Edgar Filing: CHORDIANT SOFTWARE INC - Form 4

CHORDIANT SOFTWARE INC
Form 4
July 29, 2009

FORM 4 UNITED STATES SECURITIES AND EXCHANGE COMMISSION oMvB

Washington, D.C. 20549

OMB APPROVAL
Number: 3235-0287

. January 31,
Expires: 5005

Estimated average
burden hours per
response... 0.5

Check this box

iﬁ;’elc‘i‘f“ STATEMENT OF CHANGES IN BENEFICIAL OWNERSHIP OF
Section 16. SECURITIES

Form 4 or

form S Filed pursuant to Section 16(a) of the Securities Exchange Act of 1934,
?r]:;;g::sgiue' Section 17(a) of the Public Utility Holding Company Act of 1935 or Section
S TnsimeEiion 30(h) of the Investment Company Act of 1940

1(b).

(Print or Type Responses)

1. Name and Address of Reporting Person 2. Issuer Name and Ticker or Trading

WADHWANI ROMESH Symbol
CHORDIANT SOFTWARE INC
[CHRD]

(Last) (First) (Middle) 3. Date of Earliest Transaction

(Month/Day/Year)

2475 HANOVER ST. 07/28/2009

(Street) 4. If Amendment, Date Original

Filed(Month/Day/Y ear)

PALO ALTO, CA 94304

(City) (State) (Zip)
1.Title of 2. Transaction Date 2A. Deemed 3. 4. Securities Acquired
Security (Month/Day/Year) Execution Date, if Transaction(A) or Disposed of (D)
(Instr. 3) any Code (Instr. 3, 4 and 5)

(Month/Day/Year) (Instr. 8)

(A)
or
Code V Amount (D) Price

Common $
Stock 07/28/2009 S 12,566 D 4.05

5. Relationship of Reporting Person(s) to

Issuer

(Check all applicable)

Director

_ X__ 10% Owner

Officer (give title Other (specify

below)

below)

6. Individual or Joint/Group Filing(Check

Applicable Line)

__ Form filed by One Reporting Person
_X_ Form filed by More than One Reporting

Person

5. Amount of
Securities
Beneficially
Owned
Following
Reported
Transaction(s)
(Instr. 3 and 4)

3,369,731 (D
)

Reminder: Report on a separate line for each class of securities beneficially owned directly or indirectly.

Persons who respond to the collection of SEC 1474
information contained in this form are not (9-02)
required to respond unless the form

displays a currently valid OMB control

number.

Table II - Derivative Securities Acquired, Disposed of, or Beneficially Owned

(e.g., puts, calls, warrants, options, convertible securities)

Table I - Non-Derivative Securities Acquired, Disposed of, or Beneficially Owned

6. Ownership 7. Nature of
Form: Direct Indirect

(D) or Beneficial

Indirect (I) Ownership

(Instr. 4) (Instr. 4)
See
Footnote
(H(2)



Edgar Filing: CHORDIANT SOFTWARE INC - Form 4

1. Title of 2. 3. Transaction Date 3A. Deemed 4. 5.
Derivative Conversion (Month/Day/Year) Execution Date, if TransactiodNumber
Security or Exercise any Code of
(Instr. 3) Price of (Month/Day/Year) (Instr. 8) Derivative
Derivative Securities
Security Acquired
(A) or
Disposed
of (D)
(Instr. 3,
4, and 5)
Code V (A) (D)
Reporting Owners
. Relationships
Reporting Owner Name / Address
Director 10% Owner  Officer Other

WADHWANI ROMESH
2475 HANOVER ST.
PALO ALTO, CA 94304

STG UGP, LLC
2475 HANOVER STREET
PALO ALTO,, CA 94304

STG III GP LP
2475 HANOVER STREET
PALO ALTO, CA 94304

STG III LP
2475 HANOVER STREET
PALO ALTO, CA 94304

STG III-A LP
2475 HANOVER STREET
PALO ALTO, CA 94304

Signatures

/s/Brad MacMillin, Authorized
Signatory

**Signature of Reporting Person

X

07/29/2009

Date

Explanation of Responses:

Ed

**  Intentional misstatements or omissions of facts constitute Federal Criminal Violations. See 18 U.S.C. 1001 and 15 U.S.C. 78ff(a).

