to either oukbtiders or the limited partners will be resolvadavor of our stockholders. We are not lie
under the partnership agreement to our operatirntggrahip or to any partner for monetary damagefofises sustained, liabilities incurred, or
benefits not derived by limited partners in conim@ttvith such decisions; provided, that we have@ddh good faith.

The partnership agreement provides that all ofbusiness activities, including all activities péntag to the acquisition and operation of
properties, must be conducted through our opergi@mmership, and that our operating partnershiptrioe operated in a manner that will
enable us to satisfy the requirements for beingsdfi@d as a REIT.

Transferability of Interests

Except in connection with a transaction descrilbe*—Termination Transactio” below, we, as general partner, may not volunt:
withdraw from our operating partnership, or transfieassign all or any portion of our interest ur operating partnership, without the consent
of the holders of a majority of the limited partsteip interests. The limited partners have agre¢dmsell, assign, encumber or otherwise
dispose of their units in our operating partnerstighout our consent for the 12-month period foliogrthe completion of this offering, other
than to us, as general partner, to immediate faméynbers, to a trust for the benefit of a charégdig#neficiary, or to a lending institution as
collateral for a bona fide loan, subject to certamitations. After the 12-month period followinge completion of this offering, any transfer of
units by the limited partners, except to the parsipecified above or to an affiliate or memberuzfslimited partner, will be subject to a righ
first refusal by us. All transfers must be madeydnl“accredited investors” as defined under R@W# &f the Securities Act.
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Amendments of the Partnership Agreement
Amendments to the partnership agreement may beopeapby us, as general partner, or by limited pastowning at least 25% of t
units held by limited partners.

Generally, the partnership agreement may not bendets modified or terminated without the approvdiraited partners (other than
limited partners 50% or more of whose equity is edjrdirectly or indirectly, by us as general panitelding a majority of all outstanding
units held by limited partners. As general partmer will have the power to unilaterally make cartamendments to the partnership agreement
without obtaining the consent of the limited partnas may be required to:

» add to our obligations as general partner or sdeeany right or power granted to us as generaheafor the benefit of the limited
partners

» reflect the issuance of additional units or the &gdian, substitution, termination or withdrawalpzfrtners in accordance with t
terms of the partnership agreeme

» reflect a change of an inconsequential naturedbas not adversely affect the limited partnersiy material respect, or cure any
ambiguity, correct or supplement any provisionghefpartnership agreement not inconsistent withdawith other provisions of the
partnership agreement, or make other changes eongenatters under the partnership agreement titlatot otherwise be
inconsistent with the partnership agreement or

» satisfy any requirements, conditions or guidelioEfederal or state law;
» reflect changes that are reasonably necessangf@siwgeneral partner, to maintain our statusREsI&; or

« modify the manner in which capital accounts are poted.

Amendments that would, among other things, coravdimhited partner’s interest into a general parteterest, modify the limited
liability of a limited partner, alter a partnerig/int to receive any distributions or allocationgobfits or losses, adversely alter or modify the
redemption rights or alter the protections of fh@ted partners in connection with termination sactions described below must be approved
by each limited partner that would be adverselg@#d by such amendment.

In addition, without the written consent of a méjpof the units held by limited partners (otheathimited partners 50% or more of
whose equity is owned, directly or indirectly, by as general partner), we, as general partnernaiago any of the following:
» take any action in contravention of an expressipititin or limitation contained in the partnerslagreement;

» perform any act that would subject a limited partiodiability as a general partner in any jurigitio or any liability not contemplat:
in the limited partnership agreeme

* enter into any contract, mortgage loan or otheeagent that prohibits or restricts, or has thecefsé prohibiting or restricting, the
ability of a limited partner to exercise its reddmap/exchange rights explained belc

* enter into or conduct any business other than mmeotion with our role as general partner of therafing partnership and our
operation as a REI

* acquire an interest in real or personal propettgiothan through our operating partners
» withdraw from the operating partnership or transfiey portion of our general partnership interest; o

* be relieved of our obligations under the partngrstgreement following any permitted transfer of gemeral partnership intere
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Distributions to Unitholders

The partnership agreement provides that holdeusiité are entitled to receive quarterly distribni@f available cash on a pro rata b.
in accordance with their respective percentagedsts.

Redemption/Exchange Rights

Limited partners who acquire units in the formaticansactions have the right, commencing on or #fiedate which is 14 months af
the completion of this offering, to require our ogténg partnership to redeem part or all of theitaifor cash based upon the fair market value
of an equivalent number of shares of our compaogmamon stock at the time of the redemption. Altéuedy, we may elect to acquire those
units in exchange for shares of our company’s comstock. Our acquisition will be on a one-for-orasis, subject to adjustment in the event
of stock splits, stock dividends, issuances oflstights, specified extraordinary distributions aiehilar events. We presently anticipate tha
will elect to issue shares of our company’s commsimck in exchange for units in connection with esedlemption request, rather than having
our operating partnership redeem the units for.ca&th each redemption or exchange, we increase@upany’s percentage ownership
interest in our operating partnership. Commencimgioafter the date which is 14 months after thmetion of this offering, limited partners
who hold units may exercise this redemption rigbf time to time, in whole or in part, except whag,a consequence of shares of our
common stock being issued, any person’s actuabsteuctive stock ownership would exceed our comijzsaownership limits, or any other
limit as provided in our charter or as otherwistedmined by our board of directors as describectutite section entitled “Description of
Securities—Restrictions on Transfer.”

In addition, if the number of units delivered biiraited partner for redemption exceeds 9.8% ofautstanding common stock and $50.0
million in gross value (based on a unit having li@aqual to the trailing ten-day daily price of @ammon stock) and we are eligible to file a
registration statement on Form S-3 under the Seesihct, then we may also elect to redeem theswmiith the proceeds from a public offering
or private placement of our common stock. In therngwve elect this option, we may require the olingited partners to also elect whether or
not to participate. If we do so, any limited partado does not elect to participate will not berpited to redeem units for the subsequent 12
months, subject to limited exceptions. Participgtimited partners will receive on the redempti@iedthe lesser of the cash our operating
partnership would otherwise be required to paystah units or the net proceeds per share in thicpaffering, but will have a limited
opportunity to withdraw their units from the redeiop immediately prior to the pricing of the pubbffering.

Issuance of Additional Units, Common Stock or Conwugible Securities

As sole general partner, we have the ability tesede operating partnership to issue additionié$ wepresenting general and limited
partnership interests. These additional units makude preferred limited partnership units. In &iddi, we may issue additional shares of our
common stock or convertible securities, but onhkyé cause our operating partnership to issue patctsership interests or rights, options,
warrants or convertible or exchangeable securitiesir operating partnership having designationsfggences and other rights, so that the
economic interests of our operating partnershipsrests issued are substantially similar to tlveréges that we have issued.

Tax Matters

We are the tax matters partner of our operatinghpeship and, as such, we have authority to makelections under the Code on behalf
of our operating partnership.
Allocations of Net Income and Net Losses to Partner

The net income or net loss of our operating pastriprwill generally be allocated to us, as genpaatner, and the limited partners in
accordance with our respective percentage inteiresisr operating partnership.
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However, in some cases losses may be dispropotgigrellocated to partners who have guaranteed afatnir operating partnership. The
allocations described above are subject to spati@ations relating to depreciation deductions tmdompliance with the provisions of
Sections 704(b) and 704(c) of the Code and thecided Treasury regulations. See “Federal IncomeQunsiderations—Tax Aspects of Our
Operating Partnership, the Subsidiary Partnersmjisthe Limited Liability Companies.”

In addition, we will from time to time issue lorigrm incentive units to persons who provide ses/iceour operating partnership for st
consideration or for no consideration as we magrd@ne to be appropriate, and admit such persohm#ed partners of our operating
partnership. The long-term incentive units willdimilar to our units in many respects and will rgrati passu with our units as to the payment
of regular and special periodic or other distribng except liquidating distributions. The long-ténmentive units may be subject to vesting
requirements. Also, initially long-term incentivaits will not have redemption or common stock exagerights. Holders of vested long-term
incentive units generally may convert some or fitheir long-term incentive units into units unaertain circumstances, provided that the
holder’s capital account balance attributable tthesuch long-term incentive unit to be convertedladgiour capital account balance with
respect to a unit. Because the holders of long-tecentive units generally will not pay fair marketiue for the long-term incentive units, their
capital account balance attributable to a long-terwentive unit initially will be less than the aonmd required to convert such long-term
incentive unit into a unit. Accordingly, to increathe capital account balances of holders of lemmtincentive units so they may convert such
profits interest units into units, the partnersaggeement provides that holders of long-term irigentnits are to receive special allocations of
gain in the event of a sale or hypothetical salassiets of our operating partnership prior to tleeation of gain to us or other limited partners.
Once the long-term incentive units are converteahits, the units will have all of the rights andligations associated with units as set forth in
the partnership agreement.

Operations

The partnership agreement provides that we, aggepartner, will determine in our discretion angtdbute available cash on a quarte
basis, pro rata in accordance with the partnensqueage interests. Available cash is the parti@ishet operating cash flow plus the reduc
of any reserves and minus principal payment on deditcapital expenditures, investments in any\erditd increase in reserves or working
capital accounts and any amounts paid in redempfitimited partner interests.

The partnership agreement provides that our opgratartnership will assume and pay when due, arbreise us for payment of all costs
and expenses relating to the operations of, oh®benefit of, our operating partnership.
Termination Transactions

The partnership agreement provides that our compeaynot engage in any merger, consolidation ogrotbmbination with or int
another person, sale of all or substantially albaf assets or any reclassification or any recliat#on or change in outstanding shares of our
common stock (a “termination transaction”), unlgssonnection with a termination transaction

(i) we obtain the consent of at least 35% of thengas of our operating partnership (including sitield by us), an
(ii) either:

(A) all limited partners will receive, or have thight to elect to receive, for each unit an amafrdash, securities or other property
equal to the product of:

. the number of shares of our comp’s common stock into which each unit is then exckabtg, anc
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. the greatest amount of cash, securities or otfogrgpty paid to the holder of one share of our camy’s common stock i
consideration of one share of our common stocloimection with the termination transacti

provided that, if, in connection with a terminatiwansaction, a purchase, tender or exchange isffaade to and accepted by the holders of
more than 50% of the outstanding shares of our emyip common stock, each holder of units will reegior will have the right to elect to
receive, the greatest amount of cash, securitiesher property which such holder would have ree@iliad it exercised its redemption right
received shares of our common stock in exchangisfomnits immediately prior to the expiration aich purchase, tender or exchange offer
accepted such purchase, tender or exchange offer; o

(B) the following conditions are met:

. substantially all of the assets of the survivingtgrare held directly or indirectly by our operagi partnership or another
limited partnership or limited liability company vah is the surviving partnership of a merger, cdidsdion or combination ¢
assets with our operating partnerst

. the holders of units own a percentage interedt@strviving partnership based on the relativerfairket value of the net
assets of our operating partnership and the otiteaissets of the surviving partnership immedigteiyr to the consummation
of this transaction

. the rights, preferences and privileges of such hwiilers in the surviving partnership are at leastavorable as those in effect
immediately prior to the consummation of the traxtisa and as those applicable to any other limitadners or nomaanagin
members of the surviving partnership;

. the limited partners may exchange their interastié surviving partnership for either the consadien available to the
common limited partners pursuant to the first peagh in this section, or the right to redeem theits for cash on terms
equivalent to those in effect with respect to thmiits immediately prior to the consummation of tfamsaction if the ultimate
controlling person of the surviving partnership pablicly traded common equity securities, shaféh@se common equity
securities, at an exchange ratio based on thevefair market value of those securities and mmmmon stock

Term

Our operating partnership will continue in full éerand effect until December 31, 2103, or untilralissolved in accordance with its
terms or as otherwise provided by law.
Indemnification and Limitation of Liability

To the extent permitted by applicable law, the enthip agreement indemnifies us, as general paetnd our officers, directors,
employees, agents and any other persons we magndésifrom and against any and all claims arisiaomfoperations of our operating
partnership in which any indemnitee may be invoh\ads threatened to be involved, as a party bewtise, unless it is established that:

» the act or omission of the indemnitee was matéwitthe matter giving rise to the proceeding anldezitvas committed in bad faith,
fraud or was the result of active and deliberashainesty

» the indemnitee actually received an improper peakbenefit in money, property or services

* inthe case of any criminal proceeding, the indéeanhad reasonable cause to believe that the aatission was unlawful.

Similarly, we, as general partner of our operapagnership, and our officers, directors, agentsmoployees, are not liable or account:
to our operating partnership for losses sustailigijities incurred or benefits not derived asault of errors in judgment or mistakes of fac
law or any act or omission so long as we actedoddgaith.
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PRINCIPAL STOCKHOLDERS

The following table sets forth the beneficial owstép of shares of our common stock and sharesmfraan stock into which units a
exchangeable immediately following the completiéhis offering and the formation transactions (ipreach person who is expected to be the
beneficial owner of 5% or more of the outstandingimon stock immediately following the completiontiois offering, (ii) directors, proposed
directors and the executive officers, and (iiiegdiors, proposed directors and executive officers group. This table assumes that the
formation transactions and this offering are corgaleEach person named in the table has sole vatidgnvestment power with respect to all
of the shares of our common stock shown as bea#fi@wned by such person, except as otherwiséostttin the notes to the table. The ex
to which a person will hold shares of common staslopposed to units is set forth in the footnotdevie. Unless otherwise indicated, the
address of each named person is c/o Digital Raaltgt, Inc., 2730 Sand Hill Road, Suite 280, Mdn&rk, California 94025.

Number Percent of
of Shar_es Percent All Shares anc
and Units of Al
Beneficially
Name of Beneficial Owner Owned Shares® Units @)
Global Innovation Partners, LL® 25,120,65 55.7% 47.4%
Cambay Tele.com, LLC and Wave Exchange, L'LC 5,935,84 22.¢ 11.2
Richard A. Magnusof? © 25,928,80 56.5 49.C
Michael F. Foust” 274,77 14 *
Laurence A. Chapme 6,44¢ * *
Ruann F. Erns 6,44¢ * *
Kathleen Earley Ree 6,44¢ * *
Dennis E. Singleto 6,44¢ * *
A. William Stein® 141,42¢ * *
Scott E. Peterso® 105,05¢ * *
John O. Wilsoril® — * *
All directors, director nominees and executiveadfs as a group (nine (9) perso 26,475,85 57.(% 50.(%

*  Less than one percel

(1) Assumes 20,000,000 shares of our common steckutstanding immediately following this offegiin addition, amounts listed for each individaasumes that all units, including
vested long-term incentive units, held by suchvitlial are exchanged for shares of our common stook amounts for all directors and officers ascaug assume all vested long-term
incentive units held by them are exchanged foreshaf our common stock, but none of the units bgldther persons are exchanged for shares of somom stock

(2) Assumes a total of 52,942,731 shares of comstack and units, including vested long-term irtisenunits, are outstanding immediately followirngst offering, comprised of
20,000,000 shares of common stock and 32,942,784 which may be exchanged for cash or sharesmfwon stock under certain circumstances beginningdaths after
completion of this offering

(3) Amounts shown reflect the number of units ediby Gl Partners. Gl Partners is a Delaware luigility company managed by Global Innovationridger, LLC and Global
Innovation Advisor, LLC. These entities are manabga single management committee of which theezinmembers are Richard A. Magnuson, Michael FsEd&obert H. Zerbst
and Bill Harris. Investment decisions of Gl Parthare controlled by an investment committee culyerimprised of Richard A. Magnuson, Michael F. SipiRobert H. Zerbst, Bill
Harris and Eric Harrison. Mr. Foust will resigniinche management committee and the investment ctbegngrior to the consummation of this offeri

(4) Amounts shown reflect the number of unitg,thpon completion of this offering, will be ownbg Cambay Tele.com, LLC and Wave Exchange, LLC s€tentities are managed by a
single management committee of which the curremhbees are F. Allan Chapman, John O. Wilson, Will@nScott, Jr. and William A.G. Wilde. Mr. Wilsontends to resign from t
management committee of each of these entitiesucmamdly with the completion of this offering. Threlusion of Cambay Tele.com, LLC and Wave Exchahg€ in the table above
shall not be deemed to be an admission that suttfesror their members are, for purposes of Sacti® or Section 16 of the Securities Exchange A&984 or the rules and
regulations thereunder, the beneficial owners efsfiares that may be received by any of them upcmaege of their units. The address for Cambay.@ete, LLC and Wave
Exchange, LLC is c/o The Cambay Group, Inc., 2988 Road, Suite 400, Walnut Creek, California 94¢

(5) Does notinclude 125,263 stock options to purclshsees of our common stock in each case that wigiranted in connection with this offerir

(6) Mr. Magnuson is the president of GI Managed enay be considered to have beneficial ownershil ®artnersinterest in us. Mr. Magnuson disclaims benefici@hership of all suc
shares. See note 3 abo
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(7) Does notinclude 125,263 stock options to purclshsees of our common stock in each case that wigiranted in connection with this offerir

(8) Does not include 80,815 stock options to purchhsees of our common stock in each case that wijrbated in connection with this offerir

(9) Does not include 80,815 stock options to purchhsees of our common stock in each case that wi§raated in connection with this offerir

(10) Amounts shown do not reflect the number of unit,thpon completion of this offering, will be ownlegd Cambay Tele.com, LLC and Wave Exchange, LL@. fBetnote 4 above. M
Wilson is a member of the management committeexct f these entities and owns a 10% membershepesitin each of these entities. Mr. Wilson intetedesign from the
management committee of each of these entitiesucremttly with the completion of this offerin
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DESCRIPTION OF SECURITIES

The following summary of the terms of the stoakuofcompany does not purport to be complete asdligect to and qualified in its
entirety by reference to our charter and bylawsies of which are exhibits to the registration staent of which this prospectus is a part. See
“Where You Can Find More Information.”

General

Our charter provides that we may issue up to 10@omishares of our common stock, $0.01 par valkeieghare or, common stock, and 20
million shares of preferred stock, $0.01 par valaeshare, or preferred stock. Our charter autbsrmr board of directors to increase or
decrease the number of authorized shares withocithsblder approval. Upon completion of this offexii20,000,000 shares of our common
stock and no shares of preferred stock will bedgdsand outstanding. Under Maryland law, stockhaldemerally are not liable for the
corporation’s debts or obligations.

Common Stock

All shares of our common stock offered hereby tdlduly authorized, fully paid and nonassessahibjest to the preferential rights of
any other class or series of stock and to the prans of the charter regarding the restrictionsransfer of stock, holders of shares of our
common stock are entitled to receive dividendswahstock if, as and when authorized by our boéuirectors out of assets legally available
therefor and declared by us and to share ratalilyeimssets of our company legally available fetritiution to our stockholders in the event of
our liquidation, dissolution or winding up afterymaent or establishment of reserves for all debtsladilities of our company.

Subiject to the provisions of our charter regardimgrestrictions on transfer of stock and excephag be otherwise specified therein v
respect to any class or series of common stock, eatstanding share of our common stock entitleshtiider to one vote on all matters
submitted to a vote of stockholders, including eékection of directors and, except as provided wegpect to any other class or series of stock,
the holders of such shares will possess the exewsiting power. There is no cumulative votinghe £lection of our board of directors, which
means that the holders of a majority of the outitemshares of our common stock can elect all efdinectors then standing for election and
the holders of the remaining shares will not be ablelect any directors.

Holders of shares of our common stock have no peée, conversion, exchange, sinking fund, redempmir appraisal rights and have
no preemptive rights to subscribe for any securibeour company. Subject to the provisions ofdharter regarding the restrictions on transfer
of stock, shares of our common stock will have édiadend, liquidation and other rights.

Under the MGCL, a Maryland corporation generallproat dissolve, amend its charter, merge, sellrafubstantially all of its assets,
engage in a share exchange or engage in simitaactions outside the ordinary course of businekss approved by the affirmative vote of
stockholders holding at least two thirds of thershantitled to vote on the matter unless a lgsserentage (but not less than a majority of ¢
the votes entitled to be cast on the matter) i$os#t in the corporation’s charter. Our chartevypdes that these actions may be taken if
declared advisable by a majority of our board oéctiors and approved by the vote of a majorityhefiotes entitled to be cast on the matter.
However, Maryland law permits a corporation to sfen all or substantially all of its assets withthet approval of the stockholders of the
corporation to one or more persons if all of thaigginterests of the person or persons are owdieglctly or indirectly, by the corporation. In
addition, because operating assets may be helccbgparations subsidiaries, as in our situation, these sulrgédianay be able to transfer all
substantially all of such assets without a votewfstockholders.

Our charter authorizes our board of directors tbasesify any unissued shares of our common stdokather classes or series of classes
of stock and to establish the number of shareadh elass or series and to set
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the preferences, conversion and other rights, ggiowers, restrictions, limitations as to dividend®ther distributions, qualifications or terms
or conditions of redemption for each such classeoies.

Preferred Stock

Our charter authorizes our board of directors &ssify any unissued shares of preferred stock@nelctassify any previously classifi
but unissued shares of any series. Prior to isguafshares of each series, our board of diredaequired by the MGCL and our charter to
set, subject to the provisions of our charter réigarthe restrictions on transfers of stock, thente preferences, conversion or other rights,
voting powers, restrictions, limitations as to demds or other distributions, qualifications anunte or conditions of redemption for each such
series. Thus, our board of directors could autledttie issuance of shares of preferred stock withd@nd conditions which could have the
effect of delaying, deferring or preventing a traet®on or a change of control of our company thigihminvolve a premium price for holders of
our common stock or otherwise be in their bestrége As of the date hereof, no shares of prefesteck are outstanding and we have no
present plans to issue any preferred stock.

Power to Increase Authorized Stock and Issue Addivinal Shares of our Common Stock and Preferred Stock

We believe that the power of our board of directorgcrease or decrease the number of authorizaes of stock, issue additiot
authorized but unissued shares of our common stopkeferred stock and to classify or reclassifissined shares of our common stock or
preferred stock and thereafter to cause us to sscie classified or reclassified shares of stodkpsovide us with increased flexibility in
structuring possible future financings and acdigisg and in meeting other needs which might afibe. additional classes or series, as well as
the common stock, will be available for issuancthait further action by our stockholders, unlesgldtolder consent is required by applicable
law or the rules of any stock exchange or automqtmdation system on which our securities may &tedi or traded. Although our board of
directors does not intend to do so, it could au#igous to issue a class or series that could, dipgmpon the terms of the particular class or
series, delay, defer or prevent a transactionatramge of control of our company that might invadvpremium price for holders of our comn
stock or otherwise be in their best interest.

Restrictions on Transfer

In order for us to qualify as a REIT under the Caule stock must be beneficially owned by 100 oremmersons during at least 335 days
of a taxable year of 12 months (other than thé fiesir for which an election to be a REIT has beade) or during a proportionate part of a
shorter taxable year. Also, not more than 50% efvidlue of the outstanding shares of stock maywreed, directly or indirectly, by five or
fewer individuals (as defined in the Code to in€uwertain entities such as qualified pension pldnshg the last half of a taxable year (other
than the first year for which an election to beE Rhas been made).

Our charter contains restrictions on the ownershigh transfer of our common stock which are intertdeassist us in complying with
these requirements and continuing to qualify aEBRThe relevant sections of our charter provit tsubject to the exceptions described
below, no person or entity may beneficially ownberdeemed to own by virtue of the applicable coltive ownership provisions of the Co
more than 9.8% (by value or by number of shares;hvaver is more restrictive) of the outstandingreRaf our common stock or more than
9.8% of the value of our outstanding capital stdble refer to these restrictions as the “commonkstwenership limit” and thedggregate stou
ownership limit,”respectively. A person or entity that becomes suligethe common stock ownership limit or the agate ownership limit b
virtue of a violative transfer that results in artsfer to a trust, as set forth below, is refetoeas a “purported beneficial transferee” if, hiad t
violative transfer been effective, the person ditgmould have been a record owner and benefmialer or solely a beneficial owner of our
common or capital stock, as applicable, or is reféto as a “purported record transferee” if, Hagiolative transfer been effective, the person
or entity would have been solely a record owneaswefcommon stock or capital stock, as applicable.
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The constructive ownership rules under the Codeamgplex and may cause stock owned actually ortoastss/ely by a group of related
individuals and/or entities to be owned construgiivby one individual or entity. As a result, thagaisition of less than 9.8% of our common
stock or less than 9.8% of the value of our outlitemcapital stock (or the acquisition of an ingtri@ an entity that owns, actually or
constructively, our common stock or capital stakapplicable) by an individual or entity, couldyvartheless cause that individual or entity
another individual or entity, to own constructivétyexcess of 9.8% of our outstanding common stratapital stock, as applicable and ther
subject such stock to the applicable ownershiptlimi

Our board of directors may, in its sole discretiwajve the common stock ownership limit or aggregaiock ownership limit with respe
to a particular stockholder if it:

» determines that such ownership will not cause adividual's beneficial ownership of shares of oapital stock to violate the
aggregate stock ownership limit and that any examgtom the applicable ownership limit will notgpardize our status as a REIT;
and

« determines that such stockholder does not anchaflbwn, actually or constructively, an interestitenant of ours (or a tenant of
entity owned in whole or in part by us) that woaltlise us to own, actually or constructively, mbenta 9.8% interest (as set fort|
Section 856(d)(2)(B) of the Code) in such tenarthat any such ownership would not cause us tddajualify as a REIT under the
Code.

As a condition of our waiver, our board of direstonay require an opinion of counsel or IRS ruliatis$actory to our board of directors,
and/or representations or undertakings from thdiGg with respect to preserving our REIT status.

In connection with the waiver of the common stoeknership limit or aggregate stock ownership lintigb any other time, our board of
directors may increase the common stock ownerghip ér aggregate stock ownership limit, as apgleafor one or more persons and
decrease the common stock ownership limit or agdesstock ownership limit, as applicable, for aler persons and entities; provided,
however, that the decreased common stock owneligtitpor aggregate stock ownership limit will no¢ leffective for any person or entity
whose percentage ownership in our stock is in exoésuch decreased ownership limit until such aesuch person or entity’s percentage of
our common stock or capital stock, as applicalijeaés or falls below the decreased common stocleostrip limit or aggregate stock
ownership limit, as applicable; but any further@sdion of our common stock or capital stock, pplecable, in excess of such percentage
ownership will be in violation of the applicable parship limit. Additionally, the new ownership lithas applicable, may not allow five or
fewer stockholders to beneficially own more tha®edi@ value of our outstanding capital stock.

Our charter provisions further prohibit:

» any person from beneficially or constructively omgrishares of our stock that would result in us dpéatosely held” under Section
856(h) of the Code or otherwise cause us to fajjualify as a REIT; an

» any person from transferring shares of our comntocksf such transfer would result in shares of stack being beneficially owne
by fewer than 100 persons (determined without ezfee to any rules of attributior

Any person who acquires or attempts or intendtpuiae beneficial or constructive ownership of gisaof our stock that will or may
violate any of the foregoing restrictions on tramability and ownership will be required to givetine immediately to us and provide us with
such other information as we may request in ordeletermine the effect of such transfer on ouustas a REIT. The foregoing provisions on
transferability and ownership will not apply if oboard of directors determines that it is no lorigesur best interests to attempt to qualify, or
to continue to qualify, as a REIT.

Pursuant to our charter, if any purported transfeyur stock or any other event would otherwiseiltdas any person violating the
ownership limits or such other limit as establishgdur board of directors or would result in ugnge‘closely held” under Section 856(h) of
the Code or otherwise failing to qualify as a RERgn
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that number of shares in excess of the applicalbteecship limit or causing us to be “closely held’atherwise to fail to qualify as a REIT
(rounded up to the nearest whole share) will beraatically transferred to, and held by, a trusttfe exclusive benefit of one or more
charitable organizations selected by us. The aufortransfer will be effective as of the close ofsiness on the business day prior to the ds
the violative transfer or other event that resinta transfer to the trust. Any dividend or othetidbution paid to the purported record
transferee, prior to our discovery that the shaegsbeen automatically transferred to a trust asrieed above, must be repaid to the trustee
upon demand for distribution to the beneficiaryhsf trust. If the transfer to the trust as describleove is not automatically effective, for any
reason, to prevent violation of the applicable omshi limit or our being “closely held” or otherweisailing to qualify as a REIT, then our
charter provides that the transfer of the sharexaess of the ownership limit will be void. If atrgnsfer would result in shares of our stock
being beneficially owned by fewer than 100 perstimsn any such purported transfer will be void ahdo force or effect.

Shares of our stock transferred to the trusteeleeened offered for sale to us, or our designeg paice per share equal to the lesser o
the price paid by the purported record transfeoe¢hie shares (or, if the event which resultedhanttansfer to the trust did not involve a
purchase of such shares of our stock at market,he last reported sales price reported on tive Yark Stock Exchange on the trading day
immediately preceding the day of the event whiculted in the transfer of such shares of our stodke trust) and (2) the market price on the
date we, or our designee, accepts such offer. We e right to accept such offer until the trudias sold the shares of our stock held in the
trust pursuant to the clauses discussed below. E@sate to us, the interest of the charitable beiaef in the shares sold terminates and the
trustee must distribute the net proceeds of thetsathe purported record transferee and any didgl®r other distributions held by the trustee
with respect to such stock will be paid to the dhhte beneficiary.

If we do not buy the shares, the trustee must,iwR20 days of receiving notice from us of the tfansf shares to the trust, sell the shares
to a person or entity designated by the trustee aglodd own the shares without violating the comratack ownership limit and the aggregate
stock ownership limit or such other limit as esistied by our board of directors. After that, thestee must distribute to the purported record
transferee an amount equal to the lesser of (1)rilce paid by the purported record transfereeworay for the shares (or, if the event which
resulted in the transfer to the trust did not ineoh purchase of such shares at market priceasthedported sales price reported on the New
York Stock Exchange on the trading day immediapegceding the day of the event which resulted énttansfer of such shares of our stock to
the trust) and (2) the sales proceeds (net of cesiaris and other expenses of sale) received hyusiee for the shares. Any net sales
proceeds in excess of the amount payable to theoped record transferee will be immediately paidhte charitable beneficiary, together with
any dividends or other distributions thereon. Iditidn, if prior to discovery by us that sharesaf stock have been transferred to a trust, such
shares of stock are sold by a purported recordfeaee, then such shares shall be deemed to hamesbll on behalf of the trust and to the
extent that the purported record transferee redeiveamount for or in respect of such shares thegtezls the amount that such purported re
transferee was entitled to receive, such excessianstiall be paid to the trustee upon demand. Tihgopted beneficial transferee or purported
record transferee has no rights in the shareshhette trustee.

The trustee shall be designated by us and shalhaHiliated with us and with any purported rectnahsferee or purported beneficial
transferee. Prior to the sale of any shares inssxoéthe common stock ownership limit or aggregétek ownership limit by the trust, the
trustee will receive, in trust for the beneficiaay, dividends and other distributions paid by uthwespect to the shares in excess of the
applicable ownership limit, and may also exercisgaing rights with respect to such shares.

Subject to Maryland law, effective as of the dat the shares have been transferred to the thestrustee shall have the authority, at
trustee’s sole discretion:
» to rescind as void any vote cast by a purportedrcetransferee prior to our discovery that the shdrave been transferred to
trust; anc
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» to recast the vote in accordance with the desiféseatrustee acting for the benefit of the benaficof the trust

However, if we have already taken irreversible ooape action, then the trustee may not rescind-acaist the vote.

In addition, if our board of directors or other péted designees determine in good faith that @a@sed transfer would violate the
restrictions on ownership and transfer of our steekforth in our charter, our board of directar®ther permitted designees will take such
action as it deems or they deem advisable to ratugare effect to or to prevent such transferfudeng, but not limited to, causing the
company to redeem shares of common stock, refusigiye effect to the transfer on our books oritnhg proceedings to enjoin the transfer.

Any beneficial owner or constructive owner of slsapé our stock and any person or entity (includimg stockholder of record) who is
holding shares of our stock for a beneficial owmesst, on request, provide us with a completed éurasdire containing the information
regarding their ownership of such shares, as st fio the applicable Treasury regulations. In &ddj any person or entity that is a beneficial
owner or constructive owner of shares of our stouk any person or entity (including the stockholafenecord) who is holding shares of our
stock for a beneficial owner or constructive owsleall, on request, be required to disclose to weriting such information as we may request
in order to determine the effect, if any, of sutdckholder’s actual and constructive ownershiphafres of our stock on our status as a REIT
and to ensure compliance with the common stock ostri limit and the aggregate stock ownership limitas otherwise permitted by our
board of directors.

All certificates representing shares of our comrattk bear a legend referring to the restrictioescdbed above.

These ownership limits could delay, defer or préwetransaction or a change of control of our camyghat might involve a premium
price for our stock or otherwise be in the bestriest of our stockholders.

Transfer Agent and Registrar
The transfer agent and registrar for our commocksi® American Stock Transfer & Trust Company.
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MATERIAL PROVISIONS OF MARYLAND LAW AND OF OUR CHAR TER AND BYLAWS

The following summary of certain provisions of Mand law and of our charter and bylaws does notgaut to be complete and is
subject to and qualified in its entirety by refezerto Maryland law and our charter and bylaws, &gpdf which are exhibits to the registration
statement of which this prospectus is a part. S&¥&ére You Can Find More Information.”

Our Board of Directors

Our bylaws provide that the number of directorewf company may be established by our board o€ttire but may not be fewer than
the minimum number permitted under the MGCL norenthian 15. Except as may be provided by our bofdirectors in setting the terms of
any class or series of stock, any vacancy mayllee fonly by a vote of a majority of the remainidigectors, even if the remaining directors do
not constitute a quorum. Any director elected lcafivacancy shall serve for the remainder of thktérm of the directorship in which the
vacancy occurred and until a successor is electédjaalifies.