If the form is filed by more than one reporting person, see Instruction 4(b)(v).

6. Date Exercisable and 7. Title and
Expiration Date
(Month/Day/Year)

Date
Exercisable

Expiration
Date

Amount of
Underlying
Securities
(Instr. 3 and 4)

Title

Amount
or
Number
of
Shares

8. Price of
Derivative
Security
(Instr. 5)

(1) 2,986,229 shares of Common Stock were owned directly by STG III, LP and 396,068 shares of Common Stock were owned directly by
STG III-A, LP. STG III GP, LP is the sole general partner of STG III, LP and STG III-A, LP and consequently has the power to vote or
direct the voting, or dispose or direct the disposition of all of the Shares. STG UGP, LLC is the sole general partner of STG III GP, LP
and controls the voting or disposition of all of the Shares. Dr. Wadhwani is the Manager of STG UGP, LLC and either has sole authority

Reporting Owners

9. Nu
Derix
Secu
Bene
Own
Follo
Repo
Tran:s
(Instr



Edgar Filing: CHORDIANT SOFTWARE INC - Form 4

and discretion to manage and conduct the affairs of STG UGP, LLC or has veto power over the management and conduct of STG UGP,
LLC. STG UGP, LLC; STG III GP, LP; and Dr. Wadhwani each disclaim beneficial ownership of the Shares held directly by STG III, LP
and STG III-A, LP except to the extent of the pecuniary interest therein.

2) After the reported sale transactions 2,975,134 shares are owned directly by STG IIL, LP and 394,597 shares are owned directly by STG
III-A, LP

Note: File three copies of this Form, one of which must be manually signed. If space is insufficient, see Instruction 6 for procedure.

Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays

a currently valid OMB number. 0.0 106.3 111.6
Digital Realty Trust, Inc.

100.0 113.6 202.0

* The material in this performance graph is not soliciting material, is not deemed filed with the SEC, and is not incorporated by reference in any
filing of the Company under the Act or the Exchange Act, whether made before or after the date of this Proxy Statement and irrespective of
any general incorporation language in such filing.
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AUDIT MATTERS
Audit Committee Report*

The Audit Committee assists the Board of Directors (the Board ) of Digital Realty Trust, Inc. (the Company ) with its oversight responsibilities
regarding the Company s financial reporting process. The Company s management is responsible for the preparation, presentation and integrity of
the Company s financial statements as well as the Company s financial reporting process, accounting policies, internal audit function, internal
control over financial reporting and disclosure controls and procedures. The independent registered public accounting firm is responsible for
performing an audit of the Company s financial statements and its internal control over financial reporting and for reviewing the Company s
quarterly financial statements.

The Audit Committee has reviewed and discussed the Company s audited consolidated financial statements for the year ended December 31,
2005 with the Company s management and with KPMG LLP, the Company s independent registered public accounting firm. The Audit
Committee discussed with KPMG LLP the overall scope of and plans for the audit by KPMG LLP. The Audit Committee regularly meets with
KPMG LLP, with and without management present, to discuss the results of its examination, its evaluation of the Company s internal control
over financial reporting, and the overall quality of the Company s financial reporting. In the performance of their oversight function, the
members of the Audit Committee necessarily relied upon the information, opinions, reports and statements presented to them by the
management of the Company and by KPMG LLP. The Audit Committee has also discussed with KPMG LLP the matters required to be
discussed by Statement on Auditing Standards No. 61 (Communication with Audit Committees). The Audit Committee has received and
reviewed the written disclosures and the letter from KPMG LLP required by Independence Standards Board Standard No. 1 (Independence
Discussions with Audit Committees) and has discussed with KPMG LLP its independence.

Based on the reviews and discussions referred to above, the Audit Committee recommended to the Board that the audited consolidated financial
statements referred to above be included in the Company s Annual Report on Form 10-K for the year ended December 31, 2005 for filing with
the Securities and Exchange Commission.

AUDIT COMMITTEE OF OUR BOARD OF DIRECTORS
Laurence A. Chapman, Chair
Ruann F. Ernst, Ph.D.

Dennis E. Singleton

* The material in this report is not soliciting material is not deemed filed with the SEC, and is not incorporated by reference in any filing
of the Company under the Act or the Exchange Act, whether made before or after the date of this Proxy Statement and irrespective of
any general incorporation language in such filing.
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Independent Registered Public Accounting Firm

The following summarizes the fees incurred for KPMG LLP s services for the years ended December 31, 2005 and 2004:

2005 2004
Audit Fees™" $ 1,854,903 $ 2,831,743
Audit-Related Fees® 89,000 40,000
Tax Fees® 119,794 140,000
All Other Fees 71,130
Total Fees $ 2,134,827 $ 3,011,743

(1)  Audit Fees are the aggregate fees billed by KPMG LLP for professional services rendered in connection with the Company s common and
preferred stock offerings, audits of statements of revenue and certain expenses for acquired properties, reviews of the Company s quarterly
financial statements, and audits of the Company s annual financial statements.

(2)  Audit-related fees include fees relating to audits of separate financial statements for certain properties which were required by lenders for
such properties and other audit services related to lender requirements.

(3) Taxfees are fees related to preparation of 2004 tax returns for the Company, our operating partnership and taxable REIT subsidiaries.
All audit, audit-related and tax services provided by KPMG LLP were pre-approved by the Audit Committee.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Acquisition of Certain Properties by GI Partners Prior to our Initial Public Offering

Through various transactions during the two years prior to the completion of our initial public offering, GI Partners acquired the following
properties (the aggregate purchase price paid by GI Partners for each property is indicated parenthetically): 300 Boulevard East ($57,030,000);
2334 Lundy Place ($28,500,000); 2440 Marsh Lane ($12,000,000); 34551 Ardenwood Boulevard 1-4 ($57,000,000); 2010 East Centennial
Circle ($22,400,000); 375 Riverside Parkway ($13,500,000); 3300 East Birch Street ($10,150,000); 4055 Valley View Lane ($33,200,000);
47700 Kato Road & 1055 Page Avenue ($25,000,000); 7979 East Tufts Avenue ($35,050,000); 100 Technology Center Drive ($38,100,000);
4849 Alpha Road ($17,200,000); 600 West Seventh ($75,000,000); 2045 & 2055 LaFayette Street ($60,000,000); 100 & 200 Quannapowitt
Parkway ($58,000,000); 11830 Webb Chapel Road ($45,850,000); 150 South First Street ($36,500,000) and 3065 Gold Camp Drive (75%
interest for $9,600,000).

GI Partners Contribution Agreement

In connection with the consummation of our initial public offering, our operating partnership entered into a contribution agreement with GI
Partners pursuant to which GI Partners contributed its direct or indirect interests in a portfolio of properties to the operating partnership in
exchange for units and the assumption of debt. Under GI Partners contribution agreement, GI Partners directly received 31,930,695 units and we
assumed or repaid an aggregate of $548.8 million of debt. The aggregate value of the units issued to GI Partners was $383.2 million, based upon
the initial public offering price of our Common Stock of $12.00 per share.

Pursuant to the GI Partners contribution agreement, we assumed or succeeded to all of the contributors rights, obligations and responsibilities
with respect to the properties and the property entities contributed. GI Partners contribution agreement contains representations and warranties
by GI Partners to our operating partnership with respect to the condition and operations of the properties and interests contributed to us and
certain other matters. With some exceptions, GI Partners has agreed to indemnify our operating partnership for breach of these representations
and warranties on or prior to February 15, 2006, subject to a $500,000 deductible and up to a maximum of $15.0 million. GI Partners pledged
units to our operating partnership with a value, based on the initial public offering price of $12.00 per share of our Common Stock, equal to
$15.0 million, in order to secure its indemnity obligations, and except in limited circumstances, these units will be the sole recourse of our
operating partnership in the case of a breach of a representation or warranty or other claim for indemnification.

In connection with the consummation of our initial public offering, GI Partners caused the entities that own the properties contributed to us to
make special distributions payable to GI Partners in an aggregate amount of approximately $5.2 million. These distributions were in an amount
calculated to approximate customary commercial real estate prorations, whereby the buyer and seller apportion rents, taxes, utilities, escrowed or
restricted funds and other operating expenses. Such distributions were contemplated by the parties in connection with determining the aggregate
consideration to be received by GI Partners under its contribution agreement.