Pursuant to our charter, each of our directorseisted by our stockholders to serve until the mextual meeting and until their succes:
are duly elected and qualify. Holders of sharesusfcommon stock will have no right to cumulativaing in the election of directors.
Consequently, at each annual meeting of stockhs|dee holders of a majority of the shares of mmmon stock will be able to elect all of ¢
directors.

Removal of Directors

Our charter provides that a director may be remardg for cause (as defined in our charter) ang tylthe affirmative vote of at lea
two-thirds of the votes entitled to be cast gergialthe election of directors. This provision, @hcoupled with the exclusive power of our
board of directors to fill vacant directorships) ftecludes stockholders from removing incumbergalors except upon the existence of cause
for removal and a substantial affirmative vote &dfilling the vacancies created by such removisth their own nominees.

Business Combinations

Under the MGCL, certai“business combinatio” (including a merger, consolidation, share exchamgs@ertain circumstances,
asset transfer or issuance or reclassificatiorgoitg securities) between a Maryland corporatiod any interested stockholder, or an affiliate
of such an interested stockholder, are prohibibediVe years after the most recent date on whiehiterested stockholder becomes an
interested stockholder. Maryland law defines aarggted stockholder as any person who benefiaatllys 10% or more of the voting power of
the corporation’s shares or an affiliate or assead the corporation who, at any time within thetyear period prior to the date in question,
was the beneficial owner of 10% or more of thengipower of the then outstanding voting stock efchrporation. A person is not an
interested stockholder under the statute if thedo&directors approved in advance the transadiiowhich the person otherwise would have
become an interested stockholder. Our board otidire may provide that its approval is subjectdmpliance with any terms and conditions
determined by it.

After such five-year period, any such business doatton must be recommended by the board of direabsuch corporation and
approved by the affirmative vote of at least (1¥86f the votes entitled to be cast by holders a$tamding shares of voting stock of the
corporation and (2) two thirds of the votes entitle be cast by holders of voting stock of the ocoation other than shares held by the intere
stockholder with whom (or with whose affiliate) thasiness combination is to be effected, unlessngnother conditions, the corporation’s
common stockholders receive a minimum price (agddfin the MGCL) for their shares and the consitlen is received in cash or in the
same form as previously paid by the interestecksimder for its shares.

These provisions of the MGCL do not apply, howet@husiness combinations that are approved or pteirby a board of directors
prior to the time that the interested stockholdszdmes an interested
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stockholder. Pursuant to the statute, our boadirettors has by resolution opted out of the bussrmmbination provisions of the MGCL and,
consequently, the five-year prohibition and theesamjority vote requirements will not apply to lness combinations between us and any
interested stockholder of ours. As a result, anyehe later becomes an interested stockholder maplegeto enter into business combinations
with us that may not be in the best interest ofsiackholders without compliance by our companywlite super-majority vote requirements
and the other provisions of the statute. We caasstire you that our board of directors will not topbe subject to such business combination
provisions in the future.

Control Share Acquisitions

The MGCL provides that “control shares” of a Mandacorporation acquired in a “control share acgjois! have no voting rights except
to the extent approved at a special meeting bytfinative vote of two-thirds of the votes entitleo be cast on the matter, excluding shares of
stock in a corporation in respect of which anyhef following persons is entitled to exercise oedirthe exercise of the voting power of shares
of stock of the corporation in the election of dias: (1) a person who makes or proposes to makatrol share acquisition, (2) an officer of
the corporation or (3) an employee of the corporatvho is also a director of the corporation. “Gohshares’are voting shares of stock whi
if aggregated with all other such shares of staekipusly acquired by the acquiror or in respeavbich the acquiror is able to exercise or
direct the exercise of voting power (except solshyirtue of a revocable proxy), would entitle #xejuiror to exercise voting power in electing
directors within one of the following ranges of gt power: (1) one-tenth or more but less than thirel, (2) one-third or more but less than a
majority, or (3) a majority or more of all votingywer. Control shares do not include shares theiangperson is then entitled to vote as a
result of having previously obtained stockholdeprapal. A "control share acquisition” means theuwisiion of control shares, subject to
certain exceptions.

A person who has made or proposes to make a cattaoé acquisition, upon satisfaction of certainditions (including an undertaking
to pay expenses), may compel our board of dire¢tocall a special meeting of stockholders to bd léthin 50 days of demand to consider
the voting rights of the control shares. If no resp.for a meeting is made, the corporation mayfipsesent the question at any stockholders
meeting.

If voting rights of control shares are not approatthe meeting or if the acquiring person doesdetiver an acquiring person statement
as required by the statute, then, subject to cecanditions and limitations, the corporation maglgem any or all of the control shares (except
those for which voting rights have previously begproved) for fair value determined, without regtrdhe absence of voting rights for the
control shares, as of the date of the last costrate acquisition by the acquiror or of any meetihgtockholders at which the voting rights of
such shares are considered and not approved.ifigvaghts for control shares are approved at ekétolders meeting and the acquiror beco
entitled to vote a majority of the shares entitedote, all other stockholders may exercise agptaights. The fair value of the shares as
determined for purposes of such appraisal rightg mo& be less than the highest price per sharelpattie acquiror in the control share
acquisition.

The control share acquisition statute does notyafdplto shares acquired in a merger, consolidatioshare exchange if the corporatio
a party to the transaction or (2) to acquisitiopgraved or exempted by the charter or bylaws ottirporation.

Our bylaws contain a provision exempting from tbatcol share acquisition statute any and all aétoigs by any person of our common
stock. We cannot provide you any assurance thaboamd of directors will not amend or eliminatestprovision at any time in the future.

Title 3, Subtitle 8 of the MGCL permits a Marylaodrporation with a class of equity securities resgisd under the Securities Exchange
Act of 1934 and at least three independent diredtmelect to be subject, by provision in its chadr bylaws or a resolution of its board of
directors and notwithstanding any contrary provisiothe charter or bylaws, to any of (1) a clasdiboard, (2) a two-thirds vote requirement
for removing a director, (3) a requirement thatrinenber of directors be fixed only by vote of theedtors, (4) a requirement

157



Table of Contents

that a vacancy on the board be filled only by #aining directors and for the remainder of thet&rim of the class of directors in which the
vacancy occurred, or (5) a majority requirementtfi@r calling of a special meeting of stockhold&uwgrsuant to Subtitle 8, we have elected to
provide that vacancies on our board may be fillely by the remaining directors and for the remarrafethe full term of the directorship in
which the vacancy occurred. Through provisionsunaharter and bylaws unrelated to Subtitle 8, ikeaaly require a two-thirds vote for the
removal of any director from the board, vest inloard the exclusive power to fix the number oédiorships and fill vacancies and require,
unless called by our Executive Chairman of the thoaur president, our chief executive officer ag thoard, the request of holders of a majc
of outstanding shares to call a special meeting.

Amendments to Our Charter and Bylaws

Our charter may be amended only if such amendrsedgdlared advisable by our board of directorsagpoved by the affirmative vote
of the holders of a majority of all of the votegited to be cast on the matter. However, our @rartprovisions regarding removal of directors
may be amended only if such amendment is declareidable by our board of directors and approvethleyaffirmative vote of the holders of
not less than two-thirds of all the votes entitledbe cast on the matter. Our board of directosstha exclusive power to adopt, alter or repeal
any provision of our bylaws or to make new bylaws.

Transactions Outside the Ordinary Course of Busines

We may not merge with or into another company, akthr substantially all of our assets, engage ghare exchange or engage in sin
transactions outside the ordinary course of businetess such transaction is declared advisabéibipoard of directors and approved by the
affirmative vote of the holders of a majority of af the votes entitled to be cast on the matter.

Dissolution of Our Company

The dissolution of our company must be declaredsatile by a majority of our entire board of direstand approved by the affirmati
vote of the holders of a majority of all of the estentitled to be cast on the matter.
Advance Notice of Director Nominations and New Bugiess

Our bylaws provide tha

» with respect to an annual meeting of stockholdessjinations of individuals for election to our boaf directors and the proposal of
business to be considered by stockholders may bie maly:

. pursuant to our notice of the meetil
. by or at the direction of our board of directors; o

. by a stockholder who is entitled to vote at the tingeand has complied with the advance notice plores set forth in ot
bylaws.

» with respect to special meetings of stockholdem$y the business specified in our company’s naticeeeting may be brought
before the meeting of stockholders and nominatadrnisdividuals for election to our board of direcganay be made onl

. pursuant to our notice of the meetil
. by or at the direction of our board of directors; o

. provided that our board of directors has determihatldirectors shall be elected at such meetipg stockholder who i
entitled to vote at the meeting and has compligll thie advance notice provisions set forth in gdaWbs.
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The advance notice procedures of our bylaws praide to be timely, a stockholder’s notice witpect to director nominations or
proposals for an annual meeting must be deliveyexlit corporate secretary at our principal exeeutiffice not less than 120 nor more than
150 days prior to the first anniversary of the dz#ftthe mailing of the notice for our preceding ye@nnual meeting. With respect to our 2005
annual meeting, the bylaws provide that noticenefgrior year's annual meeting will be deemed teeHzeen mailed on March 31, 2004. In the
event that the date of the mailing of the notiaetli@ annual meeting is advanced or delayed by thare 30 days from the first anniversary of
the date of the preceding year’s annual meetingetomely, a stockholder’s notice must be delidenet earlier than the 150th day prior to the
date of such annual meeting and not later thacltdse of business on the later of the 120th dayr poi the date of such annual meeting or the
tenth day following the day on which public annoement of the date of such meeting is first made.

Anti-takeover Effect of Certain Provisions of Maryland Law and of Our Charter and Bylaws

The provisions of our charter on removal of diregtand the advance notice provisions of the byleawdd delay, defer or preven
transaction or a change of control of our compduay might involve a premium price for holders of sammon stock or otherwise be in their
best interest. Likewise, if our company’s boardiméctors were to opt in to the business combimgpi@visions of the MGCL or the provisions
of Title 3, Subtitle 8 of the MGCL, or if the preion in the bylaws opting out of the control shacquisition provisions of the MGCL were
rescinded, these provisions of the MGCL could heiwglar anti-takeover effects.

Ownership Limit

Our charter provides that no person or entity mayefficially own, or be deemed to own by virtuelas aipplicable constructiy
ownership provisions of the Code, more than 9.8%wglue or by number of shares, whichever is mestrictive) of the outstanding shares of
our common stock or more than 9.8% of the valueufoutstanding capital stock. We refer to thestrigtions as the “ownership limitsFor a
fuller description of this restriction and the ctrostive ownership rules, see “Description of Sé@s—Restrictions on Transfer.”

Indemnification and Limitation of Directors’ and Of ficers’ Liability

The MGCL permits a Maryland corporation to includéts charter a provision limiting the liabilityf @s directors and officers to tt
corporation and its stockholders for money damagespt for liability resulting from actual receigtan improper benefit or profit in money,
property or services or active and deliberate diskty established by a final judgment as being ri@te the cause of action. Our charter
contains such a provision which eliminates sudhillit to the maximum extent permitted by Marylalash.

The MGCL requires a corporation (unless its chasterides otherwise, which our company’s chartersdoot) to indemnify a director or
officer who has been successful, on the meritstwraise, in the defense of any proceeding to whielor she is made or threatened to be
made a party by reason of his or her service indapacity. The MGCL permits a corporation to inakéfynits present and former directors and
officers, among others, against judgments, pemsaliiees, settlements and reasonable expensedlaatearred by them in connection with &
proceeding to which they may be made or are thnedtéo be made a party by reason of their semitledse or other capacities unless it is
established that:

» the act or omission of the director or officer vmaaterial to the matter giving rise to the procegdind:
. was committed in bad faith; «
. was the result of active and deliberate dishonesty.

» the director or officer actually received an impeopersonal benefit in money, property or service

* inthe case of any criminal proceeding, the dineotoofficer had reasonable cause to believe timatt or omission was unlawful.
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However, under the MGCL, a Maryland corporation mayindemnify for an adverse judgment in a suibbyn the right of the
corporation or for a judgment of liability on thadis that personal benefit was improperly receivetEss in either case a court orders
indemnification and then only for expenses. In tddj the MGCL permits a corporation to advancesoeable expenses to a director or officer
upon the corporation’s receipt of:

» awritten affirmation by the director or officer bis good faith belief that he or she has met thedard of conduct necessary for
indemnification by the corporation; a

* awritten undertaking by the director or on theedio’'s behalf to repay the amount paid or reimbursethéycorporation if it i
ultimately determined that the director did not trtée standard of conduc

Our charter authorizes us to obligate our compautlycr bylaws obligate us, to the fullest exterrhpted by Maryland law in effect
from time to time, to indemnify and, without regaog a preliminary determination of the ultimateig@ment to indemnification, pay or
reimburse reasonable expenses in advance of fisiabsition of a proceeding to:

« any present or former director or officer who isdear threatened to be made a party to the praogdxyi reason of his or her serv
in that capacity; o

« any individual who, while a director of our compaanyd at our request, serves or has served anaitmoration, real esta
investment trust, partnership, joint venture, trastployee benefit plan or any other enterprise disector, officer, partner or trustee

of such corporation, real estate investment tpestnership, joint venture, trust, employee bergén or other enterprise and who is
made or threatened to be made a party to the ptoaeby reason of his or her service in that caya

Our charter and bylaws also permit us to indemaifgl advance expenses to any person who servedecpssor of ours in any of the
capacities described above and to any employegemt &f our company or a predecessor of our company

The partnership agreement provides that we, asagpertner, and our officers and directors aremdified to the fullest extent
permitted by law. See “Description of the Partngrgkgreement of Digital Realty Trust, L.P.—Indemiaétion and Limitation of Liability.”

Insofar as the foregoing provisions permit indemeation of directors, officers or persons contrailius for liability arising under the
Securities Act, we have been informed that in thi@ion of the SEC, this indemnification is agaipablic policy as expressed in the Securities
Act and is therefore unenforceable.

Indemnification Agreements

We have entered into an indemnification agreemdtht @ach of our executive officers and directorslescribed in “Management—
Indemnification Agreements.”
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SHARES ELIGIBLE FOR FUTURE SALE

General

Upon completion of this offering, we will have otasding 20,000,000 shares of our common stock (3000 shares if the underwriters
exercise their over-allotment option in full). Iddition, 31,452,170 shares of our common stockeserved for issuance upon exchange of
units.

The 20,000,000 shares sold in this offering (23,000 shares if underwriters exercise their ovestalent option in full) will be freely
transferable without restriction or further regagion under the Securities Act, subject to thetitins on ownership set forth in our charter,
except for any shares held by our “affiliates, tlzet term is defined by Rule 144 under the Se@gifict. Any shares purchased by affiliates in
this offering and the shares of our common stockemhby affiliates upon redemption/exchange of umitsbe “restricted shares” as defined in
Rule 144.

Rule 144

In general, under Rule 144 as currently in effeeginning 90 days after the date of this prospeetyerson who has beneficially owned
restricted shares of our common stock for at leastyear would be entitled to sell, within any #traonth period, that number of shares that
does not exceed the greater of:

» 1% of the shares of our common stock then outstgndavhich will equal approximately 200,000 sharagiediately after this
offering (230,000 shares if the underwriters exsr¢heir ove-allotment option in full); o

« the average weekly trading volume of our commougkstn the New York Stock Exchange during the faleondar weeks precedil
the date on which notice of the sale is filed with SEC

Sales under Rule 144 are also subject to manrsalefprovisions, notice requirements and the aviditiaof current public information
about us.

Rule 701

Rule 701 under the Securities Act may be reliechupith respect to the resale of securities origjnpiirchased from us by o
employees, trustees or officers prior to the offgrin addition, the SEC has indicated that Rule wil apply to the typical stock options
granted by an issuer before it becomes a publipeniyy along with the shares acquired upon exedfifgose options, including exercises a
the date of this offering. Securities issued imarete on Rule 701 are restricted securities arlgesuto the “lock-up” agreements described
below, beginning 90 days after the date of thispeatus, may be sold by:

» persons other than affiliates, in ordinary broker&rgnsactions; and

» by affiliates under Rule 144 without compliancehntihe on-year holding requiremer

Redemption/Exchange Rights

In connection with the formation transactions, operating partnership will issue an aggregate 452,170 units to contributors
interests in the property entities that will remairistanding upon completion of this offering aetdgummation of the formation transactions.
Beginning on or after the date which is 14 montiterahe completion of this offering, limited pagtis of our operating partnership have the
right to require our operating partnership to redgmrt or all of their units for cash, or, at olgation, shares of our common stock, based upon
the fair market value of an equivalent number @freb of our common stock at the time of the redampsubject to the ownership limits set
forth in our charter and described under the sedittitled “Description of Securities—Restrictioms Transfer.” See “Description of the
Partnership Agreement of Digital Realty Trust, L.P.
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In addition, if the number of units delivered biiraited partner for redemption exceeds 9.8% ofautstanding common stock and $50.0
million in gross value (based on a unit having lu@aqual to the trailing ten-day daily price of g@ammon stock) and we are eligible to file a
registration statement on Form S-3 under the StesiAct, then we may also elect to redeem thesumiith the proceeds from a public offering
or private placement of our common stock. In therngéwve elect this option, we may require the olingited partners to also elect whether or
not to participate. If we do so, any limited partadno does not elect to participate will not berpittied to redeem units for the subsequent 12
months, subject to limited exceptions. Participgtimited partners will receive on the redempti@iedthe lesser of the cash our operating
partnership would otherwise be required to paystah units or the net proceeds per share in thécpaffering, but will have a limited
opportunity to withdraw their units from the redeiop immediately prior to the pricing of the pubbifering.

Registration Rights

We have granted those persons with a direct oréntlinterest in the property entities who willeae units in the formation transactic
certain registration rights with respect to therebaf our common stock that may be acquired bytimeconnection with the exercise of the
redemption/exchange rights under the partnershigeagent. These registration rights require us ¢k @ register all such shares of our
common stock effective as of that date which isribhths following completion of this offering on shelf” registration statement under the
Securities Act. In addition, commencing on the deltéch is 16 months following completion of thisfering, each of Gl Partners and another
third party receiving units in the formation traoans have the right, on one occasion, to requsréo register all such shares of our common
stock, provided, that such right lapses when saatyeases to own in excess of 7.5% of our comsbaek determined in accordance with the
methodology for calculating the ownership limit endur charter. We will bear expenses incidentuioregistration requirements under the
registration rights, except that such expenses sbainclude any underwriting fees, discounts @maissions or any out-gfecket expenses
the persons exercising the redemption/exchanggsrigttransfer taxes, if any, relating to such ehar

We have also granted to the entities that will reee@nits from us upon exercise of the Carrier @enption agreement or the Denver or
Frankfurt right of first offer agreements certa@mistration rights with respect to our shares oficmn stock that may be acquired by them in
connection with the exercise of the redemption/exge rights under the partnership agreement. Tlegéstration rights require us to seek to
register all such shares of our common stock etffects of the date which is 14 months following thasing of the property acquisition upon
exercise of such option agreement or right of fiffér agreement. In the event we fail to file thegistration statement or if filed fail to
maintain its effectiveness, holders will have tighatr (subject to certain limitations) to have th&iares included in any registration statemer
file for an underwritten public offering, and hotdevho individually or in the aggregate own morartl$5 million of such shares will have the
right to require us to register all such sharegsusfcommon stock, provided that we will not be rieggito effect more than one such demand
registration in any twelve month period. We willb@xpenses incident to our registration requirdmender the registration rights, except that
such expenses shall not include any underwritieg,fdiscounts or commissions or any out-of-pockpepses of the persons exercising the
redemption/exchange rights or transfer taxes,\if eglating to such shares.

Stock Options and Incentive Award Plan

We intend to adopt the 2004 Incentive Award PlaDigital Realty Trust, Inc., Digital Services, Irand Digital Realty Trust, L.P. Tt
incentive award plan provides for the grant of imteee awards to our and their employees, direcoid consultants (and our and their
respective subsidiaries). We intend to issue 783s86ck options and 1,490,561 long-term incentivigsuto officers, directors and key
employees immediately after this offering, andmak¢o reserve an additional 2,199,639 shares o€onmmon stock for issuance under the ¢

We intend to file with the Securities and Excha@geanmission a Registration Statement on Form S-8rog the shares of common
stock issuable under the incentive award plan.e&hai our common stock
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covered by this registration statement, including shares of our common stock issuable upon thesiseeof options or restricted shares of
common stock, will be eligible for transfer or rieswithout restriction under the Securities Actesd held by affiliates. Furthermore, our
officers and directors have agreed not to selltbemvise transfer any long-term incentive unitanged to them under our incentive award plan
for a period of three years from date of grant.

Lock-up Agreements and Other Contractual Restrictims on Resale

In addition to the limits placed on the sale ofrelseof our common stock by operation of Rule 14d @ther provisions of the Securities
Act, (i) our senior officers and directors haveesgt, subject to certain limited exceptions, natetlh or otherwise transfer or encumber any
shares of our common stock or securities convertiitb common stock (including units) owned by thatnthe completion of this offering or
thereafter acquired by them for a period of one wdi@r the completion of this offering without thensent of Citigroup Global Markets Inc.
and Merrill Lynch, Pierce, Fenner & Smith Incorpte@, and (ii) we have agreed that we will not offegll, contract to sell, pledge or otherwise
dispose of, directly or indirectly, or file withehSecurities and Exchange Commission a registrataiement under the Securities Act relating
to, any shares of our common stock or securitiésexible into or exchangeable or exercisable for shares of our common stock (except for
a registration statement on Form S-8 relating 102004 Incentive Award Plan or a registration steat on Form S-4 relating to an acquisition
of a real property company), or publicly disclose intention to make any offer, sale, pledge, digjfpm or filing, without the prior written
consent of Citigroup Global Markets Inc. and Méltrifnch, Pierce, Fenner & Smith Incorporated fqresiod of 180 days after the date of this
prospectus, subject to certain limited exceptiatdath in “Underwriting.” At the conclusion of ¢hone-year period referenced in clause (i)
above, common stock issued upon the subsequerdargelof units may be sold by our senior officers dinectors in the public market once
registered pursuant to the registration rights diesd above.
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FEDERAL INCOME TAX CONSIDERATIONS

The following summary of material federal income ¢ansiderations regarding our company and thisrirfiy of our common stock is
based on current law, including:

» the Code

» current, temporary and proposed Treasury regulafwomulgated under the Code;
» the legislative history of the Cod

» current administrative interpretations and prastickthe IRS; and

» court decisions

in each case, as of the date of this prospectwsdition, the administrative interpretations anacfices of the IRS include its practices and
policies as expressed in private letter rulings #na not binding on the IRS except with respec¢héoparticular taxpayers who requested and
received those rulings. Future legislation, Tregsagulations, administrative interpretations anacgices and/or court decisions may adversely
affect the tax considerations described in thispeatus. Any such change could apply retroactitetyansactions preceding the date of the
change. We have not requested and do not interegjteest a ruling from the IRS that we qualify &ET, and the statements in this
prospectus are not binding on the IRS or any cdimts, we can provide no assurance that the tasiderations contained in this summary

not be challenged by the IRS or will be sustainga loourt if challenged by the IRS. This summargginot discuss any state, local or foreign
tax consequences associated with the acquisitienership, sale or other disposition of our commimels or our election to be taxed as a

REIT.

Taxation of Our Company

General. We intend to elect to be taxed as a REIT u&detions 856 through 860 of the Code, commencitig euir taxable yee
ending December 31, 2004. We believe that we ayemzed and will operate in a manner that willallgs to qualify for taxation as a REIT
under the Code commencing with our taxable yeaingndecember 31, 2004, and we intend to continugetorganized and operate in this
manner. However, qualification and taxation as &TREepend upon our ability to meet the various jieation tests imposed under the Code,
including through actual annual operating resaltset diversification, distribution levels and dséiy of stock ownership. Accordingly, no
assurance can be given that we will be organizeablar to operate in a manner so as to qualify mane qualified as a REIT. See “—Failure to

Qualify.”

The sections of the Code that relate to the qealtifon and operation as a REIT are highly techracal complex. The following sets forth
the material aspects of the sections of the Caoategihvern the federal income tax treatment of alRdd its stockholders. This summary is
qualified in its entirety by the applicable Codeyisions, relevant rules and regulations promuldjateder the Code, and administrative and
judicial interpretations of the Code and thesesraled regulation:

Latham & Watkins LLP has acted as our tax counsebnnection with this offering of our common st@eid our election to be taxed ¢
REIT. Latham & Watkins LLP has rendered to us aimiop to the effect that, commencing with our tabeayeear ending December 31, 2004,
we have been organized in conformity with the rezpaients for qualification and taxation as a REAJ aur proposed method of operation
enable us to meet the requirements for qualificatiod taxation as a REIT under the Code. It mugighasized that this opinion was based
on various assumptions and representations astieafamatters, including representations made kip asfactual certificate provided by one of
our officers. Latham & Watkins LLP has no obligatitm update its opinion subsequent to its datedifition, this opinion was based upon our
factual representations set forth in this prospediloreover, our qualification and taxation as d Réepend upon our ability to meet the
various qualification tests imposed under the Gdideussed below, including through annual operat@sglts, asset diversification and
diversity of stock ownership, the results of whieve not been reviewed by Latham &
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Watkins LLP. Accordingly, no assurance can be giext our actual results of operation for any pattr taxable year will satisfy those
requirements. Further, the anticipated incomereatinent described in this prospectus may be cldapgehaps retroactively, by legislative,
administrative or judicial action at any time. SeeFailure to Qualify.”

If we qualify for taxation as a REIT, we generallill not be required to pay federal corporate ineot@xes on our net income that is
currently distributed to our stockholders. Thisatreent substantially eliminates the “double taxdtithat generally results from investment i
C corporation. A C corporation generally is reqdite pay full corporatéevel tax. Double taxation generally means taxati@t occurs once
the corporate-level when income is earned and aga@ at the stockholder level when the incomasisiduted. We will, however, be required
to pay federal income tax as follows:

First, we will be required to pay tax at regularpmrate rates on any undistributed REIT taxabletime, including undistributed net
capital gains

Second, we may be required to pay the “alternatirémum tax” on our items of tax preference undense circumstances.

Third, if we have (1) net income from the sale thveo disposition o*foreclosure proper” which is held primarily for sale 1
customers in the ordinary course of business oott®r nonqualifying income from foreclosure prapewe will be required to pay
tax at the highest corporate rate on this incorneedtosure property generally is defined as prgpsg acquired through foreclosure
or after a default on a loan secured by the prgpera lease of the propert

Fourth, we will be required to pay a 100% tax oy aet income from prohibited transactions. Prokithitransactions are, in gene
sales or other taxable dispositions of propertd ipeimarily for sale to customers in the ordinaoyise of business, other than
foreclosure property

Fifth, if we fail to satisfy the 75% or 95% groseome test, as described below, but have othemddetained our qualification as
REIT because certain other requirements are metyilvbe required to a pay a tax equal to (1) theager of (A) the amount by
which 75% of our gross income exceeds the amoualifging under the 75% gross income test, and (B)amount by which 90%
our gross income exceeds the amount qualifying withde95% gross income test, multiplied by (2)ecfion intended to reflect our
profitability.

Sixth, we will be required to pay a 4% excise @athe extent we fail to distribute during each ndkr year at least the sum of

85% of our REIT ordinary income for the year, (8§®of our REIT capital gain net income for the yeard (3) any undistributed
taxable income from prior perioc

Seventh, if we acquire any asset from a corporatibich is or has been a C corporation in a tramsadét which the basis of the as

in our hands is determined by reference to theshiEghe asset in the hands of the C corporatiod vée subsequently recognize gain
on the disposition of the asset during the ten-peaiod beginning on the date on which we acquihedasset, then we will be
required to pay tax at the highest regular corgotat rate on this gain to the extent of the exoég$) the fair market value of the
asset over (2) our adjusted basis in the assefidh case determined as of the date on which weéraddghe asset. The results
described in this paragraph with respect to thegeition of gain assume that the C corporation weilfain from making an election
to receive different treatment under existing Tuegsegulations on its tax return for the year imiehh we acquire an asset from the
C corporation

Eighth, we will be required to pay a 100% tax oy aedetermined rents,” “redetermined deductions"excess interest.lh general
redetermined rents are rents from real propertyat@overstated as a result of services furnisheghy of our tenants by a “taxable
REIT subsidiary” of ours. See “—Penalty Tax.” Restatined deductions and excess interest generglhgsent amounts that are
deducted by a taxable REIT subsidiary of ours fooants paid to us that are in excess of the amdhatsvould have been deducted
based on ar’s length negotiation:
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Requirements for Qualification as a Real Estatestment Trust. The Code defines a “REIT” as a corporationsttiar association:
(1) that is managed by one or more trustees octiirg
(2) that issues transferable shares or transfecatdicates to evidence its beneficial ownership;
(3) that would be taxable as a domestic corporabahfor Sections 856 through 860 of the Code;
(4) that is not a financial institution or an ingoce company within the meaning of certain prowisiof the Code
(5) that is beneficially owned by 100 or more pess:

(6) not more than 50% in value of the outstandioeglsof which is owned, actually or constructiveby, five or fewer individuals
(as defined in the Code to include certain enlitikging the last half of each taxable year; and

(7) that meets other tests, described below, réggttie nature of its income and assets and theiathad its distributions

The Code provides that conditions (1) to (4), isole, must be met during the entire taxable yedrthat condition (5) must be met
during at least 335 days of a taxable year of 18th®) or during a proportionate part of a taxatdaryof less than 12 months. Conditions (5)
and (6) do not apply until after the first taxapéear for which an election is made to be taxed REHA. For purposes of condition (6), pension
funds and other specified tax-exempt entities gadlyeare treated as individuals, except that akitlrough” exception applies with respect to
pension funds.

We believe that we will be organized, will operatel will issue sufficient shares of our common ktaith sufficient diversity of
ownership pursuant to this offering of our commtutk to allow us to satisfy conditions (1) throu@h inclusive. In addition, our charter
provides for restrictions regarding ownership aadi$fer of our shares which are intended to agsist continuing to satisfy the share
ownership requirements described in (5) and (6yabdhese stock ownership and transfer restrictawagiescribed in “Description of
Securities—Restrictions on Transfer.” These retbmns, however, may not ensure that we will, incalbes, be able to satisfy the share
ownership requirements described in (5) and (6)ablh we fail to satisfy these share ownershipuiegments, except as provided in the next
sentence, our status as a REIT will terminaténdfyever, we comply with the rules contained in agafile Treasury regulations that require us
to ascertain the actual ownership of our sharesaando not know, or would not have known through e¢ixercise of reasonable diligence, that
we failed to meet the requirement described in tamd(6) above, we will be treated as having niét tequirement. See the section below
entitled “—Failure to Qualify.”

In addition, we may not maintain our status as #IRIless our taxable year is the calendar yearwilldhave a calendar taxable year.

Ownership of Interests in Partnerships, LimitedHiidy Companies and Qualified REIT SubsidiariesIn the case of a REIT which is a
partner in a partnership or a member in a limitalility company treated as a partnership for fatlexcome tax purposes, Treasury regulations
provide that the REIT will be deemed to own its pata share of the assets of the partnership delibiability company, as the case may be,
based on our interest in partnership capital. Atlse,REIT will be deemed to be entitled to the meoof the partnership or limited liability
company attributable to its pro rata share of gsets of that entity. The character of the assetgeoss income of the partnership or limited
liability company retains the same character initheds of the REIT for purposes of Section 85@ef€ode, including satisfying the gross
income tests and the asset tests. Thus, our @ehare of the assets and items of income of cenatipg partnership, including our operating
partnership’s share of these items of any partieihlimited liability company in which it owns dnterest, are treated as our assets and items
of income for purposes of applying the requiremeletscribed in this prospectus, including the incameé asset tests described below. We
included a brief summary of the rules governing
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the federal income taxation of partnerships andgéidnliability companies and their partners or mensthelow in “—Tax Aspects of Our
Operating Partnership, the Subsidiary Partnersmjisthe Limited Liability Companies.”

We have control of our operating partnership ardstlbsidiary partnerships and limited liability quamies and intend to operate them in
a manner consistent with the requirements for oatification as a REIT. In the future, we may blévdted partner or non-managing member
in some of our partnerships and limited liabiligngpanies. If such a partnership or limited liapitbompany were to take actions which could
jeopardize our status as a REIT or require us yaigpg we may be forced to dispose of our inteiresuch entity. In addition, it is possible tt
a partnership or limited liability company couldésan action which could cause us to fail a REdoine or asset test, and that we would not
become aware of such action in a time frame whiobldvallow us to dispose of our interest in thetpanrship or limited liability company or
take other corrective action on a timely basighbt case, we could fail to qualify as a REIT uslestitled to relief, as described below.

We may from time to time own and operate certaopprties through wholly owned subsidiaries thatintend to be treated as “qualified
REIT subsidiaries” under the Code. A corporatiott guialify as our qualified REIT subsidiary if weva 100% of its outstanding stock and if
we do not elect with the subsidiary to treat ind'saxable REIT subsidiary,” described below. Amanation that is a qualified REIT subsidiary
is not treated as a separate corporation, andsdits, liabilities and items of income, deductind aredit of a qualified REIT subsidiary are
treated as assets, liabilities and items of incateduction and credit (as the case may be) ofdhenp REIT for all purposes under the Code
(including all REIT qualification tests). Thus, &pplying the requirements described in this progge@ny qualified REIT subsidiaries we own
are ignored, and all assets, liabilities and itefiacome, deduction and credit of such subsidiaaiee treated as our assets, liabilities and items
of income, deduction and credit. A qualified RELbsidiary is not required to pay federal income tnd our ownership of the stock of a
qualified REIT subsidiary will not violate the restions on ownership of securities of any one ésdbat constitute more than 10% of the
voting power or value of such issuer’s securitiemore than 5% of the value of our total assetslessribed below under “—Asset Tests.”

Ownership of Interests in Taxable REIT Subsidiarie#\ taxable REIT subsidiary is a corporation otthen a REIT in which we direct
or indirectly hold stock, and that has made a jelattion with us to be treated as a taxable RESEliary. A taxable REIT subsidiary also
includes any corporation other than a REIT wittpees to which a taxable REIT subsidiary in whicheven an interest owns securities
possessing more than 35% of the total voting pawe@alue of the outstanding securities of such am@fion. Other than some activities relal
to lodging and health care facilities, a taxabld R&ubsidiary may generally engage in any busiriesfjding the provision of customary or
non-customary services to tenants of its parenTREltaxable REIT subsidiary is subject to regdateral income tax, and state and local
income tax where applicable, as a regular C cotjmoraln addition, a taxable REIT subsidiary maydrevented from deducting interest on
debt funded directly or indirectly by our compahgértain tests regarding the taxable REIT subgitBalebt to equity ratio and interest
expense are not satisfied. See “—Asset Tests.” Weitly hold an interest in two taxable REIT sudlmiies and may acquire securities in
additional taxable REIT subsidiaries in the futu®@ee of our taxable REIT subsidiaries, Asbury Rdokdings, is organized under the laws of
Jersey and owns the Camperdown House propertyUmtied Kingdom and other foreign countries may isgtaxes on our operations within
their jurisdictions, including the operations ofbAsy Park Holdings. To the extent possible, we stilicture our activities to minimize our
foreign tax liability. However, there can be no quete assurance that we will be able to eliminateforeign tax liability or reduce it to a
specified level. Furthermore, as a REIT, both we @ur stockholders will derive little or no bendfibm foreign tax credits arising from those
taxes. From time to time we may own other propsiteough taxable REIT subsidiaries, although weeh® present plan or intention to do

Income Tests. We must satisfy two gross income requirementsially to maintain our qualification as a REITtsEj in each taxable
year we must derive directly or indirectly at le@S#6 of our gross income, excluding gross incornefprohibited transactions, fro
investments relating to real property or mortgames
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real property, including “rents from real propersyid, in certain circumstances, interest, or fremain types of temporary investments.
Second, in each taxable year we must derive at %86 of our gross income, excluding gross incoramfprohibited transactions, from these
real property investments, dividends, interestgaid from the sale or disposition of stock or séims, or from any combination of the
foregoing. For these purposes, the term “intergstierally does not include any amount receiveccorugd, directly or indirectly, if the
determination of the amount depends in whole grairt on the income or profits of any person. Howesa amount received or accrued
generally will not be excluded from the term “irgst” solely by reason of being based on a fixeder@age or percentages of receipts or sales.

Rents we receive from a tenant will qualify as teefiom real property” for the purpose of satisfythe gross income requirements for a
REIT described above only if the following condit®are met:

» The amount of rent must not be based in whole paih on the income or profits of any person. Hogvgan amount we receive or
accrue generally will not be excluded from the téremts from real propertySolely by reason of being based on a fixed pergend
percentages of receipts or sa

* We, or an actual or constructive owner of 10% oreraf our capital stock, must not actually or condively own 10% or more of
the interests in the tenant, or, if the tenantdsmoration, 10% or more of the voting power dueeof all classes of stock of the
tenant. Rents received from such tenant thatasable REIT subsidiary, however, will not be exéddrom the definition of “rents
from real property” as a result of this conditideither at least 90% of the space at the progertyhich the rents relate is leased to
third parties, and the rents paid by the taxabléTRiabsidiary are comparable to rents paid by dewntenants for comparable spe

* Rent attributable to personal property, leasedimection with a lease of real property, is noaggethan 15% of the total rent
received under the lease. If this requirement tamet, then the portion of rent attributable togoeral property will not qualify as
“rents from real proper”; and

*  We generally must not operate or manage the prppefurnish or render services to the tenanthefaroperty, subject to a 1% de
minimis exception, other than through an independentractor from whom we derive no revenue. We nhayvever, directly
perform certain services that are “usually or congtdly rendered” in connection with the rental pase for occupancy only and are
not otherwise considered “rendered to the occupafntie property. Examples of such services inclindeprovision of light, heat, or
other utilities, trash removal and general mainteeaof common areas. In addition, we may employndependent contractor to
provide customary services, or a taxable REIT glidsi, which may be wholly or partially owned by, &3 provide both customary
and non-customary services to our tenants withausiog the rent we receive from those tenantsilttofgualify as “rents from real
property.” Any amounts we receive from a taxabld R&ubsidiary with respect to the taxable REIT sdilasy’s provision of
noncustomary services will, however, be nonqualifrcome under the 75% gross income test and, éxzdjpe extent received
through the payment of dividends, the 95% REIT gjiasome tes!

We generally do not intend, and as a general paofneur operating partnership, do not intend tongieour operating partnership, to take
actions we believe will cause us to fail to satidfy rental conditions described above. Howevennag intentionally fail to satisfy some of
these conditions to the extent the failure will,fdsed on the advice of our tax counsel, jeoparolir tax status as a REIT. In addition, with
respect to the limitation on the rental of pers@raberty, we have not obtained appraisals of ¢héproperty and personal property leased to
tenants. Accordingly, there can be no assurantettbdRS will not disagree with our determinatiaisalue.

Income we receive that is attributable to the resit@arking spaces at the properties will congtiteents from real property for purposes
of the REIT gross income tests if any services jgie with respect to the parking facilities arefpened by independent contractors from
whom we derive no income, either directly or indthg, or by a taxable REIT subsidiary. We beliekattthe income we receive that is
attributable to parking
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facilities will meet these tests and, accordinglifl constitute rents from real property for purpsof the REIT gross income tests.

From time to time, we enter into hedging transatiwvith respect to one or more of our assets bilii@s. Our hedging activities may
include entering into interest rate swaps, capd flors, options to purchase these items, anddstand forward contracts. To the extent that
we enter into an interest rate swap or cap contogtion, futures contract, forward rate agreemengny similar financial instrument to hedge
our indebtedness incurred or to be incurred to iaeaqu carry “real estate assets,” any periodioime or gain from the disposition of that
contract attributable to the carrying or acquisitad the real estate assets should be qualifyiognre for purposes of the 95% gross income
test, but not the 75% gross income test. To thengxhat we hedge with other types of financiatrimeents, the income from those transact
are not likely to be treated as qualifying incoraegurposes of the gross income tests. We intestttcture any hedging transactions in a
manner that does not jeopardize our status as &.REI

From time to time we may incur foreign currencyrgaor losses as a result of distributions made siyudy Park Holdings to our
operating partnership, because Asbury Park Holdiiugstional currency is not the United States dolMWhile any foreign currency gains we
recognize may not be qualifying income for purposfethe 75% and 95% gross income tests, we doxpect that any such foreign currency
gains will adversely affect our ability to complytivsuch tests.

To the extent our taxable REIT subsidiaries paydeinds, we generally will derive our allocable haf such dividend income through
our interest in our operating partnership. Sucldeind income will qualify under the 95%, but not tF6%, REIT gross income test. In
addition, because Asbury Park Holdings is a “cdtgdoforeign corporation” for United States federailome tax purposes under applicable tax
rules, we will be deemed to receive our allocablars of certain income earned by Asbury Park Hglslithrough our interest in our operating
partnership, whether or not such income actualtisgibuted to our operating partnership. We idtémtake the position that such income will
qualify under the 95%, but not the 75%, REIT grios®me test, although there is no law that direatigresses the tax treatment of such
income for purposes of the REIT gross income t&gtswill monitor the amount of the dividend andextincome from our taxable REIT
subsidiaries and will take actions intended to kibépincome, and any other non-qualifying incomihin the limitations of the REIT income
tests. While we expect these actions would presamoblation of the REIT income tests, we cannotrgaotee that such actions will in all cases
prevent such a violation.

If we fail to satisfy one or both of the 75% or 9%f¥@ss income tests for any taxable year, we magntieeless qualify as a REIT for the
year if we are entitled to relief under certainypsions of the Code. Generally, we may avail owsglof the relief provisions i
« our failure to meet these tests was due to reagmogabse and not due to willful negle

e we attach a schedule of the sources of our inconoaiit federal income tax return; and

» any incorrect information on the schedule was et @ fraud with intent to evade t:

It is not possible, however, to state whether irtistumstances we would be entitled to the berdfihese relief provisions. For examg
if we fail to satisfy the gross income tests beeausn-qualifying income that we intentionally aceir receive exceeds the limits on non-
qualifying income, the IRS could conclude that failure to satisfy the tests was not due to realsieneause. If these relief provisions do not
apply to a particular set of circumstances, we moll qualify as a REIT. As discussed above in “—ateon of Our Company—General,” even
if these relief provisions apply, and we retain status as a REIT, a tax would be imposed witheetsip our non-qualifying income.

Prohibited Transaction Income. Any gain that we realize on the sale of anypprty held as inventory or otherwise held primafily
sale to customers in the ordinary course of busiriesluding our share of any such gain realizedlnyoperating partnership, either directly or
through its subsidiary partnerships and limited
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liability companies, will be treated as income framrohibited transaction that is subject to a 1@@¥talty tax. This prohibited transaction
income may also adversely affect our ability tasfatthe income tests for qualification as a RBUhder existing law, whether property is held
as inventory or primarily for sale to customershia ordinary course of a trade or business is atiureof fact that depends on all the facts and
circumstances surrounding the particular transactur operating partnership intends to hold itspprties for investment with a view to long-
term appreciation, to engage in the business afieing, developing and owning its properties andmake occasional sales of the properties as
are consistent with our operating partnership’gtmnent objectives. However, the IRS may succdgsfahtend that some or all of the sales
made by our operating partnership or its subsidi@ngnerships or limited liability companies arelgibited transactions. We would be required
to pay the 100% penalty tax on our allocable sbéthe gains resulting from any such sales.

Penalty Tax. Any redetermined rents, redetermined deductiorexoess interest we generate will be subject to0&84lfenalty tax. In
general, redetermined rents are rents from regguty that are overstated as a result of any ses\firnished by one of our taxable REIT
subsidiaries to any of our tenants, and redetemnilegluctions and excess interest represent anyraanthat are deducted by a taxable REIT
subsidiary for amounts paid to us that are in exoéshe amounts that would have been deductedilmsarm’s-length negotiations. Rents we
receive will not constitute redetermined renthdyt qualify for certain safe harbor provisions eaméd in the Code.

Our taxable REIT subsidiaries currently do not jievany services to our tenants. If, in the futargy of our taxable REIT subsidiaries
provide services to our tenants, we intend toleefées paid to our taxable REIT subsidiaries fimhsservices at arm’s-length rates, although
such rates may not satisfy any of the safe-harlmrigions described above. These determinationmbegently factual, and the IRS has broad
discretion to assert that amounts paid betweeterk|zarties should be reallocated to clearly rétieeir respective incomes. If the IRS
successfully made such an assertion, we woulddpéresl to pay a 100% penalty tax on the excess @ira’s-length fee for tenant services
over the amount actually paid.

Asset Tests. At the close of each quarter of our taxable yearmust also satisfy four tests relating to the matund diversification of
our assets. First, at least 75% of the value otatat assets must be represented by real essgétsasash, cash items and government
securities. For purposes of this test, real estsgets include stock or debt instruments that arehpsed with the proceeds of a stock offerin
a public offering of debt with a term of at leaisefyears, but only for the one-year period begigron the date we receive such proceeds.
Second, not more than 25% of our total assets raagfiresented by securities, other than thoseidestncludable in the 75% asset test.
Third, of the investments included in the 25% askads, and except for investments in REITs, gealiREIT subsidiaries and taxable REIT
subsidiaries, the value of any one issuer’s seéeanhay not exceed 5% of the value of our totadtassnd we may not own more than 10% of
the total vote or value of the outstanding se@sitif any one issuer except, in the case of the\ide test, certain “straight debt” securities.
Fourth, not more than 20% of the value of our tatslets may be represented by the securities afranere taxable REIT subsidiaries.

Our operating partnership owns 100% of the stockstfury Park Holdings and Digital Services, Inc e fe considered to own our pro
rata share of Asbury Park Holdings’ and Digital\Begs, Inc. stock because we own interests in our operatimnership. Each of Asbury Pz
Holdings and Digital Services, Inc . will electg&ther with us, to be treated as our taxable REDBBigliary. So long as each of these companies
gualifies as a taxable REIT subsidiary, we will betsubject to the 5% asset test, 10% voting seesifimitation or 10% value limitation with
respect to our ownership of their stock. We mayuaegsecurities in other taxable REIT subsidiaiethe future. We believe that the aggregate
value of our taxable REIT subsidiaries does noeegrcand believe that in the future it will not eed, 20% of the aggregate value of our gross
assets. No independent appraisals have been adbtaisepport these conclusions. In addition, tlvarebe no assurance that the IRS will not
disagree with our determinations of value.

The asset tests must be satisfied not only orattteday of the calendar quarter in which we, diyemt through our operating partnership,
acquire securities in the applicable issuer, & ah the last day of the

170



Table of Contents

calendar quarter in which we increase our ownerghgecurities of such issuer, including as a tesfuihcreasing our interest in our operating
partnership. For example, our indirect ownershipaafurities of each issuer will increase as a refwur capital contributions to our operating
partnership or as limited partners exercise tlelemption/exchange rights. After initially meetihg asset tests at the close of any quarter, we
will not lose our status as a REIT for failure #isfy the asset tests at the end of a later qusotely by reason of changes in asset valuese

fail to satisfy an asset test because we acquingrises or other property during a quarter, inahgdas a result of an increase in our interest in
our operating partnership, we may cure this failwelisposing of sufficient non-qualifying assetshin 30 days after the close of that quarter.
Although we plan to take steps to ensure that wisfgauch tests for any quarter with respect taciwhesting is to occur, there can be no
assurance that such steps will always be successfwill not require a reduction in our operatipgrtnership’s overall interest in an issuer. If
we fail to timely cure any noncompliance with trsset tests, we would cease to qualify as a REIT.

Annual Distribution Requirements. To maintain our qualification as a REIT, we egquired to distribute dividends, other than clpit
gain dividends, to our stockholders in an amouteadt equal to the sum of:

*  90% of our*REIT taxable incon”; and
*  90% of our after tax net income, if any, from fdostire property; minus

» the excess of the sum of certain items of-cash income over 5% of 0“REIT taxable incom

Our “REIT taxable income” is computed without redjéw the dividends paid deduction and our net ehpgdin. In addition, for purposes
of this test, non-cash income means income atatidatto leveled stepped rents, original issue diston purchase money debt, cancellation of
indebtedness or a like-kind exchange that is dé¢¢ermined to be taxable.

We must pay these distributions in the taxable yearhich they relate, or in the following taxalylear if they are declared during the last
three months of the taxable year, payable to stdkis of record on a specified date during suctodeand paid during January of the
following year. Such distributions are treated a&lfby us and received by our stockholders on Déeer81 of the year in which they are
declared. In addition, at our election, a distribntfor a taxable year may be declared before meli file our tax return for such year and paid
on or before the first regular dividend paymenemtuch declaration, provided such payment is ndadeg the 12-month period following the
close of such year. These distributions are tax@bteir stockholders, other than tax-exempt estifie the year in which paid. This is so even
though these distributions relate to the prior feapurposes of our 90% distribution requirem@ite amount distributed must not be
preferential—i.e., every stockholder of the clakstock with respect to which a distribution is readust be treated the same as every other
stockholder of that class, and no class of stock Ibeatreated otherwise than in accordance wittivislend rights as a class. To the extent that
we do not distribute all of our net capital gaird@stribute at least 90%, but less than 100%, of'‘BEIT taxable income,” as adjusted, we will
be required to pay tax on that amount at reguldinary and capital gain corporate tax rates, aticgipe. We intend to make timely
distributions sufficient to satisfy these annuaitdpution requirements and to minimize our corp@tax obligations. In this regard, the
partnership agreement of our operating partnehtiporizes us, as general partner of our operatinpership, to take such steps as may be
necessary to cause our operating partnership tigbdite to its partners an amount sufficient tonpieius to meet these distribution requireme

We expect that our REIT taxable income will be s our cash flow because of depreciation andratbn-cash charges included in
computing REIT taxable income. Accordingly, we aiptaite that we generally will have sufficient casHiquid assets to enable us to satisfy
distribution requirements described above. Howelvem time to time, we may not have sufficient caslother liquid assets to meet these
distribution requirements due to timing differenbetween the actual receipt of income and actuahpat of deductible expenses, and the
inclusion of income and deduction of expensesiiviag at our taxable income. If these timing difaces occur we may need to arrange for
short-term, or possibly long-term, borrowings oedi¢o pay dividends in the form of taxable stockdinds in order to meet the distribution
requirements.
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Under some circumstances, we may be able to reatifipadvertent failure to meet the distributioguieement for a year by paying
“deficiency dividends” to our stockholders in adlayear, which may be included in our deductiondieidends paid for the earlier year. Thus,
we may be able to avoid being taxed on amountsiuliséd as deficiency dividends. However, we wélrequired to pay interest to the IRS
based upon the amount of any deduction claimeddticiency dividends.

Furthermore, we will be required to pay a 4% extdseto the extent we fail to distribute during le@alendar year, or in the case of
distributions with declaration and record dateBrfglin the last three months of the calendar ykaithe end of January immediately following
such year, at least the sum of 85% of our REITrandi income for such year, 95% of our REIT capi@h income for the year and any
undistributed taxable income from prior periodsy/REIT taxable income and net capital gain on whith excise tax is imposed for any year
is treated as an amount distributed during that f@gpurposes of calculating such tax.

Like-Kind Exchanges. We may dispose of properties in transactiotenicied to qualify as like-kind exchanges underGbde. Such
like-kind exchanges are intended to result in the dafefrgain for federal income tax purposes. Thiifaiof any such transaction to qualify
a like-kind exchange could subject us to federabine tax, possibly including the 100% prohibitexhiaction tax, depending on the facts and
circumstances surrounding the particular transactio

Failure To Qualify

If we fail to qualify for taxation as a REIT in atgxable year, and the relief provisions do notyapge will be required to pay ta
including any applicable alternative minimum tar,aur taxable income at regular corporate ratestributions to stockholders in any year in
which we fail to qualify will not be deductible s, and we will not be required to distribute anyoants to our stockholders. As a result, our
failure to qualify as a REIT would reduce the cashilable for distribution by us to our stockhoksldn addition, if we fail to qualify as a RE
all distributions to stockholders will be taxabkeragular corporate dividends to the extent ofcaurent and accumulated earnings and profits,
and subject to certain limitations of the Code povate distributees may be eligible for the divideneceived deduction. Unless entitled to
relief under specific statutory provisions, we vailso be disqualified from taxation as a REIT fog four taxable years following the year
during which we lost our qualification. It is nadgsible to state whether in all circumstances welevbe entitled to this statutory relief.

Tax Aspects of Our Operating Partnership, the Subsiiary Partnerships and the Limited Liability Companies

General. All of our investments will initially be helahdirectly through our operating partnership. Iniidd, our operating partnersh
holds certain of its investments indirectly throwsyibsidiary partnerships and limited liability ccamges which we expect will be treated as
partnerships or disregarded entities for fedemabime tax purposes. In general, entities that assifled as partnerships or disregarded entities
for federal income tax purposes are “pass-througgitities which are not required to pay federal medax. Rather, partners or members of
such entities are allocated their pro rata shafrésedtems of income, gain, loss, deduction aradiitrof the entity, and are potentially required
to pay tax thereon, without regard to whether thergers or members receive a distribution of casimfthe entity. We will include in our
income our pro rata share of the foregoing itemgtoposes of the various REIT income tests artércomputation of our REIT taxable
income. Moreover, for purposes of the REIT assatsteve will include our pro rata share of assetd by our operating partnership, including
its share of its subsidiary partnerships and lichliability companies, based on our capital inteseSee “—Taxation of Our Company.”

Entity Classification. Our interests in our operating partnership twedsubsidiary partnerships and limited liabiligngpanies involve
special tax considerations, including the possibihiat the IRS might challenge the status of theeg#ies as a partnership (or disregarded
entity), as opposed to an association taxable as a
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corporation for federal income tax purposes. If operating partnership, or a subsidiary partnershipmited liability company, were treated

an association, it would be taxable as a corparatiod would be required to pay an entity-leveldaxts income. In this situation, the character
of our assets and items of gross income would a¢hand preclude us from satisfying the REIT ass#s t@nd possibly the income tests. See
“—Taxation of Our Company—Asset Tests” and “—Incofrests.” This, in turn, would prevent us from gfyatig as a REIT. See “—Failure

to Qualify” for a discussion of the effect of o@iltire to meet these tests for a taxable yearddiitian, a change in our operating partnership’s
or a subsidiary partnership’s or limited liabilitgmpany’s status for tax purposes might be treaseal taxable event. If so, we might incur a tax
liability without any related cash distributions.

A domestic business entity not otherwise organaed corporation and which has at least two memaber&ligible entity,” that did not
exist, or did not claim a classification, priorkanuary 1, 1997, will be classified as a partnerfir federal income tax purposes unless it elects
otherwise. Our operating partnership and each pbther partnerships and limited liability compamnietend to claim classification as a
partnership under the final regulations. As a ftesug believe these entities will be classifiegpagtnerships for federal income tax purposes.

Allocations of Income, Gain, Loss and DeductionThe partnership agreement generally providasittms of operating income and I«
will be allocated to the holders of units in progam to the number of units held by each such whitér. Certain limited partners have agree
guarantee debt of our operating partnership, edhectly or indirectly through an agreement to malpital contributions to our operating
partnership under limited circumstances. As a texfithese guaranties or contribution agreememis netwithstanding the foregoing
discussion of allocations of income and loss ofaperating partnership to holders of units, suetitéd partners could under limited
circumstances be allocated a disproportionate atafuret loss upon a liquidation of our operatiragtpership, which net loss would have
otherwise been allocable to us. In addition, thengaiship agreement further provides that holdéterng-term incentive units will be entitled
receive special allocations of gain in the everd eéle or hypothetical sale of assets of our diperpartnership prior to the allocation of gain
to us or other limited partners. This special atamn of gain is intended to enable the holdenef-term incentive units to convert their long-
term incentive units into units more quickly théithie allocations of gain were made pro rata tohnblelers of units. However, as a result of this
special allocation, and notwithstanding the foregaiiscussion of allocations of income and losswfoperating partnership to holders of
units, holders of long-term incentive units mayatlecated a disproportionate amount of gain upenstile or hypothetical sale of assets of our
operating partnership, which gain would have otligevbeen allocable to us.

If an allocation of partnership income or loss doescomply with the requirements of Section 704(bthe Code and the Treasury
regulations thereunder, the item subject to thecation will be reallocated in accordance with plagtners’ interests in the partnership. This
reallocation will be determined by taking into agnball of the facts and circumstances relatintheoeconomic arrangement of the partners
with respect to such item. Our operating partn@istallocations of taxable income and loss arenidégl to comply with the requirements of
Section 704(b) of the Code and the Treasury reignisipromulgated under this section of the Code.

Tax Allocations with Respect to the PropertiesUnder Section 704(c) of the Code, income, dasg and deduction attributable to
appreciated or depreciated property that is camtithto a partnership in exchange for an interetiieé partnership, must be allocated in a
manner so that the contributing partner is chakgd the unrealized gain or benefits from the ufized loss associated with the property ai
time of the contribution. The amount of the unraadi gain or unrealized loss generally is equahéadifference between the fair market value
or book value and the adjusted tax basis of thpgstg at the time of contribution. These allocasi@ame solely for federal income tax purposes
and do not affect the book capital accounts orratlienomic or legal arrangements among the partners

Appreciated property will be contributed to our cggng partnership in exchange for interests inapgrating partnership in connection
with the formation transactions. The partnershiggament requires that
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these allocations be made in a manner consisténtSeiction 704(c) of the Code. Treasury regulatissged under Section 704(c) of the Code
provide partnerships with a choice of several mgshaf accounting for book-tax differences. We andaperating partnership have agreed to
use the “traditional method” for accounting for ketax differences for the properties initially cdbtited to our operating partnership. Under
the traditional method, which is the least favoeatethod from our perspective, the carryover bafstontributed interests in the properties in
the hands of our operating partnership (i) wilcould cause us to be allocated lower amounts afedé&tion deductions for tax purposes than
would be allocated to us if all contributed propEstwere to have a tax basis equal to their faikatasalue at the time of the contribution and
(i) could cause us to be allocated taxable gaiiménevent of a sale of such contributed interesfwoperties in excess of the economic or book
income allocated to us as a result of such saté, avcorresponding benefit to the other partneuinoperating partnership. An allocation
described in (ii) above might cause us or the gblaemers to recognize taxable income in excessasli proceeds in the event of a sale or other
disposition of property, which might adversely atfeur ability to comply with the REIT distributicequirements. See “—Taxation of Our
Company—Requirements for Qualification as a Retdtednvestment Trust” and “—Annual DistributiondRérements.”

Any property acquired by our operating partnershig taxable transaction will initially have a thasis equal to its fair market value, and
Section 704(c) of the Code will not apply.

Federal Income Tax Considerations for Holders of OuCommon Stock

The following summary describes the principal Udigtates federal income tax consequences to ypurohasing, owning and dispos
of our common stock. This summary deals only widlmmon stock held as a “capital asset” (generatyperty held for investment within the
meaning of Section 1221 of the Code). It does ddtess all the tax consequences that may be reélevgou in light of your particular
circumstances. In addition, it does not addressakeonsequences relevant to persons who recedaad treatment under the federal income
tax law, except where specifically noted. Holderseiving special treatment include, without linitat

» financial institutions, banks and thrifts;

* insurance companie

» tax-exempt organizations;

e “S" corporations

* regulated investment companies and real estatstmest trusts;

» foreign corporations or partnerships, and persdms ave not residents or citizens of the UnitedeStat
» dealers in securities or currenci

» persons holding our common stock as a hedge againgncy risks or as a position in a straddle; or

» United States persons whose functional currenaptishe United States dolle

If a partnership holds our common stock, the teattnent of a partner in the partnership generallydepend upon the status of the
partner and the activities of the partnership.olfiyare a partner of a partnership holding our comstock, you should consult your tax advisor
regarding the tax consequences of the ownershiglapdsition of our common stock.

If you are considering purchasing our common stgok, should consult your tax advisors concernirggapplication of United States
federal income tax laws to your particular situatas well as any consequences of the purchase raiwpand disposition of our common st
arising under the laws of any state, local or fgmeiaxing jurisdiction.
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When we use the term “U.S. stockholder,” we mehnplder of shares of our common stock who, for UhB¢ates federal income tax
purposes:

* s a citizen or resident of the United States;

* is a corporation, partnership, limited liabilityrapany or other entity created or organized in ateurthe laws of the United States
of any state thereof or in the District of Columbiaess, in the case of a partnership or limitadility company, Treasury regulatic
provide otherwise

* is an estate the income of which is subject to éthBtates federal income taxation regardless gbitsce; o

* is atrust whose administration is subject to thmary supervision of a United States court andolvhiias one or more United States
persons who have the authority to control all samisal decisions of the trust. Notwithstanding gineceding sentence, to the extent
provided in the Treasury regulations, certain glstexistence on August 20, 1996, and treatednétedl States persons prior to this
date that elect to continue to be treated as UiStates persons, shall also be considered U.XKlsiloters.

If you hold shares of our common stock and areandtS. stockholder, you are a “non-U.S. stockholder

Taxation of Taxable U.S. Stockholders Generally

Distributions Generally. As long as we qualify as a REIT, distributiang of our current or accumulated earnings anditgraither
than capital gain dividends discussed below, vatistitute dividends taxable to our taxable U.Scldtolders as, in general, ordinary income
and will not be eligible for the dividendsceived deduction in the case of U.S. stockholttexsare corporations. As a REIT, dividends byt
our ordinary income will generally not qualify agualified dividend income” eligible to be taxedtire case of individuals at capital gain rates.
See “—Tax Rates” below.

To the extent that we make distributions in exadssur current and accumulated earnings and prafiese distributions will be treated
first as a tax-free return of capital to each WiBckholder. This treatment will reduce the adjdgsx basis which each U.S. stockholder has in
its shares of stock for tax purposes by the amofitite distribution, but not below zero. Distribars in excess of a U.S. stockholder’s adjusted
tax basis in its shares will be taxable as cap#é#hs, and will be taxable as long-term capitahgbihe shares have been held for more than one
year. Dividends we declare in October, NovembeBDerember of any year and payable to a stockholdercord on a specified date in any
these months shall be treated as both paid by diseaeived by the stockholder on December 31 dfytbar, provided we actually pay the
dividend on or before January 31 of the followirsdendar year. U.S. stockholders may not includééir own income tax returns any of our
net operating losses or capital losses.

Capital Gain Dividends. Distributions that we properly designate adtaapain dividends will be taxable to taxable Us&ckholders
as gains from the sale or disposition of a capitakt, to the extent that such gains do not exagedctual net capital gain for the taxable year.
Depending on the characteristics of the assetshagrieduced these gains, and on certain designatfarsy, which we may make, these gains
may be taxable to non-corporate U.S. stockholdeasl®% or 25% rate.

U.S. stockholders that are corporations may, howdesrequired to treat up to 20% of certain céjgigen dividends as ordinary income.

Passive Activity Losses and Investment Interesitdfions. Distributions we make and gain arising from shée or exchange by a U.S.
stockholder of our shares will not be treated asipa activity income. As a result, U.S. stockhdddgenerally will not be able to apply any
“passive losses” against this income or gain. A.dt8ckholder may elect to treat capital gain dévids, capital gains from the disposition of
stock and qualified dividend income as investmeabime for purposes of computing the investmentéstdimitation, but
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in such case, the stockholder will be taxed atr@ndi income rates on such amount. Other distribstinade by the Company, to the extent
do not constitute a return of capital, generally} e treated as investment income for purposeoofputing the investment interest limitation.

Retention of Net Capital Gains. We may elect to retain, rather than distritagex capital gain dividend, all or a portion of oet capita
gains. If we make this election, we would pay taxoor retained net capital gains. In additionh® ¢éxtent we so elect, a U.S. stockholder
generally would:

* include its pro rata share of our undistributedaagtital gains in computing its long-term capitalrgs in its return for its taxable year
in which the last day of our taxable year falldjsat to certain limitations as to the amount ikahcludable:

* be deemed to have paid the capital gains tax inthosais on the designated amounts included in tBe $fockholder’s long-term
capital gains

» receive a credit or refund for the amount of tagrded paid by it

* increase the adjusted basis of its common stodkéylifference between the amount of includablegand the tax deemed to have
been paid by it; an

* inthe case of a U.S. stockholder that is a cotporaappropriately adjust its earnings and prdfitsthe retained capital gains
accordance with Treasury regulations to be prontathhy the IRS

Dispositions of Our Common Stock.If a U.S. stockholder sells or disposes o$itares of our common stock, it will recognize gatin
loss for federal income tax purposes in an amoguékto the difference between the amount of cashtlae fair market value of any property
received on the sale or other disposition anddpssted basis in the shares for tax purposes.ddiisor loss will be long-term capital gain or
loss if it has held the common stock for more thaa year. In general, if a U.S. stockholder recogmioss upon the sale or other dispositia
our common stock that it has held for six monthkess, after applying certain holding period rutes, loss recognized will be treated as a long-
term capital loss, to the extent the stockholdeeireed distributions from us which were requiredbéotreated as long-term capital gains.

Tax Rates

The maximum tax rate for n-corporate taxpayers for (1) capital gains, inclgc capital gain dividend” has generally been reduc
from 20% to 15% (for taxable years ending on cerdffay 6, 2003, although depending on the chariatitey of the assets which produced
these gains and on designations which we may neakiin capital gain dividends may be taxed at% 2&te) and (2) “qualified dividend
income”has generally been reduced from 38.6% to 15% &alile years beginning after December 31, 200eheral, dividends payable
REITs are not eligible for the reduced tax ratecorporate dividends, except to the extent thatgettolding requirements have been met and
the REIT’s dividends are attributable to dividemeseived from taxable corporations (such as italilexREIT subsidiaries), to income that was
subject to tax at the corporate/REIT level (forrapde, if it distributed taxable income that it rieted and paid tax on in the prior taxable year)
or to dividends properly designated by the REITcapital gain dividends.Although these tax rate changes do not adverstdgtahe taxatiol
of REITs or dividends paid by REITs, the more falide treatment of regular corporate dividends coalgse investors who are individuals to
consider stock of other corporations that pay dimids to be more attractive relative to the stodRBITs. The currently applicable provisions
of the United States federal income tax laws netpto the 15% tax rate are currently schedulegtm$et” or revert back to the provisions of
prior law effective for taxable years beginningeafDbecember 31, 2008, at which time the capitalgtax rate will be increased to 20% and the
rate applicable to dividends will be increasedh® tax rate then applicable to ordinary income.
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Backup Withholding

We report to our U.S. stockholders and the IRSatheunt of dividends paid during each calendar yaad,the amount of any ti
withheld. Under the backup withholding rules, acktmlder may be subject to backup withholding wéhkpect to dividends paid unless the
holder is a corporation or comes within certaineotbxempt categories and, when required, demoesttiais fact, or provides a taxpayer
identification number, certifies as to no loss xémption from backup withholding, and otherwise glies with applicable requirements of the
backup withholding rules. A U.S. stockholder thaes not provide us with its correct taxpayer idaaiion number may also be subject to
penalties imposed by the IRS. Backup withholdingdsan additional tax. Any amount paid as backitphiwlding will be creditable against
the stockholder’s federal income tax liability.dddition, we may be required to withhold a portidrcapital gain distributions to any
stockholders who fail to certify their non-foreigtatus. See “—Taxation of Non-U.S. Stockholders.”