3065 Gold Camp Drive Purchase Agreement

In connection with the consummation of our initial public offering, our operating partnership entered into a purchase and sale agreement with GI
Partners pursuant to which GI Partners transferred its 75% direct or indirect interest in the entity that owns 3065 Gold Camp Drive for a
purchase price in cash equal to the amount paid by GI Partners to acquire the property plus transaction costs and expenses, for a maximum
aggregate price of approximately $10.3 million. The purchase and sale agreement contains representations and warranties by GI Partners to our
operating partnership with respect to the interests transferred to us and certain other matters. GI Partners has agreed to indemnify us for breach
of these representations and warranties on or prior to February 15, 2006. On January 21, 2005, we purchased the remaining 25% interest from an
unrelated third party for $4.1 million.
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200 Paul Avenue and 1100 Space Park Drive Contribution Agreement

In connection with the consummation of our initial public offering, our operating partnership entered into a contribution agreement with San
Francisco Wave Exchange, LLC, Santa Clara Wave Exchange, LLC and Exchange Colocation, LLC, referred to below as the eXchange parties,
pursuant to which the eXchange parties contributed their interests in 200 Paul Avenue, 1100 Space Park Drive, the eXchange colocation
business and other specified assets and liabilities to the operating partnership in exchange for cash, units and the assumption of debt. Under the
eXchange parties contribution agreement, the eXchange parties directly received $15.0 million in cash, 5,935,846 units and we assumed or
repaid an aggregate of $62.8 million of indebtedness encumbering the properties.

Pursuant to the eXchange parties contribution agreement, we assumed or succeeded to all of the contributors rights, obligations and
responsibilities with respect to the properties and the property entities contributed. The eXchange parties contribution agreement contains
representations and warranties by the eXchange parties to our operating partnership with respect to the condition and operations of the properties
and interests to be contributed to us and certain other matters. The eXchange parties agreed to indemnify our operating partnership for breach of
these representations and warranties on or prior to February 15, 2006, subject to a $150,000 deductible and up to a maximum of $5.0 million.
The eXchange parties pledged units to our operating partnership with a value, based on the initial public offering price of $12.00 per share of our
Common Stock in our initial public offering, equal to $5.0 million, in order to secure its indemnity obligations, and, except in limited
circumstances, these units will be the sole recourse of our operating partnership in the case of a breach of a representation or warranty or other
claim for indemnification.

Under the eXchange parties contribution agreement, we agreed to indemnify each eXchange party against adverse tax consequences in the event
our operating partnership directly or indirectly, sells, exchanges or otherwise disposes of (whether by way of merger, sale of assets or otherwise)
in a taxable transaction any interest in 200 Paul Avenue or 1100 Space Park Drive until the earlier of November 3, 2013 and the date on which
these contributors hold less than 25% of the units issued to them in the formation transactions consummated concurrently with our initial public
offering. The 200 Paul Avenue and 1100 Space Park Drive properties represented 10.6% of our portfolio s annualized rent as of December 31,
2005. These tax indemnities do not apply to the disposition of a restricted property pursuant to a transaction described in Section 721, 1031 or
1033 of the Code, or other applicable non-recognition provision under the Code.

Under the eXchange parties contribution agreement, we agreed to make $20.0 million of indebtedness available for guaranty by these parties
until the earlier of November 3, 2013 and the date on which these contributors or certain transferees hold less than 25% of the units issued to
them in the formation transactions consummated concurrently with our initial public offering. Among other things, these guaranties of debt
allow the eXchange parties to defer the recognition of gain in connection with the contribution of these properties.

200 Paul Avenue and 1100 Space Park Drive Property Management Agreement

Concurrently with the consummation of our initial public offering, we entered into a property management agreement with the eXchange parties.
We entered into this agreement in order to maintain continuity of management until we internalize our property management function. Under the
terms of the agreement, the eXchange parties generally supervised the operation and management of the 200 Paul Avenue and 1100 Space Park
Drive properties in exchange for a monthly management fee in the amount of 2% of the gross monthly rents and other revenues received from
the properties. We were responsible for all leasing commissions and costs of on-site employees of the eXchange parties. We terminated this
agreement on February 28, 2005.