Taxation of Tax Exempt Stockholders

Dividend income from us and gain arising upon & sélshares generally will not be unrelated businasable income to a tax-exempt
stockholder, except as described below. This inconmgain will be unrelated business taxable incamosyever, if a tax-exempt stockholder
holds its shares as “debt-financed property” withia meaning of the Code or if the shares are imsadrade or business of the tax-exempt
stockholder. Generally, debt-financed propertyrigpprty the acquisition or holding of which wasdirted through a borrowing by the tax-
exempt stockholder.

For tax-exempt stockholders which are social club&jntary employee benefit associations, suppléatememployment benefit trusts,
or qualified group legal services plans exempt ffederal income taxation under Sections 501(cJ€J§9), (c)(17) or (c)(20) of the Code,
respectively, income from an investment in our ebavill constitute unrelated business taxable ireomless the organization is able to
properly claim a deduction for amounts set asidglaced in reserve for specific purposes so affsetathe income generated by its investment
in our shares. These prospective investors shanduit their tax advisors concerning these “sateishnd reserve requirements.

Notwithstanding the above, however, a portion efdividends paid by a “pension-held REIT” may leated as unrelated business
taxable income as to some trusts that hold mome 10&b, by value, of the interests in the REIT. AIR®&ill not be a “pension-held REIT” if it
is able to satisfy the “not closely held” requirerhwithout relying on the “look-through” exceptivith respect to certain trusts. As a result of
limitations on the transfer and ownership of stooktained in our charter, we do not expect to hegified as a “pension-held REIT,” and as a
result, the tax treatment described in this pagggshould be inapplicable to our stockholders. Hewebecause our stock will be publicly
traded, we cannot guarantee that this will alwayshe case.

Taxation of Non-U.S. Stockholders

The following discussion addresses the rules gangrdnited States federal income taxation of theemship and disposition of our
common stock by non-U.S. stockholders. These mdesomplex, and no attempt is made herein to geowiore than a brief summary of such
rules. Accordingly, the discussion does not addafissspects of United States federal income taraaind does not address state local or
foreign tax consequences that may be relevanhtmal.S. stockholder in light of its particulara@imstances.

Distributions Generally. Distributions that are neither attributablegtin from sales or exchanges by us of United Stetdsproperty
interests nor designated by us as capital gaimends will be treated as dividends of ordinary medo the extent that they are made out o
current or accumulated earnings and profits. Susthilsutions ordinarily will be subject to withhatdy of United States federal income tax at a
30% rate or such lower rate as may be specifieghbgpplicable income tax treaty, unless the distidins are treated as effectively connected
with the conduct by the non-U.S. stockholder ofratéd States trade or business. Under certainggedtowever, lower withholding rates
generally applicable to dividends do not applyitadinds
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from a REIT. Certain certification and disclosueguirements must be satisfied to be exempt frohheitling under the effectively connected
income exemption. Dividends that are treated actffely connected with such a trade or businefido@isubject to tax on a net basis at
graduated rates, in the same manner as dividend$gd.S. stockholders are subject to tax, andgaresrally not subject to withholding. Any
such dividends received by a non-U.S. stockhold@ris a corporation may also be subject to antiaddil branch profits tax at a 30% rate or
such lower rate as may be specified by an appkcaigiome tax treaty.

We expect to withhold United States income tahatrate of 30% on any distributions made to a ndd-tockholder unless:

(1) a lower treaty rate applies and the-U.S. stockholder files with us an IRS Forn-8BEN evidencing eligibility for tha
reduced treaty rate; or

(2) the non-U.S. stockholder files an IRS Form WEB®ith us claiming that the distribution is incoretfectively connected with
the non-U.S. stockholder’s trade or business.

Distributions in excess of our current or accunmadatarnings and profits will not be taxable to a-tbS. stockholder to the extent that
such distributions do not exceed the adjusted ldighse stockholder’'s common stock, but rather vétluce the adjusted basis of such common
stock. To the extent that such distributions exdbedadjusted basis of a non-U.S. stockholder’'smmomstock, they will give rise to gain from
the sale or exchange of its common stock, ther&atrhent of which is described below. For withhotdpurposes, we expect to treat all
distributions as if made out of our current or analated earnings and profits. However, amountshwitth should generally be refundable if it
is subsequently determined that the distributios,wafact, in excess of our current or accumulatchings and profits.

Capital Gain Dividends and Distributions Attributalto a Sale or Exchange of United States Real étggnterests. Distributions to i
non-U.S. stockholder that we properly designateagétal gain dividends, other than those arisiogifthe disposition of a United States real
property interest, generally should not be suliigtinited States federal income taxation, unless:

(1) the investment in our common stock is treatedféectively connected with the non-U.S. stockkoklUnited States trade or
business, in which case the non-U.S. stockholdibeisubject to the same treatment as U.S. stddkhowith respect to such gain,
except that a non-U.S. stockholder that is a foreyporation may also be subject to the 30% branofits tax, as discussed above; or

(2) the non-U.S. stockholder is a nonresident afieividual who is present in the United States¥88 days or more during the
taxable year and certain other conditions are imethich case the nonresident alien individual Ww#l subject to a 30% tax on the
individual's capital gains.

Pursuant to the Foreign Investment in Real Propkaty Act, which is referred to as “FIRPTA,” distutions to a non-U.S. stockholder
that are attributable to gain from sales or exckariy us of United States real property interegtgther or not designated as capital gain
dividends, will cause the non-U.S. stockholderégdreated as recognizing such gain as income sfdgciconnected with a United States trade
or business. Non-U.S. stockholders would thus gdlydoe taxed at the same rates applicable to §1dgkholders, subject to a special
alternative minimum tax in the case of nonresiddien individuals. Also, such gain may be subjech 80% branch profits tax in the hands
non-U.S. stockholder that is a corporation, asutised above.

We will be required to withhold and to remit to S 35% of any distribution to non-U.S. stockhofdthat is designated as a capital
gain dividend or, if greater, 35% of a distributitmnnon-U.S. stockholders that could have beergdaséd as a capital gain dividend. The
amount withheld is creditable against the non-Wt&ckholder’'s United States federal income taxiliigb

Retention of Net Capital Gains. Although the law is not clear on the matteggpears that amounts designated by us as reteépédl
gains in respect of the common stock held by Udkdolders generally
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should be treated with respect to Hdr8. stockholders in the same manner as actuaibdisons of capital gain dividends. Under that eygezh
the non-U.S. stockholders would be able to offsed aredit against their United States federalrimedax liability resulting from their
proportionate share of the tax paid by us on satkimed capital gains and to receive from the IR&and to the extent their proportionate
share of such tax paid by us were to exceed toaiahUnited States federal income tax liability.

Sale of Our Common Stock.Gain recognized by a non-U.S. stockholder upersale or exchange of common stock generallynaill
be subject to United States taxation unless suatestof stock constitute a “United States real @rypinterest'within the meaning of FIRPT/
Our common stock will not constitute a “United 8tateal property interest” so long as we are a ‘kiivally controlled REIT.” A
“domestically controlled REIT” is a REIT in which all times during a specified testing period Itrem 50% in value of its stock is held
directly or indirectly by non-U.S. stockholders. Welieve, but cannot guarantee, that we are a “dtoadly controlled REIT.’Even if we are
“domestically controlled REIT,” because our comnsbock is publicly traded, no assurance can be divanwe will continue to be a
“domestically controlled REIT.”

Notwithstanding the foregoing, gain from the sal@xchange of common stock not otherwise subjeEtRIPTA will be taxable to a non-
U.S. stockholder if either (a) the investment im common stock is treated as effectively conneutitd the non-U.S. stockholder’s United
States trade or business or (b) the non-U.S. stdd&his a nonresident alien individual who is présn the United States for 183 days or more
during the taxable year and certain other conditine met.

Even if we do not qualify as a “domestically cotizd REIT” at the time a non-U.S. stockholder sells common stock, gain arising
from the sale or exchange by a non-U.S. stockhatieommon stock would not be subject to Unitedetgaxation under FIRPTA as a sale of
a “United States real property interest” if:

(1) our common stock is “regularly traded,” as defl by applicable Treasury Regulations, on an kstestol securities market such
as the NYSE; and

(2) such no-U.S. stockholder owned, actually or constructivéBf or less of our common stock throughout the-year perioc
ending on the date of the sale or exchange.

If gain on the sale or exchange of common stoclevgabject to taxation under FIRPTA, the non-U.&cldtolder would be subject to
regular United States income tax with respect thhgyain in the same manner as a taxable U.S. sttatddh(subject to any applicable alterna
minimum tax and a special alternative minimum tathie case of nonresident alien individuals) amdpirchaser of the common stock would
be required to withhold and remit to the IRS 10%heaf purchase price.

Backup Withholding Tax and Information ReportingGenerally, we must report annually to the IR& amount of dividends paid to a
non-U.S. stockholder, such holder's name and addessl the amount of tax withheld, if any. A simileport is sent to the non-U.S.
stockholder. Pursuant to tax treaties or othereagemts, the IRS may make its reports availablex@tithorities in the non-U.S. stockholder’s
country of residence.

Payments of dividends or of proceeds from the disjom of stock made to a non-U.S. stockholder f@gubject to information
reporting and backup withholding unless such hoédg¢ablishes an exemption, for example, by propaiifying its non-United States status
on an IRS Form W-8BEN or another appropriate versiolRS Form W8. Notwithstanding the foregoing, backup withhofglemd informatiol
reporting may apply if either we or our paying agjess actual knowledge, or reason to know, thatralh.S. stockholder is a United States
person.

Backup withholding is not an additional tax. Rathie United States income tax liability of perseobject to backup withholding will |
reduced by the amount of tax withheld. If withhalgliresults in an overpayment of taxes, a refuncrexiit may be obtained, provided that the
required information is furnished to the IRS.
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Other Tax Consequences

We may be required to pay tax in various statecalljurisdictions, including those in which wertsact business, and our stockholc
may be required to pay tax in various state orllpeésdictions, including those in which they rési Our state and local tax treatment may not
conform to the federal income tax consequencesisisa above. In addition, a stockholder’s statel@sal tax treatment may not conform to
the federal income tax consequences discussed aBoweequently, prospective investors should comiseir tax advisors regarding the effect
of state and local tax laws on an investment inshares.

New Legislation
Recently, certain rules relating to REITs were adeeh The new legislation includes, among otherghithe following changes:

» As discussed above under “Taxation of Our CompangseATests,” we may not own more than 10% by votale of any one
issuers securities. If we fail to meet this test at thd ef any quarter and such failure is not curedhiwiBO days thereafter, we wot
fail to qualify as a REIT. Under the new legislati@after the 30 day cure period, a REIT may dispdsmifficient assets to cure suc
violation that does not exceed the lesser of 1%h®REIT's assets at the end of the relevant quart$10,000,000. For violations
due to reasonable cause that are larger thanrttasrat, the new legislation permits the REIT to avdisqualification as a REIT, aft
the 30 day cure period, by taking steps includimgdisposition of sufficient assets to meet thetasst and paying a tax equal to the
greater of $50,000 or the highest corporate taxmailtiplied by the net income generated by the-qualifying assets

* The new legislation expands the straight debt safbor under which certain types of securitiesdigeegarded as securities wt
calculating the 10% value limitation discussed ab

* The new legislation also changes the formula ftoutating the tax imposed for certain violationstloé 95% gross income tests
described above under “Taxation of Our Company—imed ests” and makes certain changes to the reqeivsnfior availability of
the applicable relief provisions for failure to mége 75% and 95% gross income te

» The new legislation provides additional relief ire tevent that we violate a provision of the Coas Would result in our failure to
qualify as a REIT if (i) the violation is due toasonable cause, (ii) we pay a penalty of $50,00@doh failure to satisfy the provis
and (iii) the violation does not include a violatidescribed in the first and third bullet point®ad.

» As discussed above under the heading “Federal lactem Considerations for Holders of our Common te¢axation of Nonu.S.
Stockholders—Capital Gain Dividends and DistribngidAttributable to a Sale or Exchange of Unitede3t&eal Property Interests,”
we are required to withhold 35% of any distributtomon-U.S. Stockholders that is designated apéat gain dividend or, if
greater, 35% of a distribution to n&hS. Stockholders that could have been designat@dcapital gain dividend. The new legislat
eliminates this 35% withholding tax on any capifain dividend with respect to any class of stockctis regularly traded on an
established securities market located in the Uriitiadies if the non-U.S. stockholder did not ownertbian 5% of such class of stock
at any time during the taxable year. Instead apjtalagain dividend will be treated as an ordindistribution subject to the rules
discussed above under “Federal Income Tax Congidesafor Holders of our Common Stock—Taxation afriNU.S.
Stockholder—Distributions Generall”

The foregoing is a non-exhaustive list of changes were made by the new legislation. The provisicontained in this legislation
relating to expansion of the straight debt safédaapply to taxable years beginning after Decetie2000, and the remaining provisions
described above generally apply to taxable yeags;hang after the date the legislation was enagted beginning with our 2005 taxable ye:i
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ERISA CONSIDERATIONS

General

The following is a summary of certain material ddesations arising under the Employee Retiremeowime Security Act of 1974, as
amended, or ERISA, and the prohibited transactiorigions of Section 4975 of the Code that maydbevant to a prospective purchaser. The
following summary may also be relevant to a proipe@urchaser that is not an employee benefit plaith is subject to ERISA, but is a tax-
qualified retirement plan or an individual retiremb@ccount, individual retirement annuity, medisatings account or education individual
retirement account, which we refer to collectivatyan “IRA.” This discussion does not addresssgkats of ERISA or Section 4975 of the
Code or, to the extent not preempted, state latwtiag be relevant to particular employee benefihtockholders in light of their particular
circumstances, including plans subject to Titlé ERISA, other employee benefit plans and IRAs sabjo the prohibited transaction
provisions of Section 4975 of the Code, and govemtal, church, foreign and other plans that arengatdérom all or certain provisions of
ERISA and Section 4975 of the Code but that magutgect to other federal, state, local or fore@m Fequirements.

A fiduciary making the decision to invest in shaoé®ur common stock on behalf of a prospectiveepaser which is an ERISA plan or
an IRA or other employee benefit plan is adviseddwosult its legal advisor regarding the specifingiderations arising under ERISA, Section
4975 of the Code, and, to the extent not preempgtatk law with respect to the purchase, ownemshgale of shares of our common stock by
the plan or IRA.

Plans should also consider the entire discussiderntme heading “Federal Income Tax Considerati@smaterial contained in that
section is relevant to any decision by an empldyereefit plan, tax-qualified retirement plan or IRApurchase our common stock.

Employee Benefit Plans, Tax-Qualified Retirement RIns and IRAs

Each fiduciary of ai"ERISA plan” which is an employee benefit plan subject to Titeé ERISA, should carefully consider whether
investment in shares of our common stock is comsistith its fiduciary responsibilities under ERISA particular, the fiduciary requirements
of Part 4 of Subtitle B of Title | of ERISA requithat:

» an ERISA plan make investments that are prudentratite best interests of the ERISA plan, its pgstints and beneficiarie

* an ERISA plan make investments that are diversifieatder to reduce the risk of large losses, wieis clearly prudent for the
ERISA plan not to do s¢

» an ERISA plan’s investments are authorized unddSBRand the terms of the governing documents oBRéESA plan; and

» the fiduciary not cause the ERISA plan to entes inhnsactions prohibited under Section 406 of ERl&d certain correspondir
provisions of the Code

In determining whether an investment in sharesuofcommon stock is prudent for ERISA purposes gitygropriate fiduciary of an
ERISA plan should consider all of the facts andwinstances, including whether the investment isaeably designed, as a part of the ERISA
plan’s portfolio for which the fiduciary has investmeesponsibility, to meet the objectives of the ER|gAn, taking into consideration the r
of loss and opportunity for gain or other returonfrthe investment, the diversification, cash flawd dunding requirements of the ERISA plan,
and the liquidity and current return of the ERISIArps portfolio. A fiduciary should also take into aoot the nature of our business, the ler
of our operating history and other matters desdribeghe section entitled “Risk Factors.”

181



Table of Contents

The fiduciary of an IRA or an employee benefit plaot subject to Title | of ERISA because it is asgmmental or church plan (if no
election has been made under Section 410(d) dfduke) or because it does not cover common law grapkshould consider that it may only
make investments that are either authorized opraitibited by the appropriate governing documemts prohibited under Section 4975 of the
Code and permitted under applicable state law.

Our Status Under ERISA

In some circumstances where an ERISA plan holdetarest in an entity, the assets of the entitydeemed to be ERISA plan assets.
This is known as the “look-through rule.” Under sleacircumstances, the obligations and other redpbiiss of plan sponsors, plan fiduciaries
and plan administrators, and of parties in inteaast disqualified persons, under Parts 1 and 4ibfitte B of Title | of ERISA and Section
4975 of the Code, as applicable, may be expandelditheere may be an increase in their liability urthese and other provisions of ERISA and
the Code (except to the extent (if any) that a fabie statutory or administrative exemption or gximm applies). For example, a prohibited
transaction may occur if our assets are deemed #sbets of investing ERISA plans and persons \akie bertain specified relationships to an
ERISA plan (“parties in interest” within the meagiaf ERISA, and “disqualified persons” within theeaming of the Code) deal with these
assets. Further, if our assets are deemed to btsassnvesting ERISA plans, any person that égescauthority or control with respect to the
management or disposition of the assets is an ERISAfiduciary.

ERISA plan assets are not defined in ERISA or thdeC but the United States Department of Laboridsgased regulations that outline the
circumstances under which an ERISA plan’s inteiresh entity will be subject to the look-througheruThe Department of Labor regulations
apply to the purchase by an ERISA plan of an “ggimiterest” in an entity, such as stock of a REfowever, the Department of Labor
regulations provide an exception to the look-thfougje for equity interests that are “publicly affd securities.”

Under the Department of Labor regulations, a “piploffered security” is a security that is:
» freely transferable;

» part of a class of securities that is widely heldgl

» either part of a class of securities that is regexd under section 12(b) or 12(g) of the ExchangeoAsold to an ERISA plan as part
of an offering of securities to the public pursutinan effective registration statement under tbeuBities Act, and the class of
securities of which this security is a part is stglied under the Exchange Act within 120 dayspwogér if allowed by the SEC, after
the end of the fiscal year of the issuer duringohitihis offering of these securities to the pubkcurred.

Whether a security is considered “freely transferallepends on the facts and circumstances of eachldader the Department of Lak
regulations, if the security is part of an offeringvhich the minimum investment is $10,000 or Jéken any restriction on or prohibition
against any transfer or assignment of the secfaitthe purposes of preventing a termination ofassification of the entity for federal or state
tax purposes will not ordinarily prevent the setgufiom being considered freely transferable. Aiddially, limitations or restrictions on the
transfer or assignment of a security which aretetkar imposed by persons other than the issugreasecurity or persons acting for or on
behalf of the issuer will ordinarily not prevenetlecurity from being considered freely transfexabl

A class of securities is considered “widely helfdit is a class of securities that is owned by d0bnore investors independent of the
issuer and of one another. A security will not faibe “widely held"because the number of independent investors faltsb100 subsequent
the initial public offering as a result of eventybnd the issuer’s control.

The shares of our common stock offered in thisgeotis may meet the criteria of the publicly offesecurities exception to the look-
through rule. First, the common stock could be m®red to be freely
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transferable, as the minimum investment will bes lggan $10,000 and the only restrictions uporrésdfer are those generally permitted under
the Department of Labor regulations, those requireder federal tax laws to maintain our status BEH, resale restrictions under applicable
federal securities laws with respect to securitietspurchased pursuant to this prospectus and thesed by our officers, directors and other
affiliates, and voluntary restrictions agreed tatlg selling stockholder regarding volume limitago

Second, we expect (although we cannot confirm)dbhatommon stock will be held by 100 or more inges and we expect that at least
100 or more of these investors will be indepenadénis and of one another.

Third, the shares of our common stock will be pérn offering of securities to the public pursutman effective registration statement
under the Securities Act and the common stockgstered under the Exchange Act.

In addition, the Department of Labor regulationsyide exceptions to the look-through rule for eginterests in some types of entities,
including any entity which qualifies as either adl estate operating company” or a “venture capjarating company.”

Under the Department of Labor regulations, a “estiite operating company” is defined as an entitighvon certain testing dates has at
least 50% of its assets, other than short-termsimvents pending long-term commitment or distributio investors, valued at cost:

* invested in real estate which is managed or deeelgmd with respect to which the entity has thbtrig substantially participa
directly in the management or development actisjtand

» which, in the ordinary course of its businessngaged directly in real estate management or dpredot activities

According to those same regulations, a “venturétabpperating company” is defined as an entityahhon certain testing dates has at
least 50% of its assets, other than short-termsimvents pending long-term commitment or distributio investors, valued at cost:

* invested in one or more operating companies wipeet to which the entity has management rights$

» which, in the ordinary course of its business, altylexercises its management rights with respeone or more of the operating
companies in which it invest

We have not endeavored to determine whether wesalilsfy the “real estate operating company” omtuee capital operating company”
exceptions.

If for any reason our assets are deemed to be ERIBBA assets” because we do not qualify for argepkion under the Department of
Labor regulations, certain transactions that wehinémter into, or may have entered into, in theérang course of our business might constitute
non-exempt “prohibited transactions” under Sec#t66 of ERISA or Section 4975 of the Code and migive to be rescinded and may give
rise to prohibited transaction excise taxes andcfaty liability, as described above. In additidrour assets are deemed to be ERISA “plan
assets,” our management may be considered to badiies under ERISA and Section 4975 of the Chtigeover, if our underlying assets
were deemed to be assets constituting “plan aste¢se are several other provisions of ERISA taild be implicated for an ERISA plan if it
were to acquire and hold our common stock eithesrctly or by investing in an entity whose undertyimssets are deemed to be assets of the
ERISA plan.

Prior to making an investment in the shares offémettiis prospectus, prospective employee benkdit mvestors (whether or not subject
to ERISA or section 4975 of the Code) should cansith their legal and other advisors concerningithpact of ERISA and the Code (and,
particularly in the case of non-ERISA plans andwagements, any additional state, local and forlsignconsiderations), as applicable, and the
potential consequences in their specific circuntstarof an investment in such shares.
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UNDERWRITING

Citigroup Global Markets Inc. and Merrill Lynch,dpP¢e, Fenner & Smith Incorporated are acting aesgmtatives of the underwriters
named below. Subject to the terms and conditicrtedtin the underwriting agreement dated the dat@prospectus, each underwriter nai
below has agreed to purchase, and we have agreedl to that underwriter, the number of shareswfcommon stock set forth opposite the
underwriter’'s name.

Number of
Underwriter Shares
Citigroup Global Markets Inc 6,500,00!
Merrill Lynch, Pierce, Fenner & Smit
Incorporatec 6,500,001
Credit Suisse First Boston LL 1,950,00!
UBS Securities LLC 1,950,001
RBC Capital Markets Corporatic 1,400,001
KeyBanc Capital Markets, a division of McDonald éstments Inc 1,300,001
JMP Securities LLC 400,00(
Total 20,000,00

The underwriting agreement provides that the obitiga of the underwriters to purchase the shamgaded in this offering are subject to
approval of legal matters by counsel and to otpeciied conditions, which include: the represdotet and warranties made by us to the
underwriters are true; there is no material adveff&et on our prospects, earnings, business grepties; and we deliver customary documents
to the underwriters. The underwriters are obligateplurchase all the shares, other than those ed\®r the over-allotment option described
below, if they purchase any of the shares. The wmiteng agreement also provides that if an undéewdefaults, the purchase commitments
of non-defaulting underwriters may be increasethr offering may be terminated.

The underwriters propose to offer some of the shdirectly to the public at the public offeringgeiset forth on the cover page of this
prospectus and some of the shares to dealers ptiltlie offering price less a concession not toeext$0.45 per share. The underwriters may
allow, and dealers may reallow, a concession nekteed $0.10 per share on sales to other deHlahsof the shares are not sold at the initial
offering price, the representatives may changethric offering price and the other selling termbe representatives have advised us that the
underwriters do not intend sales to discretiona&goants to exceed five percent of the total nunobshares of our common stock offered by
them.

We have granted to the underwriters an option,csale for 30 days from the date of this prospgdiu purchase up to 3,000,000
additional shares of our common stock at the pudffiering price less the underwriting discount. Thelerwriters may exercise the option
solely for the purpose of covering over-allotmeiftany, in connection with this offering. To thgtent the option is exercised, each
underwriter must purchase a number of additionateshapproximately proportionate to that underwstimitial purchase commitment.

Prior to this offering, there has been no publicketfor our common stock. Consequently, the ihtizblic offering price for the shares
has been determined by negotiations between uthamépresentatives. Among the factors considerelétermining the initial public offering
price were:

» our record of operation
e our management;

e our estimated net incom
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» our estimated funds from operatio

» our estimated cash available for distribution;
» our anticipated dividend yiel

e our growth prospects;

» the current market valuations, financial performeaand dividend yields of publicly traded compartiessidered by us and tl
underwriters to be comparable to us; .

» the current state of the commercial real estatedtrg and the economy as a whole.

We cannot assure you, however, that the pricehettvour shares of common stock will sell in thélpumarket after this offering will
not be lower than the initial public offering prioethat an active trading market in our commorrlstoill develop and continue after this
offering.

The following table shows the underwriting discauand commissions that we will pay to the undeessiin connection with this
offering. These amounts are shown assuming bo#xarcise and full exercise of the underwritersi@pto purchase additional shares of
common stock.

Paid by Digital Realty Trust

No Exercise Full Exercise
Per shart $ 0.7% $ 0.7%
Total $15,000,00 $17,250,00

In connection with this offering, the underwritensly engage in stabilizing transactions, over-al@itriransactions, syndicate covering
transactions and penalty bids in accordance witjuRgion M under the Securities Exchange Act 0of4,3% amended.

» Stabilizing transactions consist of bids for orghases of the underlying security in the open ntaskdée this offering is in progress
so long as the stabilizing bids do not exceed aiipd maximum.

* Over-allotment involves sales by the underwritdrshares in excess of the number of shares therwrithrs are obligated to
purchase, which creates a syndicate short posifioa.short position may be either a covered shusition or a naked short position.
In a covered short position, the number of shaves-allotted by the underwriters is not greatenttize number of shares that they
may purchase in the over-allotment option. In aadlaghort position, the number of shares involvegtésater than the number of
shares in the over-allotment option. The underwsiteay close out any covered short position byeeiéxercising their over-
allotment option and/or purchasing shares in trenaparket

* Syndicate covering transactions involve purchasesiocommon stock in the open market after th&idistion has been completed
in order to cover syndicate short positions. Iredmining the source of shares to close out thet glomition, the underwriters will
consider, among other things, the price of shara#able for purchase in the open market as contpiréhe price at which they may
purchase shares through the over-allotment opifithe underwriters sell more shares than coulddeered by the over-allotment
option, a naked short position, the position cally be closed out by buying shares in the open ntafkeaked short position is more
likely to be created if the underwriters are coneerthat there could be downward pressure on ihe pf the shares in the open
market after pricing that could adversely affesteistors who purchase in this offeril

The underwriters also may impose a penalty bidaRgbids permit the underwriters to reclaim aisgliconcession from a syndicate
member when the representatives repurchase shégestly sold by that syndicate member in ordecéwer syndicate short positions or make
stabilizing purchases.

Any of these activities may have the effect of gming or retarding a decline in the market priteww common stock. They may also
cause the price of our common stock to be higher the price that would
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otherwise exist in the open market in the absefhtieese transactions. The underwriters may contigste transactions on the New York Stock
Exchange or in the over-the-counter market, ormitse. If the underwriters commence any of theardactions, they may discontinue them at
any time.

For a period of 180 days after the date of thispeatus, we have agreed that we will not offet, sehtract to sell, pledge or otherwise
dispose of, directly or indirectly, or file withehSecurities and Exchange Commission a registrataiement (except a registration statement
on Form S-8 relating to our 2004 Incentive AwardrPbr a registration statement on Form S-4 relatiran acquisition of a real property
company) under the Securities Act relating to, adglitional shares of our common stock or securit@s/ertible into or exchangeable or
exercisable for any shares of our common stockubficly disclose the intention to make any offale, pledge, disposition or filing, without
the prior written consent of Citigroup Global Markénc. and Merrill Lynch, Pierce, Fenner & Smititbrporated other than:

» grants of stock options, restricted stock or -term incentive units to employees, consultantsirctbrs pursuant to the terms c
plan in effect as of the date of this prospec

» issuances of our common stock pursuant to the secof any employee stock options either outstapesof the date of this
prospectus or granted pursuant to the terms addraipleffect as of the date of this prospec

» issuances of our common stock pursuant to the rptiemof units issued upon conversion of long-témgentive units either
outstanding as of the date of this prospectusamtgd pursuant to the terms of a plan in effectfdlse date of this prospectt

» issuances of our common stock pursuant to a didideimvestment plan (if any); «

» issuances of our common stock or securities coieihto or exchangeable or exercisable for shaf@®mmon stock in connection
with other acquisitions of real property or reabperty companie:

Our officers and directors have agreed, subjecettain limited exceptions, that they will not affsell, contract to sell, pledge or
otherwise dispose of, directly or indirectly, amages of our common stock or securities convertitite or exchangeable or exercisable for any
shares of our common stock, enter into a transatliat would have the same effect, or enter injosavap, hedge or other arrangement that
transfers, in whole or in part, any of the econoagnsequences of ownership of our common stockithehany of these transactions are to be
settled by delivery of our common stock or othensties, in cash or otherwise, or publicly disédhke intention to make any offer, sale,
pledge or disposition, or to enter into any tratisa¢ swap, hedge or other arrangement, withoutaith case, the prior written consent of
Citigroup Global Markets Inc. and Merrill Lynch,dP¢e, Fenner & Smith Incorporated for a periodrod gear after the date of this prospectus.
In addition, our officers and directors have agreetito make any demand for or exercise any rigtit vespect to, the registration of our
common stock or any securities convertible intexercisable or exchangeable for our common stock fieriod of one year following the d
of this prospectus without the prior written cortseinCitigroup Global Markets Inc. and Merrill LyhcPierce, Fenner & Smith Incorporated.
Citigroup Global Markets Inc. and Merrill Lynch,éPce, Fenner & Smith Incorporated in their solemison may release any of the securities
subject to lock-up agreements at any time withatice.

At our request, the underwriters have reserveddB3sBares of common stock for sale at the initiddlic offering price to persons who
are directors, officers or employees, or who ahetise associated with us through a directed gtvagram. The number of shares of comi
stock available for sale to the general public tiMdlreduced by the number of directed shares psechay participants in the program. Any
directed shares not purchased will be offered byutiderwriters to the general public on the sansestzs all other shares of common stock
offered. We have agreed to indemnify the underwgiggyainst certain liabilities and expenses, inalgidiabilities under the Securities Act, in
connection with the sales of the directed shares.

We estimate that the total expenses of this offewiil be $9.0 million. In addition, Citigroup Glalh Markets Inc. and Merrill Lynch,
Pierce, Fenner & Smith Incorporated will receivettie aggregate, a financial advisory fee of $1,@00 ($2,070,000 if the underwriters
exercise their over-allotment option).
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We and our operating partnership have agreed tnniy the underwriters against liabilities undee Securities Act or contribute to
payments that the underwriters may be requiredakenin that respect.

Our common stock has been approved for listingherNew York Stock Exchange, subject to officialio®tf issuance, under the sym
“DLR”. In connection with the listing of our commatock on the New York Stock Exchange, the undeéengihave undertaken to sell round
lots of 100 shares or more to a minimum of 2,000efieial owners.

The underwriters may, from time to time, engagdnsactions with and perform investment bankiognmercial banking and advisory
services for us and our affiliates in the ordinemyrse of their business for which they will reeetustomary fees and expenses. In connection
with its engagement as joint bookrunning managettfis offering, we granted Citigroup Global Markénc. a right of first refusal for a period
of 12 months with respect to a future public offigrbf similar securities if we terminate their eggment prior to consummation of this
offering.

An affiliate of Citigroup Global Markets Inc. isgiender under a $251.6 million bridge loan fagilitade to Gl Partners prior to this
offering and will receive approximately $138.2 naifl of the net proceeds from this offering in coctien with the repayment of such facility.
See “Use of Proceeds.” Additionally, affiliates@tigroup Global Markets Inc. and Merrill Lynch,d?ce, Fenner & Smith Incorporated are
joint lead arrangers and joint bookrunning managérsur unsecured credit facility and we expect #filiates of one or more of tt
underwriters will be agents or lenders under tadlity.

A prospectus in electronic format may be made atsbél on the web sites maintained by one or motkeotinderwriters, or selling group
members, if any, participating in this offering.€ltepresentatives may agree to allocate a numtstrapés to underwriters and selling group
members for sale to their online brokerage acchatuers. Internet distributions will be allocatedthe underwriters and selling group
members that will make Internet distributions oa same basis as other allocations. The represargatiay agree to allocate a number of
shares to underwriters for sale to their onlinekbrage account holders.
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LEGAL MATTERS

Certain legal matters will be passed upon for utdthram & Watkins LLP, Los Angeles, California, afed the underwriters by Goodw
ProctenLr, Boston, Massachusetts. Venable LLP, Baltimorerylad, will issue an opinion to us regarding ciertaatters of Maryland law,
including the validity of the common stock offeriegreby.

EXPERTS

The balance sheet of Digital Realty Trust, Incofslarch 31, 2004 has been included herein anddrregistration statement in reliance
upon the report of KPMG LLP, independent registgrellic accountants, appearing elsewhere herethypon the authority of said firm as
experts in accounting and auditing.

The combined financial statements of the DigitahlRePredecessor as of December 31, 2003 and 200Xpr the years ended Decen
31, 2003 and 2002 and the period from Februar2@8} (inception) through December 31, 2001 have le#uded herein and in the
registration statement in reliance upon the repbkPMG LLP, independent registered public accontgaappearing elsewhere herein, and
upon the authority of said firm as experts in actimg and auditing.

The statements of revenue and certain expenseslefivood Corporate Park, ASM Lithography Facilaf,&T Web Hosting Facility,
Granite Tower, and Stanford Place Il for the ygatesl December 31, 2002; and the statements of ueveamd certain expenses of 100
Technology Center Drive, Carrier Center, Comversehiology Building, Savvis Data Center, Webb at L&JoveNet Data Center, 200 Paul
Avenue and 1100 Space Park Drive for the year ebdmeémber 31, 2003 have been included herein atigbiregistration statement in relia
upon the reports of KPMG LLP, independent accoustappearing elsewhere herein, and upon the atytlodisaid firm as experts in
accounting and auditing. KPMG LL®&teports refer to the fact that the statemente\afnue and certain expenses were prepared fputpest
of complying with the rules and regulations of Securities and Exchange Commission and are natdetéto be a complete presentation of
revenue and expenses.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exchange Casion a registration statement on Form S-11, glioly exhibits, schedules and
amendments filed with this registration statemantier the Securities Act with respect to the shafesir common stock to be sold in this
offering. This prospectus does not contain alhefinformation set forth in the registration stagetnand exhibits and schedules to the
registration statement. For further informationhwiéspect to our company and the shares of our @onstock to be sold in this offering,
reference is made to the registration statemecitydimg the exhibits to the registration statem&tatements contained in this prospectus as to
the contents of any contract or other documentmedeto in this prospectus are not necessarily ¢etm@nd, where that contract is an exhib
the registration statement, each statement isfopdhln all respects by the exhibit to which thérence relates. Copies of the registration
statement, including the exhibits and schedulébdaegistration statement, may be examined witbbatge at the public reference room of
Securities and Exchange Commission, 450 Fifth §thNe®V. Room 1024, Washington, DC 20549. Informatédoout the operation of the puk
reference room may be obtained by calling the Sesiand Exchange Commission at 1-800-SEC-030pieSwf all or a portion of the
registration statement can be obtained from thdipudference room of the Securities and Exchange@ission upon payment of prescribed
fees. Our Securities and Exchange Commission §lingcluding our registration statement, are alslable to you on the Securities and
Exchange Commission’s Web site, www.sec.gov.

AS A RESULT OF THIS OFFERING, WE WILL BECOME SUBJEQ O THE INFORMATION AND REPORTING
REQUIREMENTS OF THE SECURITIES EXCHANGE ACT OF 1934S AMENDED, AND WILL FILE ANNUAL, QUARTERLY AND
OTHER PERIODIC REPORTS AND PROXY STATEMENTS AND WIIMAKE AVAILABLE TO OUR STOCKHOLDERS
QUARTERLY REPORTS FOR THE FIRST THREE QUARTERS OF®EH FISCAL YEAR CONTAINING UNAUDITED INTERIM
FINANCIAL INFORMATION.
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DIGITAL REALTY TRUST, INC.
Pro Forma Condensed Consolidated Financial Statemén
(unaudited)

The unaudited pro forma condensed consolidateddinhstatements as of June 30, 2004 and for #meinths ended June 30, 2004 and
the year ended December 31, 2003 are presentéthésadffering, the formation transactions, theeise of our option to acquire Carrier
Center and the borrowings under our unsecuredtdiddiity all had occurred on June 30, 2004 far gro forma condensed consolidated
balance sheet and on the first day of the periedgnted for the pro forma condensed consolidatgerséents of operations. Additionally, the
pro forma condensed consolidated statements ohtipes are presented as if the acquisitions optbperties acquired to date during 2004
the properties expected to be acquired prior tapon completion of this offering and in the cas¢éhefremaining 25% interest in eBay Data
Center, shortly after the completion of the offgrialong with related financing transactions haduo@d on the first day of the periods
presented. The pro forma purchase accounting awkunts are calculated pursuant to the same methgydiescribed in note 2(e) of the
combined financial statements of the Digital Re&tgdecessor on page F-27.

The pro forma condensed consolidated financiaéstanhts should be read in conjunction with the comdbihistorical financial stateme
of the Digital Realty Predecessor, including théesdhereto, included elsewhere in this Prospedtus.pro forma condensed consolidated
financial statements do not purport to represenfioancial position or the results of operatiohattwould actually have occurred assuming the
completion of this offering, the formation transans and the acquisitions of additional properéikmg with the related financing transactions
all had occurred by June 30, 2004 or on the fiastaf the periods presented, nor do they purpgptagect our financial position or results of
operations as of any future date or for any fupegod.
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DIGITAL REALTY TRUST, INC

Pro Forma Condensed Consolidated Balance She

June 30, 2004
(unaudited)
(In thousands)

| | Receipt a;]nd
Digital Realt : ; Use of the
g / Propqrties ngggg;irggns Proceeds Fron
Predecessor  Acquired
Historical in 2004 Subtotal this Offering
Assets (A) (B) (©)
Investments in real estate, 1| $ 582,73 197,47: — 780,21: —
Cash and cash equivalel 4,26¢ (110,88() 417,61( 8,55¢ 214,20( (D)
18,33} (312,777 (76,000(E)
(8,000 (238,200)(1)
Accounts and other receivabl 2,152 — — 2,152 —
Deferred ren 7,85¢ — — 7,85¢ —
Acquired above market leases, 18,95: 27,20: — 46,15t —
Acquired in place lease value and deferred leasists, ne 104,29( 36,69¢ — 140,98t —
Deferred financing costs, n 4,23 — 7,68¢ 8,55¢ —
(3,370
Other asset 6,742 (750 — 5,99 —
Total asset $ 731,23 160,08: 109,15: 1,000,47: —
Liabilities and Stockholders and Owner's Equity
Notes payable under line of cre $ 75,31 — 31,44( 31,44( —
(75,31)
Notes payable under bridge lo 99,50( — 152,13¢ 146,15( (138,200(1)
(105,48¢)
Mortgage loan: 247,21¢ 62,82 26,22: 448,62¢ —
60,00(
155,00(
(101,54,
(1,08¢)
Other secured loar 51,86 (500 (29,36)) 22,00( —
Accounts payable and accrued expet 6,894 — (962) 6,432 —
50C
Acquired below market leases, | 23,76: 14,527 — 38,28¢ —
Security deposits and prepaid re 4,33 — — 4,331 —
Asset management fees payable to related | 79€ — — 79€ —
Total liabilities 509,68:¢ 76,84¢ 111,53¢ 698,07: (138,200)
Minority interests in consolidated joint ventul 3,25( (3,087 — 16¢ —
Minority interests in operating partnerst — 75,97¢ — 75,97¢ (76,000(E)
17,887 (G)
256,17 (H)
Owner's equity, including accumulated ott
comprehensive incon 218,30 18,331 (10%) 226,25: (208,366(F)
(8,000 (3,370 (17,887)(G)
1,08¢
Common stocl — — — — 20C (D)
Additional paid in capita — — — — 214,00( (D)
208,05¢ (F)
(256,17)(H)
Accumulated other comprehensive inca — — — — 31C (F)
Total stockholder’ and owne’s equity 218,30: 10,33 (2,387 226,25: (59,859
$ 731,23° 160,08:. 109,15: 1,000,47: —

Company
Pro Forma

780,21
8,55¢

2,152
7,85¢
46,15¢
140,98
8,55¢
5,992

1,000,47.

31,44(
7,95(

448,62¢

22,00(

6,432
38,28¢
4,337
79¢€
559,87:

16¢
274,03t

20C
165,88t

31C

166,39!

1,000,47.



See accompanying notes to pro forma condensed ladetsal financial statements.
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DIGITAL REALTY TRUST, INC.

Pro Forma Condensed Consolidated Statement of Opelians
For the Six Months Ended June 30, 2004
(unaudited)
(In thousands except per share data)

Properties

f Properties
Digital Realty s@i‘iﬁﬂiﬂt t Acguired Other
_ During the Financing Pro Forma
Trust June 30, 200: Six Months Endec Transactions Adjustments
Predecessor
Historical June 30, 2004
(AA) (BB) (CC) (DD)
Revenues
Rental $ 34,46 14,56: 11,524 — —
Tenant reimbursemen 5,397 2,59¢ 3,18¢ — —
Other 1,712 30C 30¢ — —
41,57( 17,46: 15,01¢ — —
Expenses
Rental property operatir
and maintenanc 6,28¢ 2,99( 3,14¢ — —
Property taxe 3,83: 87C 1,132 — —
Insurance 562 32z 34¢ — —
Interest 7,87¢ 1,58¢ 73€ 4,701 —
Asset management fees
related party 1,592 — — — (1,592)(FF)
Depreciation and
amortization 12,21¢ 5,10¢ 4,73¢ — —
General and administrati 157 — — — 17,97¢ (EE)
1,35( (FF)
707 (GG)
Other 2,54( 2 46 — —
35,06¢ 10,87¢ 10,145 4,701 18,44(
Income (loss) before minorit
interests 6,501 6,58¢ 4,86¢ (4,700 (18,440
Minority interests in
consolidated joint venture (56) 42 — — —
Minority interests in operating
partnershif — — — — (3,217)(HH)
Net income (loss $ 6,551 6,54¢ 4,86¢ (4,707 (15,229

Pro Forma loss per share—ba
and dilutec

Pro Forma weighted average
common shares
outstanding—basic and
diluted

See accompanying notes to pro forma condensed ladaisa financial statement
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Company
Pro Forma

60,54¢
11,18(
2,32(

74,04¢

12,427
5,83t
1,23(

14,89¢

22,06¢
20,18¢

2,58¢

79,23

(5,185
(19)

(3,217)

(1,95¢)

$ (0.10(I1)

20,00(
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Revenues
Rental
Tenant reimbursemen
Other

Expenses

Rental property operating and
maintenanc

Property taxe

Insurance

Interest

Asset management fees to related
party

Depreciation and amortizatic

General and administrati\

Other

Income before minority interes
Minority interests

Net income

Pro Forma earnings per sh—basic anc
diluted

Pro Forma weighted average comn
shares outstandi—basic and dilute:

DIGITAL REALTY TRUST, INC.
Pro Forma Condensed Consolidated Statement of Opelians

For the Year Ended December 31, 2003

(unaudited)
(In thousands except per share data)
Digital Realty ) ) Other
Tt Properties Properties Financing Pro Forma
Predecessor Acquired Acquired Transactions Adjustments
Historical in 2004 in 2003
(AA) (BB) (&19)) (BD)
$ 50,09¢ 58,26: 10,52 — —
8,661 13,00¢ 622 — —
4,32¢ 1,62C 68 — —
63,08¢ 72,88¢ 11,21 — —
8,62¢ 12,467 1,862 — —
4,68¢ 4,90z 1,42: — —
62€ 1,40¢ 244 — _
10,091 4,46¢ — 15,23« —
3,18t — — — (3,185)(FF)
16,29t 22,11 5,06¢ — —
32¢ — — 18,06 (EE)
2,701 (FF)
1,35 (GG)
2,45¢ 56 18¢ — —
46,29 45,41( 8,77¢ 15,23¢ 18,93«
16,79: 27,47¢ 2,43¢ (15,234 (18,939
14¢ (149) — — 7,797 (HH)
$ 16,64 27,62t 2,43: (15,234 (26,732

See accompanying notes to pro forma condensed ladatsal financial statements.
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Company
Pro Forma

118,88:
22,28¢
6,01¢

147,18t

22,95¢
11,01

2,27¢
29,78¢

43,47
22,44¢

2,69¢

134,65:

12,53
7,791

4,73¢

$0.241)

20,00(
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DIGITAL REALTY TRUST, INC.
Notes to Pro Forma Condensed Consolidated Financi&tatements
(unaudited)
(Dollar amounts in thousands, except per share amats)

1. Adjustments to the Pro Forma Condensed ConsolidateBalance Shee
The adjustments to the pro forma condensed coradeticdbalance sheet as of June 30, 2004 are aws$ollo

(A) Reflects the Digital Realty Predecessor (the Preskar) historical condensed combined balance sisestJune 30, 2004. Pursu
to the contribution agreement between the ownén@Predecessor and the Operating Partnershiphwias executed in July 20(
the Operating Partnership will receive a contriboitdf direct and indirect interests in the progerin our portfolio in exchange for
limited partnership interests in the Operating Renghip. The contribution will be made in anticipatof the completion of this
offering.

As of June 30, 2004, Global Innovation PartnersC(GI Partners) is the ultimate owner of 100% & @ompany and the
Predecessor. Upon completion of this offering, &itfers will own 47.45% of the Operating Partngrshs a limited partner, and
no shares of the Company’s common stock. The exghahthe interests contributed by Gl Partners éllaccounted for as a
reorganization of entities under common controtoadingly the contributed assets and assumeditiabiwill be recorded at the
Predecessor’s historical cost basis.

Upon completion of this offering and the formatioansactions, the Company, as general partnerpwitl 37.78% of the Operating
Partnership and will have control over major dexisiof the Operating Partnership. Additionally, lihdted partners do not have
rights to replace the general partner, approveate or refinancing of the Operating Partnershéig'sets or approve the acquisition
of Operating Partnership assets, although theyadle bertain protective rights. Accordingly, the Gamy will consolidate the
assets and liabilities of the Operating Partnershgccordance with AICPA Statement of Positiond7&ccounting for Investments
in Real Estate VenturgSOP 78-9).

There are also third parties that are contributiiggr ownership interests in two properties, 200l Pavenue and 1100 Space Park
Drive, to the Operating Partnership pursuant tocth@ribution agreements executed in July 2004 s&lntributors will own
limited partnership units in the Operating Parthgrsnd no shares of the Company’s common stock gpmpletion of this
offering. These two properties are not includethizn Predecessar'combined financial statements. The exchangeesktiownershi
interests will be accounted for as a purchase &yCthmpany and will be recorded at fair value, whgcaqual to the sum of the ca
debt assumed and units exchanged. See pro formstiaejnt (B).
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

(B) Reflects the Predecessor’s acquisition of WeblBal lconsummated on August 25, 2004, the acquisitidkboveNet Data Center,
consummated on September 17, 2004, the acquisitieBay Data Center, consummated on October 14,20 the acquisition
of 200 Paul Avenue and 1100 Space Park Drive fiard parties in exchange for cash, debt assumedgedating Partnership
units and the acquisition of our joint venture parts 10% interest in Univision Tower in exchange®perating Partnership units,
all upon completion of this offering. These excheswill be accounted for as purchases based osutheof cash paid and the fair
value of the 6,331,511 Operating Partnership usdtsed valued at the public offering price of oomenon stock

Also reflects a distribution to Gl Partners intedde approximate a normal real estate proraticetedlto the properties that Gl
Partners is contributing to the Operating Partriprskhis proration includes rents, property taxesities, escrowed or restricted
funds and other customary operating expenses.distisbution was considered by the parties in catioa with determining the
aggregate consideration to be received by Gl Part

The pro forma adjustments are comprised of thevefig:

AboveNe! eBay 200 1100 10% Interest
bb Data Paul |
Webb at Center Avenue Space Par . - Proration
Data in Univision
LBJ Center Drive Tower Total
Assets acquirec
Investments in real estate, 1 $ 40,09! 30,99¢ 12,57 89,34¢ 23,29¢ 1,167 — 197,47:
Acquired above market leases, 1,06( 5,817 — 14,19« 6,131 — — 27,20:
Acquired in place lease value and deferred leasists, ne 8,03t 1,65¢ 2,332 23,44 1,23% — — 36,69¢
Subtract liabilities assume
Mortgage loan: — — — 46,90¢ 15,91 — — 62,82:
Acquired below market leases, | 3,33¢ 1,96¢ 62E 8,48¢ 10¢ — — 14,527
Add reversal of minority interest in consolidatethj venture — — — — — 3,081 — 3,081
Add reduction of existing loan made by an affiliafeour joint venture partne — — — — — 50C — 50C
Net assets acquire 45,85( 36,50( 14,28( 71,587 14,64: 4,74¢ — 187,60t¢
Subtract:
Deposits paid through June 30, 2( 50C 25C — — — — — 75C
Units issued in connection with acquisitic — — — 56,99 14,23¢ 4,74¢ — 75,97¢
Cash paid to acquire the propert $ 45,35( 36,25(  14,28( 14,59: 407 — — 110,88(
I I I I L] I I I
Cash contributed by Gl Partners in connection withproperty acquisitior $ 10,96: 7,378 — — — — — 18,331
Cash distributed to Gl Partners upon completiothisfoffering to approximate a
normal real estate proratit $ — = = = — — (8,000) (8,000
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Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)

DIGITAL REALTY TRUST, INC.

(unaudited)
(Dollar amounts in thousands, except per share amats)

(C) Reflects proceeds and related financing costsaeliat additional borrowings under the bridge fagilvith an affiliate of Citigroup
Global Markets Inc. by the Predecessor subsequoehirte 30, 2004, but prior to the completion of tiffering, the secured term
debt to be funded upon completion of this offeramgl borrowings under our unsecured credit facifgo reflects refinancing of
the Carrier Center mortgage and mezzanine loarttendnivision Tower mortgage loan with new mortgémgns upon completion
of this offering or shortly thereafter. The finamgicosts include loan assumption fees relatedsonai;ig certain of the
Predecessor’s loans. Finally, reflects repaymeanigmmpletion of this offering of the 1100 SpacekHarive, ASM Lithography
Facility, 36 Northeast Second Street, Univision Eowezzanine loan, a portion of the bridge faciléige pro forma adjustment (1)
for repayment of the remaining portion), and thestanding advances allocated to the Predecesser @idPartner line of credit:

New Debt

Borrowings
Loan cost:
Loan costs due at a later d.

Net proceed

Repayment of Debt

Notes payable under line of cre
Notes payable under bridge lo
Mortgage loan:

Other secured loar
Prepayment penaltie

Accrued interest payab

Net payment:
Write-off of remaining loan premiur

Write-off of unamortized deferred loan co

Univision
%zr:g, Tower Securec Unsecurec Asslfﬁﬁgtion
Bridge Mortgage Mortgage Term Credit
Facility Debt Facility Total
$152,13¢ 26,22! 60,00( 155,00( 31,44( 424,79¢
(1,72)) (100 (450 (750) (3,000 (7,689
— — — — 50C 50C
$150,41 26,121 59,55( 154,25( 28,94( 417,61(
36
1100 Northeast  Univision Carrier
Space ASM Tower Center
Park Lith h Second Mortgage Mortgage
Drive ithography Street and ) and ) Bridge
Mortgage Facility Mortgage Mezzanine Mezzanine Facility
Mortgage Total
$ — — — = — — 75,317
— — — — — 105,48¢ 105,48t
15,91 14,00( 17,88¢ 39,38t 14,36( — 101,54
— — — 17,50( 11,86: — 29,36
— 21 84 — — — 10t
— 55 19¢ 482 — 76 962
$ 15,918 14,07¢ 18,16¢ 57,36¢ 26,22 105,56« 312,77
I I I B B I
$ — — — 56€ 52z — 1,08¢
$ — 21¢ 85 71 257 2,73¢ 3,37(

F-9
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

(D) Reflects the sale of 20,000,000 shares ofraomstock in this offering

Proceeds from this offerir $240,00(
Less costs of this offeriny

Underwriter’ discounts and commissions and financial advisoeg 16,80(
Other cost: 9,00C*

25,80(

Net cash proceec $214,20(

Common stock, 20,000,000 shares at $.01 per: $ 20C

Additional paid in capita 214,00(

$214,20(

*

A portion of the other offering costs have alre&égn incurred as of June 30, 2004 and the ownteiedPredecessor has loaned
Company funds to pay for such costs. The loan iisinterest bearing. The loan along with any ungaists will be paid with
offering proceeds upon completion of this offeri

(E) Reflects purchase from the investors in Gtrigas of 6,810,036 limited partnership units ia th
Operating Partnership having an aggregate val$8bf720 based on the public offering price at a

purchase price equal to the public offering prieet, of underwriting discounts and commissions and
financial advisory fee $76,00(

(F) Reflects reclassification of ow's equity to common stock and additional paid intehpnd
accumulated other comprehensive inco

Additional paid in capita $208,05¢
Accumulated other comprehensive inca 31C
Owne''s equity $208,36¢

(G) Reflects awards of 1,490,561 fully-vestedciddong-term incentive units to be granted in mection
with this offering to employees and our executifimioman, based on the number of units specified by
employment agreements and our executive chairnsgreement valued at the initial public offeringcpri
of our common stock, at the public offering pr $ 17,88
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

(H) Reflects recording of minority interests iretOperating Partnership as a result of an aggredat
31,452,170 limited partnership units in the Opa@fPartnership to be held by the owner of the

Predecessor, the owners of 200 Paul Avenue and 348€e Park Drive and the Predecessor’s joint

venture partner in Univision Tower and 1,490,58lyfuested long-term incentive units to be held by
our employees and our executive chairn

Sum of pro forma equity and pro forma minority nef&ts in the Operating Partnership before alloni $440,43:
Percentage allocable to minority intere 62.2:%
Minority interests in operating partnerst 274,03t
Pro forma aggregate adjustments to minority intsresoperating partnership excluding this
adjustmen 17,86t
$256,17:

(D Repayment of the remaining balance of thidde loan facility, see pro forma adjustment (C)

$138,20(

2. Adjustments to Pro Forma Condensed Consolidated Staments of Operations

The adjustments to the pro forma condensed coraeticstatements of operations for the six montde@dune 30, 2004, and the year
ended December 31, 2003 are as follows:

(AA)

(BB)

Reflects the Predecessotistorical condensed combined statements of tipesafor the six months ended June 30, 2004 a@
year ended December 31, 2003. As discussed inAptéhe real estate properties and interests theantributed by the ownt

of the Predecessor to the Operating Partnershégdhange for limited partnership interests in theekating Partnership will be
recorded at the Predecessor’s historical cost. Eisgesuch as depreciation and amortization todmgnézed by the Operating

Partnership related to the contributed interesthased on the Predece’s historical cost of related asse

As discussed in note (A), upon completion of thfering and the formation transactions, the Compasygeneral partner, w
own 37.78% of the Operating Partnership; howeveiGbmpany will have control over all major decisiari the Operating
Partnership. Accordingly, the Company will consatilthe revenues and expenses of the OperatingePsrip. See note (HH)
for the pro forma adjustment to allocate 62.22%hefnet income (loss) of the Operating Partnerghtpe limited partners of the
Operating Partnership.

Reflects the Predeces’s acquisition of Webb at LBJ, consummated on Augbs2004, AboveNet Data Center, consumm
on September 17, 2004 and eBay Data Center, 75%hioh was acquired on October 14, 2004 and theirenga25% is
expected to be consummated in early January 2086.raflects the acquisitions of 200 Paul Avenug AH00 Space Park Drive
from third parties in exchange for cash, debt aggliand Operating Partnership units and our jointure partner’s 10% interest
in Univision Tower in exchange for Operating Parsihép units, all upon completion of this offerir
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

The purchase method of accounting is used to tefiecacquisition of these properties and the 110@rést. For the pro forma
condensed consolidated income statement for theeyebed December 31, 2003, also reflects the Pesdecs acquisition of
100 Technology Center Drive, consummated on Febrliar2004, Siemens Building, consummated on A8jl2004, Savvis
Data Center, consummated on May 24, 2004, CargeteZ, consummated on May 25, 2004, and Comversendéogy
Building, consummated on June 16, 2004. The pmmdoadjustments are comprised of the followi

Six Months Ended June 30, 2004

Cqmbined
:‘:\tgrﬁgs Adjustments
and Resulting from Pro Forma
Certain . Adjustments
Purchasing
Expenses(l) the Properties
Revenues
Rental $ 14,07¢ 4842 14,56
Tenant reimbursemen 2,59¢ — 2,59¢
Other 30C — 30C
16,97¢ 484 17,46:
Expenses
Rental property operating and maintena 2,99( — 2,99(
Property taxe 87C — 87C
Insurance 32z — 322
Interest 1,58¢ — 1,58¢
Depreciation and amortization _ 5,106® 5,10¢
Other 2 — 2
5,76¢ 5,10¢ 10,87¢
Income before minority interes 11,21( (4,624 6,58¢
Minority interests in consolidated joint ventul — 42 42
Net income $ 11,21( (4,66¢€) 6,544
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)

(unaudited)
(Dollar amounts in thousands, except per share amats)

Year Ended December 31, 2003
Combined
Historical Revenue:

Adjustments
Resulting from

Pro Forma

and Certain . Adjustments
1) Purchasm_g
Expense§ the Properties
Revenues
Rental $ 57,05 1,21(@ 58,261
Tenant reimbursemen 13,00¢ — 13,00¢
Other 1,62( — 1,62(
71,67¢ 1,21C 72,88¢
Expenses
Rental property operating and maintena 12,467 — 12,467
Property taxe 4,90z = 4,90z
Insurance 1,40¢ — 1,40¢
Interest 4,46¢ — 4,464
Depreciation and amortization — 22,110 22,11°
Other 56 — 56
23,291 22,11 45,41(
Income before minority interes 48,37¢ (20,909 27,47¢
Minority interests in consolidated joint ventul — (149 (149
Net income $ 48,37¢ (20,759 27,62¢
I I I
@ The combined properti’ historical revenues and expenses are as foll
Six Months Ended June 30, 200
Combined
Historical
AboveNet |322L(1)| 1100 (522, Revenues an
Space Parl
Webb at LBJ Avenue p Center .
Data Certain
Center Drive Expenses
Revenues
Rental $ 2,50¢ 2,96¢ 6,10¢€ 1,89¢ 604 14,07¢
Tenant reimbursemen 167 69E 1,43¢ 29¢ — 2,59¢
Other 48 252 — — — 30C
2,728 3,91( 7,54t 2,19¢ 604 16,97¢
Expenses
Rental property operating and maintena 56¢ 62t 1,48: 31z — 2,99(
Property taxe 31t 257 152 14t — 87(
Insurance 21 13C 14¢ 22 — 322
Interest — — 1,08¢ 49¢ — 1,58¢
Other — — 2 — — 2
90¢ 1,01: 2,87¢ 97¢ — 5,76¢
Net income $ 1,81¢ 2,89¢ 4,672 1,21¢ 604 11,21(
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

Year Ended December 31, 2003

Combined
100 Sawvis Historical
Technology Siemen: Data Comverse AboveNet PZ;)L?I 1100 eDg?g Revenues
- Technology Webb at Space Parl and
Center Building Center Carrier Data Avenue Center Certain
Drive Center Building Center LBJ Drive Expenses
Revenues
Rental $ 3,79 2,51C 6,341  9,68¢ 7,04¢ 599. 5000 11,98( 3,75: 94z 57,05:
Tenant reimbursemen 36€ 26€ 901 2,76¢ 3,26¢ 1,39¢ 36¢ 3,09t 57¢E — 13,00
Other 2 2 52 94¢ 5 532 79 — — — 1,62(
4,16¢ 2,77¢  7,29¢ 13,40 10,32: 792  544¢ 15,07 4,32¢ 942 71,67¢
Expenses
Rental property operating and maintena 102 33t 14¢ 3,161 2,94t 1,13¢ 904 3,081 654 — 12,467
Property taxe 384 418 49% 682 1,20¢ 528 602 204 37¢ — 4,90:
Insurance — 26 257 452 101 23¢ 44 254 34 — 1,40¢
Interest — — — 1,077 — — — 2,53( 857 — 4,46¢
Other — — — — 46 — — 5 5 — 56
48€ 77¢ 901 537 4,301 1,902 1,55( 6,07 1,92¢ — 23,29
Net income $  367¢ 1,99¢ 6,39:  8,03( 6,021 6,017  3,89¢ 9,001 2,39¢ 942 48,37¢
2 Reflects increase in rental revenues for straigktient amounts and amortization of acquired betwwket leases, n
of amortization of above market leases, all resglfrom purchase accountir
3 Reflects depreciation and amortization of the bngd and improvements, tenant improvements andirsehjin-place

lease values
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

(CC) For the pro forma condensed consolidated incomerstnt for the six months ended June 30, 2004&atsfipro forma revenues
and expenses for the period from January 1, 20@ud¢h the date of acquisition of the applicableperties by the Predecessor
for all properties acquired during the six monthded June 30, 2004 based on historical revenuesxgrahses, as adjusted for
purchase accounting. For the pro forma condensesbtidated income statement for the year endedbeer31, 2003, reflects
pro forma revenues and expenses for the period Jamary 1, 2003 to the date of acquisition ofajbglicable property by the
Predecessor for all properties acquired during 2€33%d on historical revenues and expenses, astedijfior purchase

accounting
Six Months Ended June 30, 200
Comverse
Siemens Savvis Dat¢ Carrier Technology Azgﬁsi%rgl?s
100 Technolog
Center Drive Building Center Center Building
Revenues
Rental $ 431 97( 2,89( 4,001 3,23: 11,52¢
Tenant reimbursemen 47 35 301 1,11C 1,691 3,18¢
Other — — 1 297 10 30¢
47¢ 1,00t 3,192 5,40¢ 4,93t 15,01¢
Expenses
Rental property operating
and maintenanc 14 104 31 1,51(C 1,48¢ 3,14¢
Property taxe 47 12¢ 16C 211 58t 1,132
Insurance — 8 11C 18C 48 34¢
Interest — — — 73€ — 73€
Depreciation and
amortizatior 31C 34¢ 1,18¢ 907 1,98¢ 4,73¢
Other — — — — 46 46
371 587 1,48¢ 3,54¢ 4,15¢ 10,147
Net income $ 107 41¢ 1,70z 1,86¢ 7717 4,86¢
I I I I L] I
Year Ended December 31, 200
Ardenwood ASM Maxtor
VarTec . AT&T Web . . Pro Forma
Building Lithography Hosting Facility Brea Data Granite Manufacturing Stanford Adjustments
Corporate
Park Facility Center Tower Facility Place Il
Revenues
Rental $ — 34C 1,15¢ 667 84€ 3,67¢ — 3,83¢ 10,52:
Tenant reimbursemen 9 39 5 75 62 35€ — 76 622
Other — — — — — — — 68 68
9 37¢ 1,15¢ 742 90€ 4,031 — 3,98t 11,21
Expenses
Rental property operating and
maintenanct 1 16 10 28 21 752 26 1,00¢ 1,86:
Property taxe 7 20 — 75 35 43¢ 227 624 1,42%
Insurance — 2 9 1C 3 45 107 68 244
Interest — — — — — — — — —
Depreciation and amortizatic — 13C 29¢ 19¢ 26¢ 1,601 59¢ 1,97 5,06¢
Other — — 13C — — 36 17 — 182
8 16€ 44¢ 31C 327 2,87: 972 3,67% 8,77¢
Net income (loss $ 1 211 711 43z 581 1,15¢ 972) 311 2,43:
I I I I I I I I I
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

(DD) Reflects the net increase in interest expenseasult of the financing related pro forma adjusttaeiihe following outlines the
loans to be outstanding upon completion of thierifiy and the formation transactions and the cparding interest expense
that would have been recorded had these loansdwgstanding as of the beginning of the periodseoresl:

Interest Expense

Loans Six Months
Payable Year Ended
as of Ended December 31
June 30 Intlerest Rate June 30,
2004 @ 2004 2003
100 Technology Center Dri—Mortgage $ 20,00( LIBOR + 1.70% $ 38€ 772
Ardenwood Corporate Park, NTT/Verio Premier
Data Center and VarTec Build—Mortgage 43,00( LIBOR + 1.59% 771 1,53¢
Ardenwood Corporate Park, NTT/Verio Premier Data
Center and VarTec Buildi— Mezzanine 22,00( LIBOR + 5.75% 852 1,70¢
AT&T Web Hosting Facilit—Mortgage 8,77% LIBOR + 1.85% 17€ 352
Camperdown House—Mortgage 23‘072(2) 6.85% 901@ 1,802(2)
Carrier Center—Mortgage LIBOR + 4.25%
26,22 ® 88t 1,77
Granite Towe—Mortgage 21,64¢ LIBOR + 1.20% 364 727
Maxtor Manufacturing Facili—Mortgage 18,00( LIBOR + 2.25% 41C 81¢
Stanford Place —Mortgage 26,00( 5.14% 66¢ 1,33¢
Univision Towe—Mortgage 60,00( 6.03% 1,80¢ 3,61¢
200 Paul Aven.L—Mortgage 46,90¢ LIBOR + 3.18% 1,21: 2,42¢
Secured Term Del 155,00( 5.55% 4,30z 8,602
Unsecured credit facilit 31,44( LIBOR + 1.75% 58¢ 1,17¢
Bridge Facility 7,95( LIBOR + 2.00% 15¢ 317
Amortization of loan cost 1,41% 2,83(
Pro Forma total $510,01¢ 14,89¢ 29,78¢
I
Historical interest expense for the Predecessarje&enter,
200 Paul Avenue and 1100 Space Park C (10,199 (14,559
$ 4,701 15,23¢
I I
(1) We intend to enter into a swap agreement to sweiphla interest rates for fixed rates for a noticaraount of principal

totaling approximately $140.3 million. This is reflected in our pro forma adjustment since we haseyet entered
into the swap agreement. We calculated pro forneaeést expense for loans with variable interegtsrasing current
LIBOR rates (1.99% for oi-month LIBOR to 2.30% for s-month LIBOR as of October 27, 200.