Partnership Agreement

Concurrently with the consummation of our initial public offering, we entered into a partnership agreement with the various limited partners of
our operating partnership, including GI Partners and the eXchange parties.
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Pursuant to the partnership agreement, persons holding units as a result of the formation transactions consummated concurrently with our initial
public offering have rights beginning on January 3, 2006 to cause our operating partnership to redeem each of their units for cash equal to the
then-current market value of one share of Common Stock, or, at our election, to exchange their units for shares of our Common Stock on a
one-for-one basis.

Executive Chairman and Employment Agreements

We have entered into employment agreements with our executive officers as described in Executive Compensation Employment Agreements and
an agreement with the Executive Chairman of our Board of Directors as described in Executive Compensation Executive Chairman Agreement
that became effective in connection with the consummation of our initial public offering and the related formation transactions. These

agreements provide for salary, bonuses and other benefits, including severance benefits upon a termination of employment, as well as vested
long-term incentive units and option awards, among other matters.

We have also issued 6,448 long-term incentive units to each of our outside directors under our 2004 Incentive Award Plan.
Indemnification of Officers and Directors

Effective upon the consummation of our initial public offering, we entered into an indemnification agreement with our named executive officers
and directors as described in Executive Compensation Indemnification Agreements.

Right of First Offer Agreements

We have a right of first offer agreement with respect to a property in Frankfurt, Germany which is currently owned by GI Partners. Pursuant to
the agreement, we have the right to make the first offer to purchase the property if GI Partners decides to sell it. If we make an offer that is
rejected, GI Partners may sell the property, but only to a third party within 180 days thereafter, on terms that are better than the terms of our
offer or the unsolicited offer that we elected not to match. Any purchase by us of this property may be paid by us with units, with each unit
valued at the then-fair market value of a share of our Common Stock, or in cash. The right of first offer agreements will expire on the earlier of
December 31, 2009, upon the completion of the dissolution of GI Partners or the date on which GI Partners no longer owns the property.

We also had a right of first offer agreement with respect to 8534 Concord Center Drive, in Englewood, Colorado, which was owned by GI
Partners. We purchased this property for $16.5 million paid in cash in June 2005. The transaction was negotiated at arm s-length with GI Partners
and was approved by the independent members of our board of directors. An independent appraisal commissioned by us in January 2005
determined that the property had a market value of $17,000,000.

Registration Rights

We have granted those persons who received units in the formation transactions, including GI Partners, certain registration rights with respect to
the shares of our Common Stock that may be acquired by them in connection with the exercise of the redemption/exchange rights under the
partnership agreement of our operating partnership. These registration rights require us to seek to file a shelf registration statement covering all
such shares of Common Stock by January 3, 2006. On November 14, 2005, we filed such a shelf registration statement. In addition, commencing
on March 3, 2006, each of GI Partners and another third party who received units in the formation transaction have the right, on one occasion, to
require us to undertake a demand registration.

We have also granted registration rights to GI Partners with respect to any units issued, or to be issued, upon exercise of the right of first offer
agreement with respect to the property in Frankfurt, Germany, effective as of the date which is 14 months following the closing of the
acquisition. In the event we fail to file this registration
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statement or fail to maintain its effectiveness, holders will have the right (subject to certain limitations) to have their shares included in any
registration statement we file for an underwritten public offering, and holders who individually or in the aggregate own more than $5.0 million
of such shares will have the right to require us to register all such shares of our Common Stock, provided that we will not be required to effect
more than one such demand registration in any twelve-month period.

Transition Services Agreement with CB Richard Ellis Investors

We entered into a transition services agreement with CB Richard Ellis Investors pursuant to which CB Richard Ellis Investors provided us with
transitional accounting and other services for an interim period ending no later than December 31, 2005. We paid CB Richard Ellis Investors a
one-time fee of $58,500 for these services, and were also required to reimburse CB Richard Ellis Investors for reasonable travel and other out of
pocket expenses. This agreement has since expired.