(2 The Camperdown House mortgage is denominated ingsosterling. The loan payable has been conventedS.
dollars using the exchange rates of our foreignenay forward contract whereas current exchangehas been used-
the interest expens

(3) The interest rate on the Carrier Center mortgage is subject to a 2.50% LIBOR floc
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(EE)

(FF)

(GG)

DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)

(unaudited)

(Dollar amounts in thousands, except per share amats)

Reflects compensation expense related to awartigie0,561 fully-
vested special lonterm incentive units to be granted in connectioth
this offering to employees and our executive chairnbased on the
number of units specified by employment agreemantsour executive
chairman’s agreement and utilizing the initial palffering price of
our common stock, based on the public offeringerass the value of
such units. Also reflects compensation expenseegett® awards of an
aggregate of 783,902 stock options, which vest avieur-year period,
to be granted to employees and our executive claainmpon completic
of this offering:

Long-term incentive unit:
Stock options

Reflects reclassification of asset managementtéegeneral and
administrative expense. Although such asset managefees will not
be payable subsequent to the completion of therioff, the asset
management fees incurred historically will be repthwith direct
payments of compensation expense, rent and othergeand
administrative expenses that were paid for indiygmtior to the
completion of this offering by paying the asset agament fees. Also
reflects removing the asset managestimated profit that is included
the asset management f

Asset management fe
Remove asset mana’s estimated prof

Reflects increases in general and administratipeese as a result
becoming a public compan

Director fees

Compensation for our chief financial officer, extiee vice president c
telecommunications infrastructure and others wHbbei hired upon
completion of this offering

Directors and officers insuran

Other
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Six Months
Year Ended.
Ended December 31
June 30,
2004 2003
$ 17,881 $ 17,88
88 177
$ 17,97t $ 18,06¢
$ 1,592 3,18¢
(242) (484)
1,35(C 2,701
$ 60 $ 12C
468 92t
12¢E 25C
59 59
$ 707 $ 1,35¢
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DIGITAL REALTY TRUST, INC.

Notes to Pro Forma Condensed Consolidated Financi8tatement—(Continued)
(unaudited)
(Dollar amounts in thousands, except per share amats)

(HH) Reflects allocation of minority interests in netéme (loss) of the Operating Partnership
as a result of limited partnership units in the giag Partnership to be held by the owner
of the Predecessor (47.45%), the owners of 200 Aarue and 1100 Space Park Drive
(collectively 11.21%), management (2.81%) and thaey of the 10% interest in
Univision Tower (0.75%)

Total income (loss) after minority interests in solidated joint ventures but

before allocation to minority interest in operatipgytnershif $(5,177) $12,53:
Percentage allocable to minority inter 62.22% 62.2:%
$(3,217) $ 7,791
(1)) Pro forma earnings (loss) per st—basic and diluted are calculated by dividing pnarfe

consolidated net income (loss) by the number ofeshaf common stock issued in this
offering. The stock options issued by the Compamyat have a dilutive effect on
earnings per share because the market value atdbk for pro forma purposes is equal to
the initial public offering price which is equal tiee exercise price for the stock optio
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Report of Independent Registered
Public Accounting Firm

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying balance sheagdalCRealty Trust, Inc. and subsidiary (the Compeas of March 31, 2004. This

financial statement is the responsibility of thengp@ny’s management. Our responsibility is to expessopinion on this financial statement
based on our audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversightri@d@nited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdsathace sheet is free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and disds in the balance sheet. An audit also
includes assessing the accounting principles usddignificant estimates made by management, dsawelvaluating the overall balance sheet
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the balance sheet referred to alppesents fairly, in all material respects, thaficial position of Digital Realty Trust,
Inc. as of March 31, 2004 in conformity with U.®ngrally accepted accounting principles.

KPMG LLP

Los Angeles, California
July 22, 2004
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DIGITAL REALTY TRUST, INC.
BALANCE SHEET

ASSETS
Cash
Deferred offering cost

Total asset

LIABILITIES AND STOCKHOLDER 'S EQUITY
Non-interest bearing note payable to an affiliate andltiabilities
Stockholde’'s Equity:

Common stock, $.01 par value, 100,000,000 sharthe@zed;

200 shares issued and outstanc

Additional paic-in capital

Total stockholde’'s equity

Total liabilities and stockhold’s equity

June 30, 200.

(Unaudited)

$ 2,00(
2,045,85!

$2,047,85!

$2,045,85!
2

1,99¢
2,00(

$2,047,85!

See accompanying notes to balance sheet.
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March 31, 200«

2,00(

2,00(

1,99¢
2,00(

2,00(
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DIGITAL REALTY TRUST, INC.

Notes to Balance Shee
March 31, 2004

(1) Organization and Description of Business

Digital Realty Trust, Inc. (the Company) was inamgted in Maryland on March 9, 2004 under the nafriigital Properties Trust,
which time the Company issued 200 shares of itsneomstock to Global Properties Holdings, LLC in geation with the initial capitalization
of the Company. On April 28, 2004, Global Propextitoldings, LLC sold its shares of the Companysnwmn stock to Global Innovation
Partners, LLC (GI Partners) for $2,000. On July Z104, the Company changed its name to Digital tRdalist, Inc. The Company expects to
file a Registration Statement on Form S-11 withSeeurities and Exchange Commission with respeatpmposed public offering (the
Offering) of common stock. The Company is the ssiemer and general partner of Digital Realty Trus®. (the Operating Partnership), which
was formed on July 21, 2004 in anticipation of @féering. Upon completion of the Offering, the Commy and the Operating Partnership will
continue to operate and expand the business d@itfital Realty Predecessor (the Predecessor). Tédeleessor is not a legal entity; rather it is
a combination of certain of the real estate subsiel of Gl Partners along with an allocation otaia assets, liabilities, revenues and expenses
of Gl Partners related to the real estate helduioh subsidiaries. The Predecessor is engaged butliress of ownership, acquisition,
repositioning and management of technology-reledatiestate. Operations of the Company and thedfipgrPartnership are planned to
commence upon completion of the Offering.

The Company and the Operating Partnership togethietthe investors in Gl Partners, the owner offnedecessor and unrelated third
parties (collectively, the Participants) will engag certain formation transactions (the Formafioansactions). The Formation Transactions
are designed to (i) continue the operations oPtezlecessor, (ii) acquire additional propertiemt@rests in properties from the Participants,
(i) enable the Company to raise the necessaritaldap repay certain mortgage debt relating tdaierof the properties and pay other
indebtedness, (iv) fund costs, capital expenditaresworking capital, (v) provide a vehicle forue acquisitions, (vi) enable the Company to
comply with requirements under the federal incoaelaws and regulations relating to real estatestment trusts and (vii) preserve tax
advantages for certain Participants.

The operations of the Company will be carried amprily through the Operating Partnership. It is thtent of the Company to elect the
status of and qualify as a REIT under Section 856ugh 860 of the Internal Revenue Code of 198@@snded for the taxable year ending
December 31, 2004. Pursuant to a contribution ageee among the owner of the Predecessor and theatdygePartnership, which was
executed in July 2004, the Operating Partnershlipr@geive a contribution of interests in certafGl Partners’ properties in exchange for
limited partnership interests in the Operating ikenhip and the assumption of debt and other spddiébilities. Additionally, pursuant to
contribution agreements between the Operating 8atip and third parties, which were also execirtellily 2004, the Operating Partnership
will receive contributions of interests in certaidditional real estate properties in exchangeifioitdd partnership interests in the Operating
Partnership and the assumption of specified litdsli The value of the units that the Operatingrieaship will give for contributed property
interests and other assets will increase or deefieased on the initial public offering price of Bempany’s common stock. The initial public
offering price of the Company’s common stock wil determined in consultation with the underwriters.

The Company has committed to purchase a portidheofimited partnership interests that will be Bduo Gl Partners immediately
following the completion of the Offering. The puade price will be equal to the value of the OpegaRartnership units based on the initial
public offering price of the Company’s Stock, nétiaderwriting discounts and commissions and fimaredvisory fees. Additionally, if the
underwriters exercise their over-allotment optitre, Company has committed to purchase additioritd having a value equal to the net
proceeds to the Company from such exercise.
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DIGITAL REALTY TRUST, INC.
Notes to Balance She—(Continued)
March 31, 2004
(2) Income Taxes

As a REIT, the Company will be permitted to dedtistributions paid to its stockholders, eliminatihg federal taxation of incon
represented by such distributions at the Comparel.IREITs are subject to a number of organizatiand operational requirements. If the
Company fails to qualify as a REIT in any taxabdar the Company will be subject to federal incaaxe(including any applicable alternative
minimum tax) on its taxable income at regular coape tax rates.

(3) Offering Costs

In connection with the Offering, Gl Partners wiltur legal, accounting, and related costs, whidhbeireimbursed by the Compa
upon completion of the Offering. Such costs willdezlucted from the gross proceeds of the Offering.
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Report of Independent
Registered Public Accounting Firm

The Owner
Digital Realty Predecessor:

We have audited the accompanying combined baldrexts of Digital Realty Predecessor (the Predecessodefined in Note 1, as of
December 31, 2003 and 2002 and the related comBtageiments of operations, owner’s equity and cehmgmsive income (loss), and cash
flows for the years then ended and for the peniothfFebruary 28, 2001 (inception) through Decen®ier2001. In connection with our audits
of the combined financial statements, we also laadited the financial statement schedule 111, Prigee and Accumulated Depreciation. Th
combined financial statements and financial statereehedule are the responsibility of the Predec&ssianagement. Our responsibility is to
express an opinion on these combined financiadstants based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamliqUnited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on tliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principded and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the combined financial statemeefsemed to above present fairly, in all materialpects, the financial position of Digital
Realty Predecessor as of December 31, 2003 andat@Dthe results of its operations and its caskdlfor the years then ended and for the
period from February 28, 2001 (inception) througicBmber 31, 2001 in conformity with U.S. generallgepted accounting principles. Also
in our opinion, the related financial statementesttiie 111, when considered in relation to the basimbined financial statements taken as a
whole, presents fairly, in all material respedtg, information set forth therein.

KPMG LLP

Los Angeles, California
July 22, 2004
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DIGITAL REALTY PREDECESSOR

Combined Balance Sheet
(In thousands)

Assets
Investments in real esta
Land
Acquired ground leas
Buildings and improvemen
Tenant improvement

Accumulated depreciation and amortizat

Cash and cash equivalel

Accounts and other receivabl

Deferred ren

Acquired above market leases, net of accumulatesitaation of $2,016 in 2003 and $401 in 2(

Acquired in place lease value and deferred leasiists, net of accumulated amortization of $10,
in 2003 and $4,038 in 20(

Deferred financing costs, net of accumulated amatittn of $1,157 in 2003 and $345 in 2(

Other asset

Liabilities and Owner’s Equity

Notes payable under line of cre

Notes payable under bridge lo

Mortgage loan:

Other secured loar

Accounts payable and accrued expet

Acquired below market leases, net of accumulatedramation of $5,768 in 2003 and $2,452 in 2(
Security deposits and prepaid re

Asset management fees payable to related |

Minority interests
Owner’s equity, including $305 and $463 of accurtadaother comprehensive income in 2003 an
2002, respectivel

See accompanying notes to combined financial s&tén
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December 31

June 30, 200
2003 2002

(unaudited)
$ 93,61: 50,71t 16,30¢
1,473 1,47 —
456,53¢ 323,98 190,29¢
51,171 28,59( 14,027
602,80! 404,76 220,63(
(20,06¢) (13,026 (3,629
582,73 391,73 217,00¢
4,26¢ 5,174 3,57¢
2,152 1,13¢ 2,24(C
7,85¢ 5,17¢ 1,40¢
18,95 11,43: 3,53¢
104,29( 59,47 40,057
4,23 3,39¢ 1,212
6,74: 2,16¢ 793
$ 731,23 479,69¢ 269,83t
$ 75,31 44,43¢ 53,00(
99,50( — —
247,21¢ 213,42¢ 85,56(
51,86: 40,00( 18,00(
6,89¢ 7,115 7,58¢
23,76 19,25¢ 16,891
4,337 3,267 1,68¢
79€ 79€ 79€
509,68 328,30 183,52¢
3,25(C 3,444 3,13t
218,30¢ 147,95: 83,17
$ 731,23 479,69¢ 269,83t
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DIGITAL REALTY PREDECESSOR

Combined Statements of Operation:
(In thousands)

Period from
Six months Years Ended February 28,
Ended June 30, December 31, 2001 (inception
through
December 31,
2004 2003 2003 2002 2001
(Unaudited)
Revenues
Rental $34,46: 22,29¢ 50,09¢ 21,20 —
Tenant reimbursemen 5,397 4,317 8,661 3,89/ —
Other 1,712 4,22 4,32¢ 45¢ 12
41,57( 30,837 63,08¢ 25,55t 12
Expenses
Rental property operating and maintena 6,28¢ 3,63¢ 8,62 4,99 —
Property taxe 3,83¢ 2,41¢ 4,68¢ 2,75¢ —
Insurance 562 20€ 62€ 83 —
Interest 7,87¢ 4,09¢ 10,09! 5,24¢ —
Asset management fees to related p 1,592 1,592 3,18¢ 3,18¢ 2,66:
Depreciation and amortizatic 12,21¢ 7,187 16,29t 7,65¢ —
General and administrati\ 157 43 32¢ 24¢ —
Other 2,54( 2,48( 2,45¢ 1,24¢ 107
35,06¢ 21,66: 46,297 25,42¢ 2,77C
Income (loss) before minority intere: 6,501 9,172/ 16,79 12¢ (2,75¢)
Minority interests (56) 73 14¢ 19C —
Net income (loss $ 6,557 9,101 16,64 (62) (2,759

See accompanying notes to combined financial sextésn
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DIGITAL REALTY PREDECESSOR
Combined Statements of Owne's Equity and Comprehensive Income (Loss

Six months ended June 30, 2004 (unauditec
years ended December 31, 2003 and 2002 and periodnf
February 28, 2001 (inception) through December 32001

(In thousands)

Contributions $ 3,74¢
Net loss (2,75¢)
Balance, December 31, 20 99C
Contributions 86,09(
Distributions (4,30%)
Net loss (62)
Other comprehensive inco—foreign currency translation adjustme 463

Comprehensive incorn 402
Balance, December 31, 20 83,171
Contributions 131,18:
Distributions (82,89))
Net income 16,64:
Other comprehensive I—foreign currency translation adjustme (15¢)

Comprehensive incorr 16,48¢
Balance, December 31, 20 147,95:
Contributions (unauditec 103,92°
Distributions (unauditec (40,13))
Net income (unauditec 6,557
Other comprehensive inco—foreign currency translation adjustments (unaudli 5

Comprehensive income (unaudite 6,562
Balance, June 30, 2004 (unaudit $218,30:

See accompanying notes to combined financial s&tén
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DIGITAL REALTY PREDECESSOR
Combined Statements of Cash Flow

(In thousands)

Cash flows from operating activitie

Net income (loss
Adjustment to reconcile net income (loss) to nethgarovided by (used in) operating activiti
Minority interests
Distributions to joint venture partn
Write off of net assets due to early lease ternon:
Depreciation and amortization of buildings and ioygments, tenant improvements an
acquired ground leas
Amortization of deferred financing cos
Amortization of debt premiur
Amortization of acquired in place lease value aefitded leasing cos
Amortization of acquired above market leases awgiaed below market leases, 1
Changes in assets and liabiliti
Accounts and other receivabl
Deferred ren
Other asset
Accounts payable and accrued expel
Security deposits and prepaid r
Asset management fee payable to related |

Net cash provided by (used in) operating activi

Cash flows from investing activitie

Acquisitions of propertie
Deposits paid for acquisitions of propert
Improvements to investments in real es

Net cash used in investing activiti

Cash flows from financing activitie

Borrowings under line of crec
Repayments under line of cre
Borrowings under bridge loz
Proceeds from mortgage loz
Principal payments on mortgage lo:
Proceeds from other secured lo.
Principal payments on other secured la
Payment of loan fees and co
Contribution from joint venture partn
Contributions from owne
Distributions to owne

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equis

Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Supplemental disclosure of cash flow informal
Cash paid during the period for inter
Supplemental disclosure of noncash investing amhfiing activities
Increase (decrease) in net assets related to foceigency translation adjustmel

Accrual for additions to investments in real estatduded in accounts payable and accrued

expense:
Allocation of purchase of properties
Investments in real este
Acquired above market leas
Acquired below market leas:
Acquired in place lease vall
Loan premiurr

Cash paid for acquisition of properti
Mortgage loans assumed in connection with the adttpn of a propert
Other secured loan assumed in connection withahaisition of a propert
Other secured loan obtained from seller of realte
Purchase deposits applied to acquisitions of pitigs

Period from
Six months Years Ended February 28,
Ended June 30, December 31, 2001 (inception)
through
December 31,
2004 2003 2003 2002 2001
(Unaudited)
$ 6,557 9,101 16,64: (61) (2,75¢)
(56) 73 14¢ 19C —
(13¢) (57) (240 (395)
2,371 2,33¢ 2,094 1,21C —
7,341 4,081 9,48( 3,621 —
834 11€ 81¢ 341 —
(50¢€) (485) 970 (889) —
4,871 3,10¢ 6,81% 4,03¢ —
(14¢€) (1,25)) (1,892 (2,05)) —
(1,017) 18C 1,101 (2,22¢) (12)
(2,687) (1,627) (3,769 (1,409 —
(3,827) (820) (2,337) (43 —
33¢ (2,627) (482) 5,63: 107
1,07C 40¢ 1,57¢ 1,68¢ —
— 79€ — — 79€
15,00¢ 13,34¢ 28,98¢ 9,64¢ (1,867)
(223,92() (104,40 (210,31)) (163,367) —
(750) — — (750) (1,88))
(3,077) (2,71%) (4,945) (642) —
(227,74) (107,121 (215,26 (164,75%) (1,88))
99,38: 42,57t 91,43¢ 53,00( —
(68,500 — (100,00() — —
99,50( — — — —
20,00( 14,00( 131,42( 23,17: —
(640) (2,085) (2,679) (1,057) —
— — 22,00( — —
(23 — — — —
(1,675) (327) (3,000 (1,559) —
— 22t 40C 3,34( —
103,92° 64,95¢ 131,18: 86,09( 3,74¢
(40,13)) (27,119 (82,89) (4,305) —
211,83: 92,22t 187,87: 158,68t 3,74¢
(90€) (1,552) 1,59¢ 3,57¢ —
5,17¢ 3,57¢ 3,57¢ — —
$ 4,26¢ 2,02¢ 5,17¢ 3,57¢ —
7,104 4,45( 10,08¢ 4,94¢ —
5 (17€) (15¢) 467 —
1,104 1,315 1,85¢ 1,84¢ —
171,37¢ 88,89t 180,54t 137,31¢ —
9,50z 6,94¢ 10,61« 4,281 —
(6,90¢) (5,327) (6,964 (19,349 —
50,49: 13,88¢ 26,12: 44,01t —
(545) — — (2,909
223,92( 104,40! 210,31¢ 163,36: —
14,39. — — 60,64¢ —
11,88« — — — —
— — — 18,00( —
— 75C 75C 1,881 —



Total purchase pric 250,19¢ 105,15! 211,06¢ 243,89:
See accompanying notes to combined financial st
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DIGITAL REALTY PREDECESSOR

Notes to Combined Financial Statement
December 31, 2003 and 2002

(1) Organization

Digital Realty Predecessor (the Predecessor) iedvay Global Innovation Partners, LLC, a Delawaretéed liability company (G
Partners). The Predecessor is not a legal enditlyer it is a combination of certain of the reahessubsidiaries of Gl Partners along with an
allocation of certain assets, liabilities, revenard expenses of Gl Partners related to the réatedseld by such subsidiaries, as described
below in Note (2)(a). The Predecessor is engag#tkitusiness of ownership, acquisition, repositignand management of technology-
related real estate.

The Predecessor commenced operations on Janua2@@®when it acquired its first investment in restiate. Gl Partners was formed
February 28, 2001 by and between California Pubtipployees’ Retirement System (CalPERS), Globalvation Contributors, LLC (GIC),
and Global Innovation Manager, LLC (the Managedléztively, the Members).

In anticipation of an initial public offering (thHeffering) of the common stock of Digital Realty Btulnc. (the REIT), which is expected
to be completed in 2004, the REIT and a majorityedvlimited partnership that the REIT formed ory 24, 2004, Digital Realty Trust, L.P.
(the Operating Partnership), together with Gl Radrand unrelated third parties (collectively, Hagticipants), will engage in certain formation
transactions (the Formation Transactions). The Btion Transactions are designed to (i) continueogiexations of the Predecessor, (ii) acc
additional properties or interests from third pesti(iii) enable the REIT to raise necessary chpuiteepay certain mortgage debt relating to
certain of the properties and pay other indebtexir(@g fund costs, capital expenditures and wagldapital, (v) provide a vehicle for future
acquisitions, (vi) enable the REIT to comply witguirements under the federal income tax laws agdlations relating to real estate
investment trusts and (vii) preserve tax advantégresertain Participants.

The operations of the REIT will be carried on priityathrough the Operating Partnership. It is theent of the REIT to elect the status of
and qualify as a REIT under Sections 856 throughd@8ghe Internal Revenue Code of 1986, as amefatatie taxable year ending December
31, 2004. The REIT will be the sole general paringhe Operating Partnership. Pursuant to a dmution agreement among the owner of the
Predecessor and the Operating Partnership, whishewecuted in July 2004, the Operating Partnemshiipeceive a contribution of interests
the real estate properties in exchange for limitadnership interests in the Operating Partnerahipthe assumption of debt and other spec
liabilities.

The REIT has committed to purchase a portion ofithiged partnership interests that will be isstied| Partners immediately following
the completion of the Offering. The purchase pvidebe equal to the value of the Operating Parthgr units based on the initial public
offering price of the REIT's stock, net of undenirg discounts and commissions and financial adyiees. Additionally, if the underwriters
exercise their over-allotment option, the REIT basmmitted to purchase additional units from thesentmers having a value equal to the net
proceeds from such exercise.

(2) Summary of Significant Accounting Policies
(a) Principles of Combinatior

The accompanying combined financial statementsidecthe wholly owned real estate subsidiaries aajdnity owned real estate joint
ventures that Gl Partners intends to contributhéoOperating Partnership in connection with théefrig, including Carrier Center (unaudite
beginning May 25, 2004 upon acquisition of the prtyp The Operating Partnership has an option dquiae Carrier Center and management
believes that it is probable that the Operatingrieaship will acquire Carrier Center as of the eonmation of the Formation Transactions and
completion of the Offering. The interests of thmjowventure partners, all of whom are third parte® reflected in minority interests in the
accompanying combined financial statements.
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DIGITAL REALTY PREDECESSOR

Notes to Combined Financial Statemen—(Continued)
December 31, 2003 and 2002

The accompanying combined financial statementsaddnelude the real estate subsidiaries for th@errbes owned by Gl Partners that
are subject to right of first offer agreements, ety the Operating Partnership has the right toenthk first offer to purchase these properties
if GI Partners decides to sell them, since managéimgieves that it is not currently probable ttet Operating Partnership will acquire these
properties as the properties are presently vataetaccompanying combined financial statementsddsoot include any of GI Partners’
investments in privately held companies, which GitRers also does not intend to contribute to ther@ing Partnership.

The accompanying combined statements include anadibn of Gl Partners’ line of credit to the ext#rat such borrowings and the
related interest expense relate to acquisitionbefeal estate owned by the subsidiaries and yeintures that Gl Partners intends to contribute
to the Operating Partnership. Additionally, the@opanying combined financial statements includalktation of asset management fees to a
related party incurred by Gl Partners along withaliocation of the liability for any such fees tlzaie unpaid as of the balance sheet dates ¢
allocation of Gl Partners’ general and administegxpenses.

(b) Cash Equivalents
For purpose of the combined statements of castsfltve Predecessor considers s-term investments with maturities of 90 days or
when purchased to be cash equivalents. As of Deeef1h 2003 and 2002, cash equivalents consisivesiments in a money market fund.

(c) Investments in Real Estate

Investments in real estate are stated at costatssmulated depreciation and amortization. Deptigei and amortization are recorded
a straight line basis over the estimated usefeklias follows:

Acquired ground leas 99 years
Buildings and improvemen 39 years
Tenant improvement Shorter of the useful lives or the terms of thated lease

Improvements and replacements are capitalized wienextend the useful life, increase capacitymprove the efficiency of the asset.
Repairs and maintenance are charged to expenseuased.

(d) Impairment of Long-Lived Assets

The Predecessor assesses whether there has begmrien in the value of its long-lived assets whvemevents or changes in
circumstances indicate the carrying amount of aetasay not be recoverable. Recoverability of agsebe held and used is measured by a
comparison of the carrying amount to the futureaash flows, undiscounted and without interesteeigd to be generated by the asset. If such
assets are considered to be impaired, the impatrtadye recognized is measured by the amount bgtwthie carrying amount of the assets
exceeds the fair value of the assets. Assets tlispesed of are reported at the lower of the cagrgimount or fair value, less costs to sell.
Management believes no impairment in the net cagryalues of the investments in real estate hasroeat.

(e) Purchase Accounting for Acquisition of Investmts in Real Estate

Purchase accounting is applied to the assets albititles related to all real estate investmentyuaed by the Predecessor. In accorde
with Statement of Financial Accounting Standards NtL,Business Combinationthe fair value of the real estate acquired is alled to the
acquired tangible assets, consisting primarilyaofl, building and tenant improvements, and idexttifntangible assets and liabilities,
consisting of
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the value of above-market and below-market leasteer value of in-place leases, value of tenamtticeiships and acquired ground leases,
based in each case on their fair values. Loan pmasiiin the case of above market rate loans, arddscounts, in the case of below market
loans, are recorded based on the fair value ofaans assumed in connection with acquiring the estdte.

The fair value of the tangible assets of an acquir@perty is determined by valuing the propertyf &swvere vacant, and the “as-if-
vacant”value is then allocated to land (or acquired grol@age if the land is subject to a ground leasg)ding and tenant improvements ba
on management’s determination of the relativevialues of these assets. Management determines-ih@acant fair value of a property using
methods similar to those used by independent aggrnsaiFactors considered by management in perfgrthese analyses include an estimal
carrying costs during the expected lease-up pedodsidering current market conditions and cosexexute similar leases. In estimating
carrying costs, management includes real estaés téiixsurance and other operating expenses antb#éssi of lost rental revenue during the
expected lease-up periods based on current magkedtd. Management also estimates costs to exemitardeases including leasing
commissions, legal and other related costs.

In allocating the fair value of the identified inggible assets and liabilities of an acquired propetbove-market and below-market in—
place lease values are recorded based on the predea (using an interest rate which reflectsribks associated with the leases acquired) of
the difference between (i) the contractual amotmtse paid pursuant to the in-place leases anthéilagement’s estimate of fair market lease
rates for the corresponding in-place leases, medswer a period equal to the remaining non-cabteterm of the lease and, for below-
market leases, over a period equal to the ingiahtplus any below market fixed rate renewal pexiddhe leases do not currently include any
below market fixed rate renewal periods. The céipéd above-market lease values are amortized@duetion of rental income over the
remaining non-cancelable terms of the respectiasds. The capitalized below-market lease valugs,raferred to as acquired lease
obligations, are amortized as an increase to ramtame over the initial terms of the respectivasks and any below market fixed rate renewal
periods.

In addition to the intangible value for above maikases and the intangible negative value fonbeharket leases, there is intangible
value related to having tenants leasing spaceeiptinchased property, which is referred to as awg@lease value and tenant relationship value.
Such value results primarily from the buyer of asked property avoiding the costs associated watsirig the property including tenant
improvement allowances and leasing commissionsatsalavoiding rent losses and unreimbursed opgratipenses during the lease up
period. The aggregate fair value of in-place leasabstenant relationships is equal to the exceés tife fair value of a property after adjusting
existing in-place leases to market rental rates Gijehe estimated fair value of the propertyifagacant, determined as set forth above. This
aggregate value is allocated between in-place leglse and tenant relationships based on manag&neseiuation of the specific
characteristics of each tenant’s lease; howeverydfue of tenant relationships has not been segghfiom in-place lease value for the real
estate acquired by the Predecessor because sueharal its consequence to amortization expengeniierial for these particular
acquisitions. Should future acquisitions of projsrtesult in allocating material amounts to thii@af tenant relationships, an amount would
be separately allocated and amortized over thmattd life of the relationship. The value of inqddeases exclusive of the value of above-
market in-place leases is amortized to expensetbeaemaining non-cancelable periods of the raspeleases. If a lease were to be
terminated prior to its stated expiration, all uretized amounts relating to that lease would bétenioff.

(f) Deferred Leasing Costs

Deferred leasing commissions and other dicosts associated with the acquisition of tenargscapitalized and amortized on a stral
line basis over the terms of the related leases.
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(9) Foreign Currency Translation

Assets and liabilities of the subsidiary that ovangal estate investment located in London, Engéaadranslated into U.S. dollars us
year-end exchange rates except for the portion subjegtforeign currency forward contract discusseNate (2)(h); income and expenses are
translated using the average exchange rates foefiueting period. The functional currency of thisidiary is the British pound. Translation
adjustments are recorded as a component of acctedwdther comprehensive income.

(h) Foreign Currency Forward Contract

The Predecessor accounts for its foreign curreedgimg activities in accordance with FASB Statentémt 133,Accounting foi
Derivative Instruments and Certain Hedging Actadl, and FASB Statement No. 32preign Currency Translation

Changes in the fair value of foreign currency famveontracts that are highly effective as hedgesddasignated and qualify as foreign
currency hedges, and are used as a hedge of aestment in a foreign operation, are recorded@srgonent of accumulated other
comprehensive income.

The terms of the foreign currency forward conttaeltl as of December 31, 2003, which has a notiamalunt denominated in British
pounds, of £7,850,000, was used to convert thenbataof the investment in real estate located imdba, England into U.S. dollars. The fair
value of such forward contract was $(1,350,00®fd3ecember 31, 2003 and this is included in otteenprehensive loss included in owner’s
equity. The Predecessor had no forward contraddeeémber 31, 2002.

(i) Deferred Financing Costs
Loan fees and costs related to the Predecesleans are capitalized and amortized over theofithe related loans on a straight line bi
which approximates the effective interest methagthSamortization is included as a component of@steexpense.
() Income Taxes

No provision has been made in the combined findistégements for income taxes, as any such taxetharesponsibility of GI Partners’
Members, as Gl Partners is a limited liability canp. To the extent that any United Kingdom taxesiacurred by the subsidiary invested in
real estate located in London, England, a provi@anade for such taxes. There were no such taxebd years ended December 31, 2003 and
2002 and the period from February 28, 2001 (inceptio December 31, 2001.

(k) Revenue Recognition

All leases are classified as operating leases d@nitum rents are recognized on a straight linedaser the terms of the leases.
excess of rents recognized over amounts contrégthad pursuant to the underlying leases is indudedeferred rent in the accompanying
combined balance sheets and contractually duerpatid rents are included in accounts and otheivailes.

Tenant reimbursements for real estate taxes, conaremaintenance, and other recoverable coste@rgnized in the period that the
expenses are incurred. Lease termination feeshverie included in other income in the accompangimmbined statements of operations, are
recognized when the related leases are cancelethatedecessor has no continuing obligationdwige services to such former tenants.

A provision for possible loss is made if the reedile balances related to contractual rent, remtrdecl on a straight line basis, and tenant
reimbursements are considered to be uncollectible.
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() Unaudited Interim Combined Financial Informatia

The combined financial statements as of June 3 20d for the six months ended June 30, 2004 @08 &re unaudited. In the opini
of management, such financial statements refléetdflistments necessary for a fair presentatigdhefesults of the respective interim periods.
All such adjustments are of normal and recurringirea

(m) Management’s Estimates and Critical Accountimplicies

The preparation of financial statements in conftymiith accounting principles generally accepteth@ United States of America
requires management to make estimates and assush it affect the reported amounts of assetsiabifities and disclosure of contingent
assets and liabilities at the date of the finamstialements and the reported amounts of revenuksxgenses during the reporting period. Ac
results could differ from those estimates made.

Management has identified certain critical accaumpolicies that affect management’s more signifigadgments and estimates used in
the preparation of the Predecessor’s combined diahatatements. On an on going basis, managemehtages estimates related to critical
accounting policies, including those related tcerase recognition and the allowance for doubtfubacods receivable and investments in real
estate and asset impairment. The estimates ard bagaformation that is currently available to ragament and on various other assumptions
that management believes are reasonable undeirthenstances.

Management must make estimates related to thectibilgy of accounts receivable related to minimuenmt, deferred rent, expense
reimbursements, lease termination fees and oteria. Management specifically analyzes accountsvalle and historical bad debts, tenant
concentrations, tenant creditworthiness, and ctigeanomic trends when evaluating the adequacyec&liowance for doubtful accounts
receivable. These estimates have a direct impatiteoPredecessor’s net income, because a highetdircllowance would result in lower net
income.

Management is required to make subjective assessragito the useful lives of the properties foippses of determining the amount of
depreciation to record on an annual basis witheesip the Predecessor’s investments in real e§these assessments have a direct impact on
the Predecessor’s net income because if manageveeato shorten the expected useful lives of tleel@ressos investments in real estate,
Predecessor would depreciate such investments@wer years, resulting in more depreciation expemklower net income on an annual
basis.

Management is required to make subjective assessragito whether there are impairments in the gadfighe Predecesserinvestment
in real estate. These assessments have a diremttimp the Predecessor’s net income because regadiimpairment loss results in an
immediate negative adjustment to net income.

Management is required to make subjective assessragro the fair value of assets and liabilittesannection with purchase account
related to real estate acquired by the PredeceBsese assessments have a direct impact on thedessbr’s net income subsequent to the
acquisition of the additional interests as a resuttepreciation and amortization being recordedhase assets and liabilities over the expected
lives of the related assets and liabilities.

Management estimates the fair value of rental ptagseutilizing a discounted cash flow analysistihaludes projections of future
revenues, expenses and capital improvement casiitarsto the income approach that is commonlyizgil by appraisers.
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(3) Investments in Real Estate

The Predecess<’'s investments in real estate consist of equitystments in technolo¢related properties. The properties inclh
telecommunications infrastructure, information tealogy infrastructure, technology manufacturinggd &chnology office/corporate
headquarters facilities. As of December 31, 2088 Rredecessor held 13 properties; 12 locatedsensgtates within the United States and one
located in London, England, with 29% and 27% ofdheying value of the investments in real estataprised of properties located in Texas
and California, respectively. As of December 31020he Predecessor held five properties locatédunstates within the United States and
one located in London, England, with 36% and 25%efcarrying value of the investments in realtestamprised of properties located in
Texas and New Jersey, respectively.

The Predecessor has a 90% ownership interestriopety known as Univision Tower, located in TexBlse minority partner’'s 10%
share is reflected in minority interests in theanpanying combined financial statements.

The Predecessor has a 98% ownership interestriopefty known as Stanford Place I, located in €ado. The minority partner’'s 2%
share is reflected in minority interests in theampanying combined financial statements. Distritmaifrom this joint venture are allocated
based on the stated percentage interests untibdisbns exceed the amount required to returcagital plus a 15% return. After that,
disproportionate allocations are made based ofotheulas described in the joint venture agreemerenaby the 2% joint venture partner is
allocated a larger share.

(4) Debt
(a) Line of Credit

Gl Partners has a $100,000,000 revolving crediliipavith several banks and a financial servicesnpany, which expires on December
31, 2004. Gl Partners is currently negotiating wfité lenders to obtain a 12-month extension fa flcility. Advances under the facility are
secured by unfunded capital commitments of Gl RastrOutstanding advances totaled $60,000,000 5n@®0,000 as of December 31, 2003
and 2002, respectively, of which $44,436,000 ar®| (30,000 has been allocated to the Predecesser thiese borrowings relate to the
Predecessor’s real estate investments. Availaklitaunder the line is reduced by amounts set deid@1 Partners’ obligations under
outstanding letters of credit. There were no outditeg letters of credit as of December 31, 2003 200P.

Outstanding advances under the line of credit darest at variable rates based on LIBOR plus®/86r the reference rate, as defined
in the revolving credit agreement, at the optiobPartners. As of December 31, 2003 and 2002fdle outstanding advances have been
designated as LIBOR advances and the applicabtewinyg rates from the various advances range frdd2526 to 2.045% as of December 31,
2003 and 2.275% to 2.635% as of December 31, 20@2est is payable monthly.

Commitment fees equal to 0.2% per annum of theethusaximum commitment under this line of creditdwe quarterly if the unused
maximum commitment is greater than or equal to lveléof the maximum commitment under the crediiliigc However, commitment fees
equal to 0.15% per annum of the unused maximum doment are due quarterly if the unused maximum c@ment is less than one-half of
the maximum commitment. Additionally, a letter oédit fee equal to 1% per annum of the daily stat@dunt of each letter of credit issued
under the credit facility is due quarterly.

Advances under the line of credit may be prepadiraborrowed without penalty. The loan agreemetitigtes certain covenants.
Management believes that Gl Partners has complidtiaese loan covenants.

F-33



Table of Contents

DIGITAL REALTY PREDECESSOR

Notes to Combined Financial Statemen—(Continued)
December 31, 2003 and 2002

(b) Mortgage and Other Secured Loans
Mortgage and other secured loans consist of theviolg as of December 31, 2003 and 2002 (in thodspa

2003

2002

Mortgage loans
Loan payable to a financial institution, securedhmsy Ardenwood Corporate Park, VarTec Building
NTT /Verio Premier Data Center properties. The Ibaars interest, payable monthly, at the one-month
LIBOR plus 1.59% (2.61% at December 31, 2003).regeis due monthly. Principal is due at maturity o
August 9, 2006. The loan may be extended at theeleessor’s option for one thirteen-month period and
one on-year period if certain conditions exist and upopmant of a 0.125% extension f $43,00(
Loan payable to an insurance company, securedebylivision Tower property. The loan bears inteedst
7.52%. Monthly payments of principal and intereés$a27. Outstanding principal is due at maturity on

January 1, 200¢ 39,85¢
Loans payable to an insurance and mortgage compaaoyred by the Stanford Place Il property. Thad
bear interest at 5.14%, payable monthly. Prindpdue at maturity on January 10, 20 26,00(

Loan payable to Bank of Scotland, denominated imgs sterling; secured by the Camperdown House

property. The loan bears interest at 6.845%. Istésedue quarterly. Beginning November 2004, crrt

principal and interest payments based on a tenamartization schedule are due. Outstanding praidsp

due at maturity on October 31, 20! 23,07¢
Loan payable to an insurance company, securedeb§thnite Tower property. The loan bears inte

payable monthly, at 2.37% through December 2008 aathe three-month LIBOR plus 1.20% thereafter.

Beginning February 2005, monthly principal paymesft$45 are required. The loan matures on January 1

2009. Beginning January 2006, the Predecessor tias-time option to convert the interest rate fixed

rate based on the then available fixed rates thoeconditions exist and upon payment of a 1% eosion

fee. If the interest rate is converted, monthiygipal and interest payments based on a 30-year

amortization schedule are requir 21,64¢
Loans payable to a bank, secured by the 36 Nottiseaond Street property. The first mortgage biedesest

payable monthly, at the greater of 4% or one otweevariable rates as defined in the loan agreénidme

applicable rate at December 31, 2003 and 2002 is4#icipal payments of $23 are due monthly.

Outstanding principal is due at maturity on MayQ05. The second mortgage, which had a principal

balance of $945 at December 31, 2002, was repaidgi2003. 18,02«
Loan payable to a bank, secured by the Maxtor Mastufing Facility property. The loan bears interest

payable monthly, at the one-month LIBOR plus 2.23987% at December 31, 2003) and monthly

principal payments of $35 are due beginning in dan@2005 and the remaining principal is due at migtu

on December 31, 2006. The loan may be extendehvfoone-year periods at the Predecessor’s option if

certain conditions are met and upon prepayment @xéension fee of 0.35% 18,00(
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2003 2002

Loan payable to a bank, secured by the ASM Lithplgya-acility property. The loan bears interest,gidg

monthly, at the greater of 4.75% or the one-monBAR plus 2.75% (the applicable rate is 4.75% at

December 31, 2003). Beginning August 5, 2004, nmgmitincipal payments are due based on a twengy-

year amortization period. The loan matures on A&006. The loan may be extended at the Predate:

option for two on-year periods if certain conditions exist and upagment of a 0.5% extension f $ 14,00 $ —
Loan payable to an insurance company, securedeogTi& T Web Hosting Facility property. The loan bge

interest, payable monthly, at the three-month LIB@&s 1.85% (3.02% at December 31, 2003). Prindgal

due at maturity on December 1, 2006. The loan neagdtended at the Predecessor’s option for twoyeae-

periods if certain conditions exit 8,77t —
Total principal outstandin 212,37¢ 83,54(
Loan premiun 1,05(C 2,02(
Total mortgage loar $213,42¢  $85,56(

Other secured loan
Loan payable to a financial institution, securedhsy Predecessor’s interests in the subsidiarasothin the
Ardenwood Corporate Park, VarTec Building, and NMéro Premier Data Center properties. The loand
interest at 5.875% through September 2003, artteatrie-month LIBOR plus 5.75% thereafter (6.77% at
December 31, 2003). Interest is due monthly. Onthtey principal is due at maturity on August 9, @0The
loan may be extended at the option of the borrdameone thirteen-month period and one one-yeawogifi
certain conditions exist and upon payment of a%i 2xtension fee $ 22,000 $ —
Loan payable to the former owner of the Univisi@wEr property. This loan is secured by all of thetpershiy
interests in the majority-owned partnership thdt&ditle to the real estate. The loan bears isteae8%.
Monthly payments of interest are due as describebe promissory note based, in part, on availeah
flow. Principal and unpaid interest is due at migfuon January 31, 2007. The seller has made certai
guaranties related to collectibility of rents frahe tenants for a period of three years from ttie d&
acquisition of the property. Any amounts due ursierth guaranties will be used to reduce amounts
outstanding under this loa 18,00( 18,00(

$ 40,000  $18,00(

The terms of loan agreements for most of the mgegad other secured loans require prepaymenttganiflthe principal is prepaid.
The loans secured by Ardenwood Corporate Park, &aBuilding and NTT/Verio Premier Data Center do permit prepayment before
October 8, 2005 and the loans secured by GraniteeTand AT&T Web Hosting Facility do not permit peyment until January 1, 2006 and
November 25, 2004, respective

Gl Partners has made certain guaranties with respeertain of the Predecessor’s loans and expleatsuch guaranties will be released
upon consummation of the formation transactionstaadDffering.
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The minimum principal payments due for the mortgage other secured loans in each of the next fa¥gyand thereafter are as follows
(in thousands):

2004 $ 1,73¢
2005 59,56¢
2006 107,30!
2007 20,48
2008 2,62(
Thereaftel 60,66

$252,37¢

On March 5, 2004, the Predecessor borrowed $2@00@nder a mortgage loan secured by the propeqyied in February 2004 (note
8). This mortgage loan bears interest, payable hiyrat an annual rate of LIBOR plus 1.7% and ggatis due at maturity on April 1, 2009.

On May 25, 2004, the Predecessor assumed a moltgaageith an outstanding balance of $14,392,00@dited) and a mezzanine I¢
with an outstanding balance of $11,884,000 (unaddiiin connection with the acquisition of the GariCenter property (note 9).

(c) Bridge Loan (unaudited)

During May and June 2004, the Predecessor borranexjgregate of $99,500,000 under a bridge loalityad hese borrowings ar
secured by five of the Predecessor’s investmentsahestate, Savvis Data Center, Brea Data Ce®iemmens Building, Hudson Corporate
Center and Comverse Technology Building. The boimge/ bear interest at one-month LIBOR plus 2% (%24 of June 30, 2004), payable
monthly, and principal is due July 28, 2004. Thislpe loan is expected to be replaced with andbhielge loan from the same lender and that
loan is expected to be repaid upon the completidheooffering.

(5) Minimum Future Rentals

The following is a schedule of minimum future rdst® be received on noncancelable operating lemse$ December 31, 2003 |
thousands):

2004 $ 55,23:
2005 56,26¢
2006 55,19¢
2007 52,88:
2008 50,21:
Thereaftel 185,95¢

$455,74:

The above future minimum rentals do not include am® for tenant reimbursement revenue.

(6) Asset Management and Other Fees to Related Peas

Pursuant to the terms of Gl Partr’ Limited Liability Company Agreement, dated FebruaBy 2001 (the Agreement), Global Innovat
Advisor, LLC (the Asset Manager), an affiliate bEtManager, receives an asset
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management fee from Gl Partners. During the InvestrReriod, as defined, the asset management éegidd to 1.25% per annum of Capital
Commitments, as defined, and after the Investmerib® ends, the management fee is equal to 1%eddineturned Capital Contributions.
Management fees are paid quarterly, in arrears.

For the years ended December 31, 2003 and 200thanzkriod from February 28, 2001 (inception) tigtoecember 31, 2001, asset
management fees of $6,263,000, $6,579,000, an@$BHA0, respectively, were incurred by Gl Parthesed on the Investment Period
formula. Asset management fees totaling $3,185,$81,85,000 and $2,663,000 have been allocatdtbtBriedecessor for the years ended
December 31, 2003 and 2002 and the period fromuaep28, 2001 (inception) through December 31, 20€dpectively. Although neither the
REIT nor the Operating Partnership are or will betips to the Agreement requiring the payment efabset management fees, an allocation of
such fees has been included in the accompanyin@ioewh financial statements since such fee is eisdigrthe Predecessor’s historical general
and administrative expense. The Predecessor doeliractly incur personnel costs, home office space or other general and administrative
expenses that are expected to be incurred dirbgttiie REIT and the Operating Partnership subseédaehe completion of the Offering.

These types of expenses were historically incubsethe Asset Manager and were passed through Ra@hers via the asset management fee.

The allocation of asset management fees to theePesdor was made based on the ratio of (a) thes@hPartners’ Capital
Contributions invested in real estate as of DecerBhe2003, including the Predecessor’s propediasthe properties for which the
Predecessor has rights of first offer, plus amestié of future Gl Partner€apital Contributions that will be utilized to aduproperties for th
Predecessor during 2004 to (b) total Capital Commeiitts to Gl Partners. Management expects the imeggtPeriod to end during 2004 and
thereafter asset management fees would be allottated Predecessor based on the ratio of unreti@apital Contributions invested in the
Predecessor’s properties to total unreturned dapdatributions for GI Partners. Management belietiat the method used to allocate asset
management fees is reasonable.

The Agreement also requires that the asset managdeas payable by Gl Partners for any quarterlvélreduced by 50% of the amount
of Creditable Fees, as defined, received duringntimeediately preceding quarter. Since CreditablesRelate only to Gl Partners’ private
equity investments, no reduction of the asset mamagt fee related to Creditable Fees has beeratdibto the Predecessor.

Additionally, the Agreement provides for paymentdflitional compensation, not encompassed in threagement fee, to the Asset
Manager or its affiliates for related real estae/Ees.

The following schedule presents fees incurred by &tners and earned by affiliates of the Assetddanfor the years ended December
31 (in thousands):

2003 2002
Lease commissior $1,09z $11€
Brokerage fee 491 20¢
Property management fe 28¢ 11
Property management salar 114 —
Construction management fe 4 —

$1,98¢  $33t
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(7) Fair Value of Financial Instruments

As of December 31, 2003 and 2002, the fair valdéseoPredecess’s variable rate loans, comprised of notes payatdiea line o
credit and certain mortgage loans and other sedaaes are approximated by the carrying valueb@serms are similar to those currently
available to the Predecessor for debt with sintikde and the same remaining maturities. The fdue®f the fixed rate mortgage and other
secured loans aggregates $110,000,000 comparkd &ggregate carrying amount of $106,935,000 &eoémber 31, 2003 and $87,000,000
compared to the aggregate carrying amount of $81008 as of December 31, 2002.

The carrying amounts for cash equivalents, accoamdsother receivables, accounts payable and atepygenses approximate fair value
because of the short-term nature of these instrtsn&he fair value of the forward currency forwaahtract is discussed in note 2 (h).

(8) Commitments and Contingencies

As of December 31, 2003, the Predecessor had dritecepurchase agreements to acquire a properatdd in Massachusetts known
100 Technology Drive for $38,100,000 and a proplkrtated in Texas known as the Siemens Buildingbiat,200,000. These purchases were
consummated in February and April 2004, respegtivel

The property known as ASM Lithography Facility ishgect to an operating ground lease that expirglsaryear 2101. Rental expense for
the period from acquisition of this property in M2§03 through December 31, 2003 totaled $198,008.fdllowing is a schedule of minimum
lease commitments for the ground lease as of DeeeBth 2003 (in thousands):

2004 $ 241
2005 241
2006 241
2007 241
2008 241
Thereaftel 9,81«

$11,01¢

(9) Investments in Real Estate Acquired During theSix Months Ended June 30, 2004 (unaudited)

In addition to the acquisitions of 100 Technologywe and Siemens Building (note 8), the Predecessguired Carrier Center, Sav'
Data Center, and Comverse Technology Building dutire six months ended June 30, 2004. Carrier Gembkdch is located in Los Angeles,
California, was purchased for approximately $75,000 on May 25, 2004, Savvis Data Center, whidhdated in Santa Clara, California, was
purchased for approximately $60,000,000 on May2P®4 and Comverse Technology Building, which isated in Wakefield, Massachusetts,
was purchased for approximately $58,000,000 on 16n2004.
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PROPERTIES AND ACCUMULATED DEPRECIATION
DECEMBER 31, 2003
(In thousands)

Costs Capitalized
Subsequent to

Encumbrances

Initial Costs

Acquisition

Total Costs

Acquired
Land Ground Lease Improvements Improvements

Buildings
and

Carrying

Costs

Acquired
Land Ground Lease Improvements Total

Buildings
and

Accumulated
Depreciation
and Amortization

Date of
Acquis.(A)
Constr.(C)

PROPERTIES
Univision Tower
Dallas, TX
36 Northeast
Second Stree
Miami, FL
Camperdown
House
London, UK
Hudson Corporat
Center
Weehawken,
NJ
NTT/Verio
Premier Data
Center
San Jose, C,
Ardenwood
Corporate
Park
Fremont, CA
VarTec Building
Carrollton, TX
ASM Lithography
Facility
Tempe, AZ
AT&T Web
Hosting
Facility
Atlanta, GA
Granite Tower
Dallas, TX
Brea Data Center
Brea, CA
Maxtor
Manufacturing
Facility
Fremont, CA
Stanford Place I
Denver, CC

$ 39,85¢

18,02+

23,07¢

13,00¢*

25,00¢*

5,00¢*

14,00(

8,77¢

21,64¢

18,00(

26,00(

$1,83¢$

1,94:

3,77¢

5,14(

3,607

15,33(

1,471

1,25(
3,64:%

3,771

5,272

3,662

= 24,18

— 28,16¢

— 48,52¢

— 23,00¢

— 32,41¢

— 10,33(

1,47 16,47:
— 11,577
= 22,06(

— 4,611

— 20,16¢

— 29,18

77,60 $

2,31t $

154

1,41(C

271

87

25

— $1.83¢$

— 1,94:

—  3,77¢

— 514

— 3,607

— 15,33(

— 1,47

— 1,25(
— 3,64

— 3,771

— 527

— 3,66

— 24,33t

— 29,57¢

— 48,797

— 23,00¢

— 32,41¢

— 10,33(

1,47 16,47:
— 11,66¢
= 22,064

— 4,611

— 20,16¢

— 29,20¢

79,91¢$ 81,75'$

26,28:

33,35

53,930

26,61¢

47,74¢

11,807

17,94¢

12,91«

25,700

8,38¢

25,43t

32,87(

4,751

1,504

1,15¢

1,87¢

832

1,121

36¢

29¢

164

22¢

95

50z

$ 212,37¢

$50,71¢ $

1,471 %

348,30! $

4,26€ $

— $50,71'$

1,471 %

352,57: $404,76. $

13,02¢

* This is an allocation of a $43,000 loan securethbge properties

See accompanying independent auditors’ report.
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2002(A)

200%(A)

2002(A)

200%(A)

2002(A)

2005(A)

2005(A)

200%(A)

2005(A)

200%(A)

2005(A)

2005(A)

2005(A)
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DIGITAL REALTY PREDECESSOR

NOTES TO SCHEDULE llI
PROPERTIES AND ACCUMULATED DEPRECIATION
December 31, 2003
(In thousands)

(1) Tax Basis Cost
The aggregate gross cost of the Digital Realty &ressor properties for federal income tax purpappsoximated $493,758 (unaudite
as of December 31, 2003.

(2) Historical Cost and Accumulated Depreciation ad Amortization

The following table reconciles the historical cothe Digital Realty Predecessor properties foaficial reporting purposes frc
February 28, 2001 (inception) through Decembe2803:

Period from
Years Ended February 28,
December 31, 2001(inception
through
December 31,
2003 2002 2001
Balance, beginning of peric $220,63( $ — $ —
Additions during period (acquisitions and improvents3 184,67 220,63( —
Deductions during period (wr-off of tenant improvement: (540 — —
Balance, close of peric $404,76: $220,63( $ =

The following table reconciles the accumulated defation and amortization of the Digital Realty éRreessor properties for financial
reporting purposes from February 28, 2001 (inceptibrough December 31, 2003:

Period from
Years Ended February 28,
December 31, 2001(inception
through
December 31,
2003 2002 2001
Balance, beginning of peric $ 3,621 $ — $ =
Additions during period (depreciation and amorimatxpense 9,48( 3,621 —
Deductions during period (wr-off of tenant improvement: (75) — —
Balance, close of peric $13,02¢ $3,621 $ —
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of vevand certain expenses of Ardenwood Corporate ([selProperty) for the yei
ended December 31, 2002. This statement is themsgplity of the Property’s management. Our resloility is to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of the Property for the year ended Decer@beP002 in conformity with accounting principlgsnerally accepted in the United State
America.

KPMG LLP

Los Angeles, California
May 28, 2004
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ARDENWOOD CORPORATE PARK

Statements of Revenue and Certain Expens
(In thousands)

Period from
Jan?ﬁgug’hzoos Year Ended
January 12, 200: December 31
2002
(unaudited)
Revenue
Rental $ 25¢ 7,281
Tenant reimbursemen 39 1,03¢
Other — 47
29¢ 8,36’
Certain expense
Rental property operating and maintena 16 44¢
Property taxe 20 567
Insurance 2 60
38 1,07¢
Revenue in excess of certain exper $ 26C 7,291

See accompanying notes to statements of revenueeatain expenses.
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ARDENWOOD CORPORATE PARK

Notes to Statements of Revenue and Certain Expens
Period from January 1, 2003 through January 12, 208 (unaudited)
and year ended December 31, 2002
(1) Basis of Presentation
The accompanying statements of revenue and cextgienses relates to the operations of the progadwn as Ardenwood Corporate
Park (the Property). The Property is a biotechnplognufacturing and office property located in Foartn California.

On January 13, 2003, a wholly owned subsidiary lob@l Innovation Partners, L.L.C. completed theuasitjon of the Property from
AMB Property, L.P. for $57,000,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2002eopéhniod from January 1, 2003 through January Q@3 2iue to the exclusion of the
following expenses, which may not be comparabkhéoproposed future operations of the Property:

» Depreciation and amortization

* Interest

» Federal and state income taxes

» Other costs not directly related to the proposeédréuoperations of the Propel

Management is not aware of any material factostirel to the Property other than those alreadyrdeest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmger the term of the respective leases.

(b) Use of Estimates

Management has made a number of estimates and pissusrelating to the reporting and disclosureedienue and certain expenses
during the reporting period to prepare the statéraBrevenue and certain expenses in conformiti aitcounting principles generally accepted
in the United States of America. Actual resultsldadiffer from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensebdqgrdriod from January 1, 2003 through Januar2@@3 is unaudited. In the opinion
of management, such statement reflects all adjugsmweecessary for a fair presentation of the regilthis interim period. All such adjustme
are of a normal recurring nature.
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ARDENWOOD CORPORATE PARK

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2003 through January 12, 208 (unaudited)
and year ended December 31, 2002

(3) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operigtasgs and generally provide for minimum rent aichibursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2002 di@laws (in thousands):

Year ending December 31:

2003 $ 7,17¢
2004 7,51¢
2005 7,88:
2006 6,58°
2007 6,30z
Thereaftel 23,00¢

$58,46¢

(4) Tenant Concentrations
The following tenants accounted for more than 1% e Propert’s revenue for the year ended December 31, 20GAdirsands)

Rental Revenut

Tenant

Abgenix $ 4,24:
Logitech 1,86(
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of ASM Lithography Facftitg Property) for the ye:
ended December 31, 2002. This statement is themsgplity of the Property’s management. Our resloility is to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of ASM Lithography Facility for the yeardad December 31, 2002 in conformity with accounpingciples generally accepted in the
United States of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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ASM LITHOGRAPHY FACILITY

Statements of Revenue and Certain Expens
(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Insurance
Ground lease rel

Revenue in excess of certain exper

See accompanying notes to statements of revenueeaiain expenses.

F-46

Period from
January 1,
2003 througt

May 19, 200:
(unaudited)
$ 1,11:
5

1,115

10

9

13C

14¢

$ 96¢

Year Ended
December 31

2002

2,381

2,44(

33
33¢
39¢

2,04
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ASM LITHOGRAPHY FACILITY
Notes to Statements of Revenue and Certain Expens
Period from January 1, 2003 through May 19, 2003 fuaudited)
and year ended December 31, 2002
(1) Basis of Presentation
The accompanying statements of revenue and certgienses relates to the operations of the progadwn as ASM Lithography
Facility (the Property). The Property is a reseaneti development building located in Tempe, Arizona

On May 20, 2003, a wholly owned subsidiary of Gldbaovation Partners, L.L.C. completed the acdigisiof the Property from Ryan
Companies, US, Inc. for $22,400,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2002eopéhniod from January 1, 2003 through May 19, 20@8to the exclusion of the following
expenses, which may not be comparable to the peoplogure operations of the Property:

» Depreciation and amortization

* Interest

» Federal and state income taxes

» Other costs not directly related to the proposeédréuoperations of the Propel

Management is not aware of any material factostirel to the Property other than those alreadyrdeest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmger the term of the respective leases.

(b) Ground Lease
Rental expense under the ground lease is recogaizadstraight line basis.

(c) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expen:
during the reporting period to prepare the statéraBrevenue and certain expenses in conformiti aitcounting principles generally accepted
in the United States of America. Actual resultsldadiffer from those estimates.

(d) Unaudited Interim Information

The statement of revenue and certain expenseldagrdriod from January 1, 2003 through May 19, 28@$haudited. In the opinion
management, such statement reflects all adjustnnextsssary for fair presentation of the resulthisfinterim period. All such adjustments are
of a normal recurring nature.
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ASM LITHOGRAPHY FACILITY

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2003 through May 19, 2003 fuaudited)
and year ended December 31, 2002

(3) Minimum Future Lease Rentals

The Property is leased to a single tenant undenacancelable operating lease that provides foirim rent and reimbursement of
Property expenses excluding the ground lease Fetire minimum rentals to be received under thedéa effect as of December 31, 2002 are

as follows (in thousands):

Year ending December 31:

2003 $ 2,54¢
2004 2,54¢
2005 2,54¢
2006 2,54¢
2007 2,801
Thereaftel 27,85

$40,84¢

(4) Ground Lease

The property is subject to an operating grounddehat expires in 2101. The following is a schediflminimum lease commitments f
the ground lease as of December 31, 2002 (in timais3a

Year ending December 31:

2003 $ 241
2004 241
2005 241
2006 241
2007 241
Thereaftel 10,05¢

$11,26(

(5) Tenant Concentrations
The Propert’s single tenant is ASM Lithography, a wholly owrsebsidiary of ASML Holding NV
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of vevand certain expenses of AT&T Web Hosting Facftite Property) for the ye:
ended December 31, 2002. This statement is themsgplity of the Property’s management. Our resloility is to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of AT&T Web Hosting Facility for the yeamaed December 31, 2002 in conformity with accounpinnciples generally accepted in
United States of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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AT&T WEB HOSTING FACILITY

Statements of Revenue and Certain Expens

(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Property taxe
Insurance

Revenue in excess of certain exper

See accompanying notes to statements of revenueeatain expenses.
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Period from
January 1, 200!

through
June 22, 2003

(unaudited)

$ 59¢
75

66¢

29
75
10
114

$ 554

Year Ended
December 31

2002

1,28
112
10
1,40¢
75
12¢
26
224

1,181
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AT&T WEB HOSTING FACILITY
Notes to Statements of Revenue and Certain Expens
Period from January 1, 2003 through June 22, 2003i16audited)
and year ended December 31, 2002
(1) Basis of Presentation
The accompanying statements of revenue and cextgienses relates to the operations of the progadwn as AT&T Web Hosting
Facility (the Property). The Property is an indiadtwarehouse located in Atlanta, Georgia.

On June 23, 2003, a wholly owned subsidiary of @ldbnovation Partners, L.L.C. completed the adtjais of the Property from Global
R for $13,500,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2002eopéhniod from January 1, 2003 through June 22, 20@3to the exclusion of the following
expenses, which may not be comparable to the peoplogure operations of the Property:

» Depreciation and amortization

* Interest

» Federal and state income taxes

» Other costs not directly related to the proposeédréuoperations of the Propel

Management is not aware of any material factostirel to the Property other than those alreadyrdeest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmger the term of the respective leases.

(b) Use of Estimates

Management has made a number of estimates and pissusrelating to the reporting and disclosureedienue and certain expenses
during the reporting period to prepare the statéraBrevenue and certain expenses in conformiti aitcounting principles generally accepted
in the United States of America. Actual resultsldadiffer from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensebdagrdriod from January 1, 2003 through June 223 20Qnaudited. In the opinion of
management, such statement reflects all adjustnmestsssary for a fair presentation of the resiltkis interim period. All such adjustments
are of normal recurring nature.
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AT&T WEB HOSTING FACILITY

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2003 through June 22, 2003i16audited)
and year ended December 31, 2002

(3) Minimum Future Lease Rentals

A portion of the Property is leased to a singleatdérunder a non-cancelable operating lease. Tlke f@@vides for minimum rent and
reimbursement of the portion of Property expensksed to the leased space. Future minimum retutdds received under the lease in effect as
of December 31, 2002 are as follows (in thousands):

Year ending December 31:

2003 $ 1,051
2004 1,08¢
2005 1,12¢
2006 1,16¢
2007 1,21(
Thereaftel 11,78¢

$17,43:

(4) Tenant Concentrations

For the year ended December 31, 2002, approximatehyhalf of the Property was leased to AT&T areldther portion was available
lease.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of vevand certain expenses of Granite Tower (the Prgder the year ende
December 31, 2002. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of Granite Tower for the year ended DecerBthe2002 in conformity with accounting principlgenerally accepted in the United States
of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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GRANITE TOWER

Statements of Revenue and Certain Expens

(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Property taxe
Insurance
Other

Revenue in excess of certain exper

See accompanying notes to statements of revenueeatain expenses.
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Period from
January 1,
2003 through
September 21

2003

(unaudited)

$ 3,72
35€

4,07¢

752
43¢
45
36

1,272

$ 2,80¢

Year Ended
December 31

2002

5,16¢
80t
57
6,02¢
1,41%
59¢
82
2,092

3,93¢
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GRANITE TOWER
Notes to Statements of Revenue and Certain Expens
Period from January 1, 2003 through September 21,003 (unaudited)
and year ended December 31, 2002
(1) Basis of Presentation
The accompanying statements of revenue and cextgienses relates to the operations of the progadwn as Granite Tower (the
Property). The Property is an office building laghin Dallas, Texas.

On September 22, 2003, a wholly owned subsidia@lobal Innovation Partners, L.L.C. completed thguasition of the Property from
GPI Tower, Ltd. for $33,200,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2002eopéhniod from January 1, 2003 through Septembe2@13 due to the exclusion of the
following expenses, which may not be comparabkhéoproposed future operations of the Property:

» Depreciation and amortization

* Interest

» Federal and state income taxes

» Other costs not directly related to the proposeédréuoperations of the Propel

Management is not aware of any material factostirel to the Property other than those alreadyrdeest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmger the term of the respective leases.

(b) Use of Estimates

Management has made a number of estimates and pissusrelating to the reporting and disclosureedienue and certain expenses
during the reporting period to prepare the statéraBrevenue and certain expenses in conformiti aitcounting principles generally accepted
in the United States of America. Actual resultsldadiffer from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensebdqrdriod from January 1, 2003 through Septembe2@13 is unaudited in the opini
of management, such statement reflects all adjugsmweecessary for a fair presentation of the regilthis interim period. All such adjustme
are of a normal recurring nature.
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GRANITE TOWER

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2003 through September 21,003 (unaudited)
and year ended December 31, 2002

(3) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operigtasgs and generally provide for minimum rent aichibursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2002 di@laws (in thousands):

Year ending December 31:

2003 $ 5,05¢
2004 5,04¢
2005 4,93¢
2006 4,671
2007 4,01¢
Thereaftel 8,74¢

$32,48:

(4) Tenant Concentrations
The following tenants accounted for more than 1% e Propert’s revenue for the year ended December 31, 20GAdirsands)

Rental Revenut

Tenant

Home Interiors $ 1,652
Carrekel 1,592
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of Stanford Place Il (thpePty) for the year ende
December 31, 2002. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of Stanford Place Il for the year endeddbdger 31, 2002 in conformity with accounting prpies generally accepted in the United
States of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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STANFORD PLACE Il

Statements of Revenue and Certain Expens

(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Property taxe
Insurance

Revenue in excess of certain exper

See accompanying notes to statements of revenueeaiain expenses.
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Period from
January 1,
2003 through
September 3C

2003

(unaudited)
$ 4,06

76
68

4,207
1,00¢
624
68
1,70C

$ 2,507

Year Ended
December 31

2002

4,74¢
101
91
4,937
1,34«
832
91
2,261

2,67(
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STANFORD PLACE Il
Notes to Statements of Revenue and Certain Expens
Period from January 1, 2003 through September 30,003 (unaudited)
and year ended December 31, 2002
(1) Basis of Presentation
The accompanying statements of revenue and certgenses relates to the operations of the progadwn as Stanford Place Il (the
Property). The Property is a suburban office bagdocated in Denver, Colorado.