Linc Facility Services Agreements

In April 2005, we entered into two agreements with Linc Facility Services, LLC, or LFS, on a cost plus basis, primarily for personnel providing
for operations and maintenance repairs of the mechanical, electrical, plumbing and general building service systems of five of our properties.
Under the first agreement, our first year estimated cost for services LFS performs for 600 West Seventh Street is $359,061 plus a 6% fee. Under
the second agreement, our estimated cost for services LFES performs for 200 Paul Avenue, 1100 Space Park and 150 South First Street is

$493,028 plus a fee of 5% 6%, depending on the services performed. Each of these contracts is for an initial term of two years and will be
automatically renewed unless terminated. In January 2005, we entered into a contract with Linc Service, LLC primarily for HVAC maintenance
services for 11830 Webb Chapel Road. Our estimated cost for the one-year term of this contract is approximately $3,495. In 2004, we also

entered into two contracts with Linc Services, LLC primarily for HVAC maintenance services for 2323 Bryan Street. Each contract provides
services to a different space in 2323 Bryan Street and is for a one-year term. Our estimated costs for the contracts are $10,788 and $4,248,
respectively.

LFS and Linc Service, LLC and Linc Services, LLC belong to The Linc Group, which GI Partners has owned since late 2003.
Employment Relationships

Prior to the consummation of our initial public offering, Richard A. Magnuson, our Executive Chairman, Michael F. Foust, our Chief Executive
Officer and Scott E. Peterson, our Senior Vice President, Acquisitions, were employees of CB Richard Ellis Investors. A. William Stein, our
Chief Financial Officer and Chief Investment Officer, provided services to GI Partners under a consulting relationship. Mr. Crosby, our Senior
Vice President, Sales and Technical Services, is a managing director of Proferian, LLC, a former service provider to GI Partners. Mr. Magnuson
remained an employee of CB Richard Ellis Investors following the consummation of the initial public offering. Effective upon the
consummation of the initial public offering, the employment of Messrs. Foust and Peterson with CB Richard Ellis Investors terminated and they
became our full-time employees and the consulting relationship between A. William Stein and GI Partners ceased. See Executive
Compensation Employment Agreements.

Transfer of Letters of Credit to the Company from GI Partners

As of December 31, 2004, GI Partners had $1.2 million of letters of credit outstanding that secure obligations relating to two of the Company s
properties, 600 West Seventh Street and 7979 East Tufts Avenue. These letters of credit were initially issued in lieu of making deposits required
by a local utility and in lieu of establishing a restricted cash account on behalf of a lender. The Company transferred these letters of credit to the
Company in January 2006. The Company was reimbursing GI Partners for the costs of maintaining the letters of credit, which are less than
$5,000 per quarter.
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Settlement of Foreign Currency Forward Contract Assumed from GI Partners

On January 24, 2005, we settled the foreign currency forward contract that we assumed from GI Partners related to 6 Braham Street, located in
the United Kingdom, for a payment of approximately $2.5 million. On the same date we entered into a new foreign currency forward contract to
hedge the foreign currency risk related to owning a property in the United Kingdom. On February 4, 2005 GI Partners reimbursed us for $1.9
million of such settlement since it was determined that the negative value associated with the forward contract was not otherwise factored into
the determination of the number of units that were granted to GI Partners in exchange for its interests in Camperdown House.

Non-Competition Agreement with Global Innovation Partners, LLC

We entered into a non-competition agreement with GI Partners pursuant to which GI Partners agreed not to acquire or own interests, directly or
indirectly, in technology-related real estate properties in the United States or Europe for the remainder of GI Partners investment period, which
ended in February 2006.