On October 1, 2003, a wholly owned subsidiary ajlial Innovation Partners, L.L.C. completed the &itjan of the Property from QR
Limited Partnership and several minority sellens$85,050,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2002eopéhniod from January 1, 2003 through Septembe2@03 due to the exclusion of the
following expenses, which may not be comparabkhéoproposed future operations of the Property:

» Depreciation and amortization

* Interest

» Federal and state income taxes

» Other costs not directly related to the proposeédréuoperations of the Propel

Management is not aware of any material factostirel to the Property other than those alreadyrdeest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmger the term of the respective leases.

(b) Use of Estimates

Management has made a number of estimates and pissusrelating to the reporting and disclosureedienue and certain expenses
during the reporting period to prepare the statéraBrevenue and certain expenses in conformiti aitcounting principles generally accepted
in the United States of America. Actual resultsldadiffer from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensebdagrdriod from January 1, 2003 through Septembe2@B is unaudited. In the
opinion of management, such statement reflecsdiistments necessary for a fair presentationeofehlults of this interim period. All such
adjustments are of a normal recurring nature.
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STANFORD PLACE Il

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2003 through September 30,003 (unaudited)
and year ended December 31, 2002

(3) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operigtasgs and generally provide for minimum rent aichibursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2002 di@laws (in thousands):

Year ending December 31:

2003 $ 4,41¢
2004 5,33
2005 5,33¢
2006 4,20¢
2007 3,051
Thereaftel 4,811

$27,15¢

(4) Tenant Concentrations
The following tenants accounted for more than 1% e Propert’s revenue for the year ended December 31, 20GAdirsands)

Rental Revenut

Tenant

Lucent Technologie $ 1,401
EKS&H 77¢
AT&T 494
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of 100 Technology Centiee [the Property) for the ye
ended December 31, 2003. This statement is themsgplity of the Property’s management. Our resloility is to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of 100 Technology Center Drive for the yeaded December 31, 2003 in conformity with acciognprinciples generally accepted in
the United States of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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100 TECHNOLOGY CENTER DRIVE

Statements of Revenue and Certain Expens
(In thousands)

Period from
January 1, 2004 Year Ended
through December 31
February 16, 200- 2003
Revenue
Rental $ 491 3,79¢
Tenant reimbursemen 47 36¢
Other — 2
53¢ 4,16
Certain expense
Rental property operating and maintena 14 10z
Property taxe 47 384
61 48¢
Revenue in excess of certain exper $ 477 3,67¢

See accompanying notes to statements of revenueeatain expenses.
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100 TECHNOLOGY CENTER DRIVE

Notes to Statements of Revenue and Certain Expens
Period from January 1, 2004 through
February 16, 2004 (unaudited)
and year ended December 31, 2003
(1) Basis of Presentation
The accompanying statements of revenue and certpienses relate to the operations of the propexyk as 100 Technology Cen
Drive (the Property). The Property is a suburbeadi@arters office building located in Stoughton skchusetts.

On February 17, 2004, a wholly owned subsidiar@mbal Innovation Partners, L.L.C. completed thquasition of the Property from
Stoughton Technology Investors, LLC for $38,100,000

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiiomprith the rules and
regulations of the Securities and Exchange Comomsaind, accordingly, are not representative obtitaal results of operations of the
Property for the year ended December 31, 2003sopéhiod from January 1, 2004 through Februarn2064 due to the exclusion of the
following expenses, which may not be comparabkheéoproposed future operations of the Property:

» Depreciation and amortization

* Interest

* Federal and state income taxes

» Other costs not directly related to the proposédréuoperations of the Property

Management is not aware of any material factowtire to the Property other than those alreadyritesst above that would cause the
reported financial information not to be necesganticative of future operating results.
(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight linéshmger the term of the respective lea:

(b) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expenses
during the reporting period to prepare the statéroBrevenue and certain expenses in conformity @icounting principles generally accepted
in the United States of America. Actual resultsldaliffer from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expenseldagrdriod from January 1, 2004 through Februar®@64 is unaudited. In the opini
of management, such statement reflects all adjugsmwescessary for a fair presentation of the regilthis interim period. All such adjustme
are of a normal recurring nature.
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100 TECHNOLOGY CENTER DRIVE

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2004 through
February 16, 2004 (unaudited)
and year ended December 31, 2003

(3) Minimum Future Lease Rentals

The Propert’s leases are n-cancelable operating leases and generally proeidsinimum rent and reimbursement of a portiol
Property expenses, including property taxes, ardatipng and maintenance expenses. Future minimaotalseto be received under the lease
effect as of December 31, 2003 are as followsh@usands):

Year ending December 31:

2004 $ 3,69¢
2005 3,74:
2006 3,74:
2007 3,96¢
2008 4,03¢
Thereaftel 17,55¢

$36,74:

(4) Tenant Concentrations
The Property’s single tenant is Stone & Webstevhally owned subsidiary of the Shaw Group.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of Carrier Center (thegPggfor the year ende
December 31, 2003. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of Carrier Center for the year ended Deagrith, 2003 in conformity with accounting principlgenerally accepted in the United States
of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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CARRIER CENTER

Statements of Revenue and Certain Expens
(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Property taxe
Insurance
Interest

Revenue in excess of certain exper

Period from
January 1, 200«

through
May 24, 2004

(Unaudited)

$ 3,892
1,11(
297

5,29¢
1,51(
211
18C
73€
2,631

$ 2,662

See accompanying notes to statements of revenueeaiain expenses.
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Year Ended
December 31

2003

9,68¢
2,76¢
94¢

13,40
3,161
68%
458
1,07
5,37

8,03(
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CARRIER CENTER

Notes to Statements of Revenue and Certain Expens
Period from January 1, 2004 through May 24, 2004 fuaudited)
and year ended December 31, 2003

(1) Basis of Presentation

The accompanying statements of revenue and certgienses relate to the operations of the propexiywk as Carrier Center (the
Property). The Property is a data center and telemanications carrier hotel located in Los Angeealifornia.

On May 25, 2004, a wholly owned subsidiary of Gldbaovation Partners, L.L.C. (the Buyer) completed acquisition of the Property
from JMA Robinson Redevelopment, L.L.C. (the Sglfer $75,000,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2003eopéhniod from January 1, 2004 through May 24, 20@4 to the exclusion of the following
expenses, which may not be comparable to the peoplogure operations of the Property:

» Depreciation and amortization
» Federal and state income ta:
»  Other costs not directly related to the proposedréioperations of the Property

Management is not aware of any material factostirel to the Property other than those alreadyrdeest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices
(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmager the term of the respective lea:

Additionally, rental revenue is reduced by amott@aof above market in-place lease values anceam®d by amortization of acquired
lease obligations related to below market leasesh bove and below market lease values were red@sl of the date that the Seller acquired
the Property based on the present value (usingtarest rate which reflects the risks associaték thie leases acquired) of the difference
between (i) the contractual amounts to be paidyaunisto the in-place leases and (i) managemestimate of fair market lease rates for the
corresponding in-place leases, measured over adoequal to the remaining non-cancelable term @l¢hse and, for belomarket leases, ov
a period equal to the initial term plus any beloarket fixed rate renewal periods. The leases dawmwéntly include any below market fixed
rate renewal periods. The capitalized above amibetarket lease values are amortized over the réingahon-cancelable terms of the
respective leases.

(b) Use of Estimates

Management has made a number of estimates and pissusrelating to the reporting and disclosureedienue and certain expenses
during the reporting period to prepare the statémehrevenue and certain expenses in conformitly a¢counting principles generally
accepted in the United States of America. Actusilits could differ from those estimates.
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CARRIER CENTER

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2004 through May 24, 2004 fuaudited)
and year ended December 31, 2003

(c) Unaudited Interim Information

The statement of revenue and certain expensebdqgrdriod from January 1, 2004 through May 24, 26Qshaudited. In the opinion of
management, such statement reflects all adjustnmesesssary for a fair presentation of the resiltkis interim period. All such adjustments
are of a normal recurring nature.

(3) Minimum Future Lease Rentals

The Propert’s leases are n-cancelable operating leases and generally proeidsinimum rent and reimbursement of a portiol
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2003 di@laws (in thousands):

Year ending December 31:

2004 $ 9,22¢
2005 9,427
2006 9,551
2007 9,35¢
2008 8,221
Thereaftel 70,41¢

$116,19¢

(4) Tenant Concentrations
The following tenants accounted for more than 10%e Property’s revenue for the year ended Dece®bge2003 (in thousands):

Rental Revenut

Tenant

Equinix, Inc. $ 3,29t
Qwest Communicatior 2,33¢
360 Networks (USA), Inc 1,65¢

(5) Interest Expense

Interest expense has been included in the accorigastatements of revenue and certain expenses giedBuyer assumed the Seller’s
loans. A summary of outstanding loans for the Priypees of December 31, 2003 is as follows:

Principal outstanding

Description Maturity date Interest rate (in thousands)
Mortgage October 11, 200 LIBOR (subject to a 2.5% floor) plus 4.0 $ 14,74«
Mezzanine October 11, 200 LIBOR (subject to a 2.0% floor) plus 5.25% througbtober 4 12,00(

2004 and plus 7.75% thereaft
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CARRIER CENTER

Notes to Statements of Revenue and Certain Expen—(Continued)
Three months ended March 31, 2004 (unaudited)
and year ended December 31, 2003

Additionally, the mezzanine loan requires paymédrtesit interest” of $2,000,000 on the maturity daSuch fee will be waived by the
lender if the borrower refinances both the mortgaige: mezzanine loans pursuant to a letter of comemit with the lender. Since the intention
is to refinance these loans under the terms oletter of commitment, the exit interest has notrbesflected in the accompanying statement of
revenue and certain expenses. Assuming the refitlloan was originated after the prepayment pepaltipd on the existing loans, the
maturity date would be April 4, 2008. The refinathé@an would bear interest at LIBOR plus 4.25% hvéit2.5% LIBOR floor.

The mortgage and mezzanine loans may not be repaidto October 4, 2004. If the loans are repaidrdy the “lockout period” due to a
default, a prepayment penalty of 10% of the priatgmount of the loan repaid would be incurred. ifiddally, there is a 1% prepayment
penalty for prepayments of the mortgage loan fersitx-month period following the expiration of theekout period, October 4, 2004.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of Comverse TechnologgiBgi(the Property) for th
year ended December 31, 2003. This statement ieponsibility of the Proper's management. Our responsibility is to expreseginion on
this statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of Comverse Technology Building for theryeraded December 31, 2003 in conformity with actimgnprinciples generally accepted in
the United States of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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COMVERSE TECHNOLOGY BUILDING

Statements of Revenue and Certain Expens
(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Property taxe
Insurance
Other

Revenue in excess of certain exper

Period from
January 1, 200«

through
June 15, 2004

(Unaudited)

$ 3,23¢
1,691
10

4,93¢
1,48¢
58t
48
46
2,16¢

$ 2,771

See accompanying notes to statements of revenueeaiain expenses.

F-71

Year Ended
December 31
2003

7,04¢
3,26¢

10,32%

2,94t
1,20¢
101
46

4,301

6,021
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COMVERSE TECHNOLOGY BUILDING
Notes to Statements of Revenue and Certain Expens
Period from January 1, 2004 through June 15, 2004itaudited)
and year ended December 31, 2003
(1) Basis of Presentation

The accompanying statements of revenue and cextgienses relate to the operations of the propadyk as Comverse Technology
Building (the Property). The Property is locatedfakefield, Massachusetts and includes an offidkeling and research and development
building.

The Property is owned by SC Wakefield 100, Incd 8€ Wakefiled 200, Inc (collectively, the Ownéx)wholly owned subsidiary of
Global Innovation Partners, L.L.C., entered intcagneement with the Owner to purchase the Propert$58,000,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiiomprith the rules and
regulations of the Securities and Exchange Comomsaind, accordingly, are not representative obtitaal results of operations of the
Property for the year ended December 31, 2003eopéhiod from January 1, 2004 through June 15, 200@4to the exclusion of the following
expenses, which may not be comparable to the peoplogure operations of the Property:

» Depreciation and amortization

* Interest

* Federal and state income taxes

» Other costs not directly related to the proposédréuoperations of the Property

Management is not aware of any material factowtire to the Property other than those alreadyritesst above that would cause the
reported financial information not to be necesganticative of future operating results.
(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight linéshmger the term of the respective lea:

(b) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expenses
during the reporting period to prepare the stateamehrevenue and certain expenses in conformitly agcounting principles generally
accepted in the United States of America. Actuslliits could differ from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expenseldqgrariod from January 1, 2004 through June 154 20Qnaudited. In the opinion
management, such statement reflects all adjustnmesesssary for a fair presentation of the resiltkis interim period. All such adjustments
are of a normal recurring nature.
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COMVERSE TECHNOLOGY BUILDING

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2004 through June 15, 2004itaudited)
and year ended December 31, 2003

(3) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operigtasgs and generally provide for minimum rent aichibursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2003 di@laws (in thousands):

Year ending December 31:

2004 $ 6,97¢
2005 7,077
2006 7,08¢
2007 7,027
2008 7,077
Thereaftel 15,66¢

$50,91¢

(4) Tenant Concentrations
The following tenant accounts for more than 10%hefPropert’s revenue for the year ended December 31, 20GBdirsands)

Rental Revenut

Tenant

Comverse Technoloc $ 6,85¢

(5) Subsequent Event (Unaudited)
On June 16, 2004, the purchase of the Propertycaasummated.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of Savvis Data CentePftherty) for the year end
December 31, 2003. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of Savvis Data Center for the year endezkBer 31, 2003 in conformity with accounting pifhes generally accepted in the United
States of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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SAVVIS DATA CENTER

Statements of Revenue and Certain Expens

(In thousands)

Revenue
Rental
Tenant reimbursemen
Other

Certain expense
Rental property operating and maintena
Property taxe
Insurance

Revenue in excess of certain exper

See accompanying notes to statements of revenueeaiain expenses.

F-75

Period from
January 1, 200«

through
May 24, 2004

(Unaudited)
$ 2,54:

301
1

2,84
31
16C
11C
301

$ 2,54:

Year Ended
December 31
2003

6,341
901
52
7,294
14¢
49¢
257
901

6,39¢
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SAVVIS DATA CENTER

Notes to Statements of Revenue and Certain Expens
Period from January 1, 2004 through May 24, 2004 fuaudited)
and year ended December 31, 2003

(1) Basis of Presentation
The accompanying statements of revenue and cextgienses relate to the operations of the propedyk as Savvis Data Center (the
Property). The Property is a data center locateshimta Clara, California.

On May 25, 2004, a wholly owned subsidiary of Gldbaovation Partners, L.L.C. completed the acdigisiof the Property from Sharp
Lafayette, LLC (the Owner) for $60,000,000.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiomprith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitftaal results of operations of the
Property for the year ended December 31, 2003eopéhniod from January 1, 2004 through May 24, 20@4 to the exclusion of the following
expenses, which may not be comparable to the peoplogure operations of the Property:

» Depreciation and amortization
» Federal and state income ta:
»  Other costs not directly related to the proposedréioperations of the Property

Management is not aware of any material factowirej to the Property other than those alreadyriest above that would cause the
reported financial information not to be necesganticative of future operating results.
(2) Summary of Significant Accounting Policies andPractices
(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmager the term of the respective lea:

(b) Use of Estimates

Management has made a number of estimates and pissnsirelating to the reporting and disclosureesenue and certain expen:
during the reporting period to prepare the statemehrevenue and certain expenses in conformitly a¢counting principles generally
accepted in the United States of America. Actusilits could differ from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensebdqgrdriod from January 1, 2004 through May 24, 26Qshaudited. In the opinion
management, such statement reflects all adjustrmetsssary for a fair presentation of the resiilthis interim period. All such adjustments
are of a normal recurring nature.
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SAVVIS DATA CENTER

Notes to Statements of Revenue and Certain Expen—(Continued)
Period from January 1, 2004 through May 24, 2004 fuaudited)
and year ended December 31, 2003

(3) Minimum Future Lease Rentals

The Property is leased to a single tenant undenacancelable operating lease that provides foirim rent and reimbursement of
property taxes, insurance and operating and maintmexpenses. Future minimum rentals to be reteinder the lease in effect as of
December 31, 2003 are as follows (in thousands):

Year ending December 31:

2004 $ 5,62¢
2005 5,80¢
2006 5,98¢
2007 6,16¢
2008 6,34¢
Thereaftel 47,52(

$77,44¢

(4) Tenant Concentrations
The Propert’s single tenant is Savvis Communicatic
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of uevand certain expenses of Webb at LBJ (the Prgdertthe year ended Deceml
31, 2003. This statement is the responsibility ahagement. Our responsibility is to express aniopion this statement based on our audit.

We conducted our audit in accordance with audisit@ndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidsopporting the amounts and disclosures in then6ilh statements. An audit also includes
assessing the accounting principles used and gignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigthe rules and regulations of
the Securities and Exchange Commission, as deddnb&ote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpeénses.

In our opinion, the statement referred to aboveegnts fairly, in all material respects, the reveaneé certain expenses, as described in
note 1, of Webb at LBJ for the year ended DecerBlbeP003 in conformity with accounting principlesngrally accepted in the United States
of America.

KPMG LLP

Los Angeles, California
May 28, 2004
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Revenue

Rental

Tenant reimbursemen

Other

Certain expense
Rental property operating and maintena

Property taxe
Insurance

WEBB AT LBJ

(In thousands)

Revenue in excess of certain exper

F-79

Statements of Revenue and Certain Expens

Six Months Endec

June 30,
2004

(Unaudited)
$ 2,50¢
167
48

2,745
56¢
31t

21
90t

$ 1,81¢

See accompanying notes to statements of revenueeaiain expenses.

Year Ended
December 31
2003

5,00(
36¢
79
5,44¢
904
602
44
1,55(

3,89¢
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WEBB AT LBJ
Notes to Statements of Revenue and Certain Expens
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003
(1) Basis of Presentation
The accompanying statements of revenue and certagenses relate to the operations of the propeyk as Webb at LBJ (the
Property). The Property is a mixed-use/techniceilifg located in Dallas, Texas.

The Property is owned by AGB Northtown, L.P. (ther@r). A wholly owned subsidiary of Global InnowatiPartners, L.L.C. (the
Buyer), entered into an agreement with the Own@urahase the Property for $46,500,000. The pugctsasxpected to be consummated
during the third quarter of 2004.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiiomprith the rules and
regulations of the Securities and Exchange Comomsaind, accordingly, are not representative obtitaal results of operations of the
Property for the year ended December 31, 2003esithmonths ended June 30, 2004 due to the eraladithe following expenses, which
may not be comparable to the proposed future dpesabf the Property:

» Depreciation and amortization

* Interest

* Federal and state income taxes

» Other costs not directly related to the proposédréuoperations of the Property

Management is not aware of any material factortire to the Property other than those alreadyrieest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight linéshmger the term of the respective lea:

(b) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expenses
during the reporting period to prepare the stateamehrevenue and certain expenses in conformitly agcounting principles generally
accepted in the United States of America. Actuslliits could differ from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensekdaix months ended June 30, 2004 is unauditetielppinion of management, sL
statement reflects all adjustments necessary fair aresentation of the results of this interimmipd. All such adjustments are of a normal
recurring nature.
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WEBB AT LBJ

Notes to Statements of Revenue and Certain Expen—(Continued)
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003

(3) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operigtasgs and generally provide for minimum rent aichibursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2003 di@laws (in thousands):

Year ending December 31:

2004 $ 4,96¢
2005 5,01¢
2006 5,05¢
2007 5,04¢
2008 5,01z
Thereaftel 9,161

$34,26(

(4) Tenant Concentrations
The following tenants accounted for more than 1% e Propert’s revenue for the year ended December 31, 20GRBdirsands)

Rental Revenut
Tenant

SBC Service: $ 3,25¢

Southwest Securities Grol 657
Voicestream GSN 53€

(5) Subsequent Event (Unaudited)

On August 25, 2004, the purchase of the majoritthefProperty was consummated for $45,850,000.pavcel, which comprises
$650,000 of the total purchase price, has not gehtpurchased.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of AboveNet Data CenteRtbperty) for the year end
December 31, 2003. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of AboveNet Data Center for the year erldedember 31, 2003 in conformity with accountingipiples generally accepted in the
United States of America.

KPMG LLP

Los Angeles, California
July 19, 2004
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Revenue

Rental

Tenant reimbursemen

Other

Certain expense

Rental property operating and maintena

Property taxe
Insurance

ABOVENET DATA CENTER
Statements of Revenue and Certain Expens

(In thousands)

Revenue in excess of certain exper
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Six Months Endec

June 30,
2004

(Unaudited)
$ 2,96:

695
252

3,91(
62E
257
13C

1,01z

$ 2,89¢

See accompanying notes to statements of revenueeaiain expenses.

Year Ended
December 31
2003

5,99¢
1,39¢
532
7,92(
1,13¢
52¢
23¢
1,902

6,01
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ABOVENET DATA CENTER
Notes to Statements of Revenue and Certain Expens
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003
(1) Basis of Presentation
The accompanying statements of revenue and certaenses relate to the operations of the propexyk as AboveNet Data Center
(the Property). The Property is a data center &mtat San Jose, California.

The Property is owned by F.C. Pavillion, LLC (then@r). A wholly owned subsidiary of Global InnowatiPartners, L.L.C. (the Buyer)
entered into an agreement with the Owner to puectias Property for $36,500,000. The purchase iserp to be consummated during the
third quarter of 2004.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiiomprith the rules and
regulations of the Securities and Exchange Comomsaind, accordingly, are not representative obtitaal results of operations of the
Property for the year ended December 31, 2003esithmonths ended June 30, 2004 due to the eraladithe following expenses, which
may not be comparable to the proposed future dpesabf the Property:

» Depreciation and amortization

* Interest

* Federal and state income taxes

» Other costs not directly related to the proposédréuoperations of the Property

Management is not aware of any material factortire to the Property other than those alreadyrieest above that would cause the
reported financial information not to be necesganticative of future operating results.

(2) Summary of Significant Accounting Policies andPractices

(a) Revenue Recognitio
Rental revenue is recognized on a straight linéshmger the term of the respective lea:

(b) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expenses
during the reporting period to prepare the stateamehrevenue and certain expenses in conformitly agcounting principles generally
accepted in the United States of America. Actuslliits could differ from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensekdaix months ended June 30, 2004 is unauditetielppinion of management, sL
statement reflects all adjustments necessary fair aresentation of the results of this interimmipd. All such adjustments are of a normal
recurring nature.
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ABOVENET DATA CENTER

Notes to Statements of Revenue and Certain Expen—(Continued)
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003

(3) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operigtasgs and generally provide for minimum rent aichibursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Fatiraum rentals to be received under
the leases in effect as of December 31, 2003 di@laws (in thousands):

Year ending December 31:

2004 $ 4,30¢
2005 4,26:
2006 4,37¢
2007 4,531
2008 4.84¢
Thereaftel 68,61

$90,94:

(4) Tenant Concentrations
The following tenant accounted for more than 10%hefPropert’s revenue for the year ended December 31, 20GBdirsands)

Rental Revenut

Tenant

AboveNet $ 4,837

(5) Subsequent Event (unaudited)
On September 17, 2004, the purchase of the Propatyconsummated.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of 200 Paul Avenue (theeRyg for the year ende
December 31, 2003. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of 200 Paul Avenue for the year ended Déeer81, 2003 in conformity with accounting prineplgenerally accepted in the United
States of America.

KPMG LLP

Los Angeles, California
June 23, 2004
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200 PAUL AVENUE

Statements of Revenue and Certain Expens

(In thousands)

Revenue
Rental
Tenant reimbursemen

Certain expense
Rental property operating and maintena
Property taxe
Insurance
Interest
Other

Revenue in excess of certain exper

See accompanying notes to statements of revenueeatain expenses.
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Six Months Endec

June 30,
2004

(Unaudited)

$ 6,10¢
1,43¢

7,54t

1,48
152
14¢

1,08¢

2

2,87¢

$ 4,672

Year Ended
December 31
2003

11,98(
3,09t

15,07¢
3,081
204
254
2,53(
6,07

9,001
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200 PAUL AVENUE
Notes to Statements of Revenue and Certain Expens
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003
(1) Basis of Presentation

The accompanying statements of revenue and certagenses relate to the operations of the propedyk as 200 Paul Avenue (the
Property). The Property is a telecom hotel thaddsaspace to telecommunications carriers and gtteenvice providers and is located in San
Francisco, California.

The Property is owned by San Francisco Wave ExahdrdC (the Owner). The Owner expects to contribtg®wnership interests in t
Property to Digital Realty Trust, Inc.’s operatipgrtnership (the Operating Partnership) in exchdoga combination of cash and a limited
partnership interest in such operating partnershgm consummation of Digital Realty Trust, Incrgial public offering.

The accompanying statements of revenue and cextgienses have been prepared for the purpose ofiywompvith the rules and
regulations of the Securities and Exchange Comuomsaind, accordingly, are not representative ofitttaal results of operations of the
Property for the year ended December 31, 2003esithmonths ended June 30, 2004 due to the eraladithe following expenses, which
may not be comparable to the proposed future dpesabf the Property:

» Depreciation and amortizatic
* Federal and state income taxes

» Other costs not directly related to the proposedréuioperations of the Prope

Management is not aware of any material factowtire to the Property other than those alreadyritesst above that would cause the
reported financial information not to be necesganticative of future operating results.
(2) Summary of Significant Accounting Policies andPractices
(a) Revenue Recognitio
Rental revenue is recognized on a straight linéshmger the term of the respective lea:

(b) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expenses
during the reporting period to prepare the stateamehrevenue and certain expenses in conformitly agcounting principles generally
accepted in the United States of America. Actusilits could differ from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensekdaix months ended June 30, 2004 is unauditetielppinion of management, sL
statement reflects all adjustments necessary far @resentation of the results of this interinmipd. All such adjustments are of a normal
recurring nature.
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200 PAUL AVENUE

Notes to Statements of Revenue and Certain Expen—(Continued)
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003

(3) Interest Expense

Interest expense has been included in the accorimgastatements of revenue and certain expenses girdOperating Partnership
expects to assume the Owner’s loan. As of Dece®be?003, the Owner had a loan payable to a fihimstitution, secured by the Property,
$45,000,000 bears interest at LIBOR plus 3% (4.58%f December 31, 2003) and $3,700,000 beargsitat LIBOR plus 7% (8.12% as of
December 31, 2003). Interest is due monthly anucjpal is due at maturity on July 1, 2006. The tantding balance at December 31, 2003 is
$48,700,000.

The minimum principal payments due in each of thetfive years and thereafter is as follows (inubends):

Year ending December 31:

2004 $ 1,951
2005 1,94-
2006 2,53¢
2007 3,20¢
2008 39,06¢

$48,70(

(4) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operktirggs and generally provide for minimum rent a@ichlbursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Faiiraum rentals to be received under
the leases in effect as of December 31, 2003 af@law/s (in thousands):

Year ending December 31:

2004 $ 10,85¢
2005 11,407
2006 11,64:
2007 11,88(
2008 11,90:
Thereaftel 60,63¢

$118,32!
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200 PAUL AVENUE
Notes to Statements of Revenue and Certain Expen—(Continued)
Six months ended June 30, 2004 (unaudited)
and year ended December 31, 2003
(5) Tenant Concentrations
The following tenants accounted for more than 10%e Property’s revenue for the year ended Dece®bge2003 (in thousands):

Rental Revenut

Tenant

XO Communication: $ 2,17¢

RCN Telecom Services of California, Ir 1,45:
Qwest Communicatior 4,43

(6) Related Party Transactions

The Property leases space to an affiliate undeasel that provides for annual lease payments & $8Q on a straight line basis, frc
March 1, 2003 through February 28, 2009. In addjtibe affiliate pays rent based on a percentageveinue earned. Rental income from this
affiliate was approximately $1,200,000 for the yeaded December 31, 2003, of which $521,000 relkatpercentage rent.

The Property is managed by an affiliated entityichltharges a monthly property management fee bas@d5% of the Property’s
revenue.
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Independent Auditors’ Report

The Board of Directors
Digital Realty Trust, Inc.:

We have audited the accompanying statement of tevand certain expenses of 1100 Space Park DheePfoperty) for the year end
December 31, 2003. This statement is the respdibgitsi the Property’s management. Our respondibi to express an opinion on this
statement based on our audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reablanassurance about whether the financial statesnaes free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then€iizd statements. An audit also includes
assessing the accounting principles used and mignifestimates made by management, as well agaia] the overall financial statement
presentation. We believe that our audit providesaaonable basis for our opinion.

The accompanying statement of revenue and certpenses was prepared for the purpose of complyitigtive rules and regulations of
the Securities and Exchange Commission, as desddribiote 1 to the statement of revenue and ceetgienses. It is not intended to be a
complete presentation of the Property’s revenueexpenses.

In our opinion, the statement referred to aboveemts fairly, in all material respects, the reveane certain expenses, as described in
note 1, of 1100 Space Park Drive for the year emstember 31, 2003 in conformity with accountingppiples generally accepted in the
United States of America.

KPMG LLP

Los Angeles, California
June 23, 2004
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1100 SPACE PARK DRIVE

Statements of Revenue and Certain Expens
(In thousands)

Six Months Endec

Year Ended
June 30, December 31
2004 2003
(Unaudited)
Revenue

Rental $ 1,89¢ 3,75
Tenant reimbursemen 29¢ 57&
2,19¢ 4,32¢

Certain expense
Rental property operating and maintena 313 654
Property taxe 14t 37¢
Insurance 22 34
Interest 49¢ 857
Other — 5
97¢ 1,92¢
Revenue in excess of certain exper $ 1,21¢ 2,39¢

See accompanying notes to statements of revenueeatain expenses.
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1100 SPACE PARK DRIVE

Notes to Statements of Revenue and Certain Expens
Six months ended June 30, 2004 (Unaudited)
and year ended December 31, 2003

(1) Basis of Presentation
The accompanying statements of revenue and cextgienses relate to the operations of the propedyk as 1100 Space Park Drive
(the Property). The Property is a telecom hotdl ldeases space to telecommunication companiessdnddted in Santa Clara, California.

The Property is owned by Santa Clara Wave Exchdrge,(the Owner). The Owner expects to contribtéeownership interests in the
Property to Digital Realty Trust, Inc.’s operatipgrtnership (the Operating Partnership) in exchdoga combination of cash and a limited
partnership interest in such operating partnerspgm consummation of Digital Realty Trust, Incrgial public offering.

The accompanying statements of revenue and certpienses have been prepared for the purpose ofiiomprith the rules and
regulations of the Securities and Exchange Comomsaind, accordingly, are not representative obtitaal results of operations of the
Property for the year ended December 31, 2003esithmonths ended June 30, 2004 due to the eraladithe following expenses, which
may not be comparable to the proposed future dpesabf the Property:

» Depreciation and amortization
* Federal and state income ta:

» Other costs not directly related to the proposeédréuoperations of the Property

Management is not aware of any material factowirej to the Property other than those alreadyriest above that would cause the
reported financial information not to be necesganticative of future operating results.
(2) Summary of Significant Accounting Policies andPractices
(a) Revenue Recognitio
Rental revenue is recognized on a straight lineslmger the term of the respective leases.

(b) Use of Estimates

Management has made a number of estimates and ptssusrelating to the reporting and disclosureesenue and certain expen:
during the reporting period to prepare the statémehrevenue and certain expenses in conformitly a¢counting principles generally
accepted in the United States of America. Actuslliits could differ from those estimates.

(c) Unaudited Interim Information

The statement of revenue and certain expensebda@ix months ended June 30, 2004 is unauditatielopinion of management, such
statement reflects all adjustments necessary fair aresentation of the results of this interimmipd. All such adjustments are of a normal
recurring nature.
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1100 SPACE PARK DRIVE

Notes to Statements of Revenue and Certain Expen—(Continued)
Six months ended June 30, 2004 (Unaudited)
and year ended December 31, 2003

(3) Interest Expense

Interest expense has been included in the accorimgastatements of revenue and certain expenses girdOperating Partnership
expects to assume the Owner’s loan. As of Dece®ihe?003, the Owner has a loan payable to a fiaamstitution, secured by the Property,
bearing interest at the prime rate plus 1% (5%f &ecember 31, 2003). As of December 31, 2003nthturity date was June 5, 2004;
however, during 2004, the maturity date was extéridelune 5, 2006 and the interest rate was redodbe prime rate plus 0.5%. The
outstanding balance at December 31, 2003 is $1/Q08

(4) Minimum Future Lease Rentals

The Property’s leases are non-cancelable operktirggs and generally provide for minimum rent aichlbursement of a portion of
Property expenses, including property taxes, imstgand operating and maintenance expenses. Foiiraum rentals to be received under
the leases in effect as of December 31, 2003 af@law/s (in thousands):

Year ending December 31:

2004 $ 3,431
2005 3,537
2006 3,64:
2007 3,74¢
2008 3,88(
Thereaftel 28,10¢

$46,34*

(5) Tenant Concentrations
The following tenants accounted for more than 10%he Propert’s revenue for the year ended December 31, 20GBdusands)

Rental Revenut

Tenant

Tyco Networks, Inc $ 2,98:
AT&T Corporation 67C

(6) Related Party Transactions

The Property is managed by an affiliated entityichlcharges a monthly property management fee bas@d5% of the Proper's
revenue.
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