Other Benefits to Related Parties and Related Party Transactions

CB Richard Ellis Investors, Richard Magnuson, the Executive Chairman of our Board of Directors, Michael Foust, our Chief Executive Officer
and a member of our Board of Directors, and Scott Peterson, our Senior Vice President, Acquisitions, are investors in Global Innovation
Manager, LLC, or GI Manager, the manager of GI Partners. GI Manager is entitled under certain circumstances to share in distributions made by
GI Partners to its investors, including distributions related to GI Partners ownership interest in our operating partnership. Under the terms of GI
Partners constitutive agreement, GI Manager is only entitled to share in distributions after the other investors in GI Partners CalPERS and GI
Contributor receive a return of their invested capital and a specified rate of return from their capital investments. Distributions from GI Partners
to GI Manager are distributed by GI Manager 50% to CB Richard Ellis Investors, and 50% to certain individuals presently or historically
involved with GI Partners, including Messrs. Magnuson, Foust and Peterson.

CB Richard Ellis Investors is the sole member of Global Innovation Advisor, LLC, or GI Advisor. GI Advisor manages the investments of GI
Partners on behalf of GI Manager. Mr. Magnuson is a member of the management and investment committees of GI Advisor, for which he is not
separately compensated.

Mr. Magnuson is the chief executive officer of GI Advisor, for which he is not separately compensated.

The Company and the Company s predecessor paid additional compensation, not encompassed in management fees, to affiliates of CB Richard
Ellis Investors for real estate services. The following table presents fees incurred by the Company and the Company s predecessor and earned by
affiliates of CB Richard Ellis Investors, for the year ended December 31, 2005 (in thousands):

Lease commissions $ 751
Brokerage fees

Property management fees and other 1,191
Total $1,942

ANNUAL REPORT ON FORM 10-K

Stockholders may obtain without charge a copy of the Company s Annual Report on Form 10-K, including financial statements and financial
statement schedules, required to be filed with the SEC pursuant to the Exchange Act for the fiscal year ended December 31, 2005, by
downloading the report from the Investor Relations section of the Company s Internet site at www.digitalrealtytrust.com; or by writing to
Investor Relations, Digital Realty Trust, Inc., 560 Mission Street, Suite 2900, San Francisco, California 94105.
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OTHER MATTERS
Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires the Company s executive officers and directors, and persons who own more than 10% of a registered
class of the Company s equity securities ( Reporting Persons ), to file reports of ownership and changes in ownership with the SEC. Reporting
Persons are required by SEC regulations to furnish the Company with copies of all forms they file pursuant to Section 16(a). Based solely on its
review of the copies of such reports received by it, and written representations from certain Reporting Persons that no other reports were
required for those persons, the Company believes that, during the year ended December 31, 2005, the Reporting Persons met all applicable
Section 16(a) filing requirements, except that on November 1, 2005 a Form 4 was filed on behalf of each of Messrs. Foust and Peterson and
Crosby on the third rather than the second business day after the reported transactions due to technical difficulties, and a Form 3 was filed on
behalf of our controller on December 8, 2005 rather than on November 21, 2005.

Stockholder Proposals and Nominations

Pursuant to Rule 14a-8 under the Exchange Act, stockholders may present proper proposals for inclusion in the Company s Proxy Statement and
for consideration at the Company s 2007 annual meeting. To be eligible for inclusion in the Company s 2007 Proxy Statement, your proposal
must be received in writing not later than December 1, 2006 and must otherwise comply with Rule 14a-8 under the Exchange Act. While the
Board will consider stockholder proposals, the Company reserves the right to omit from the Company s Proxy Statement stockholder proposals
that it is not required to include under the Exchange Act, including Rule 14a-8 of the Exchange Act.

In addition, our Bylaws contain an advance notice provision with respect to matters to be brought at an annual meeting, including nominations,
and not included in the Company s Proxy Statement. If you would like to nominate a director or bring any other business before the stockholders
at the 2007 Annual Meeting, you must comply with the procedures contained in our Bylaws, including notifying the Company in writing in a
timely manners and such business must otherwise be a proper matter for action by our stockholders. To be timely under our current Bylaws, the
notice must be delivered to our Secretary at our principal executive office at 560 Mission Street, Suite 2900, San Francisco, California 94105 not
earlier than November 1, 2006 and not later than 5 p.m. Pacific Time on December 1, 2006. In the event that the date of the 2007 Annual

Meeting is advanced or delayed by more than 30 days from the first anniversary of the date of the 2006 Annual Meeting, notice by the
stockholder to be timely must be delivered not earlier than the 150th day prior to the date of the meeting and not later than 5:00 P.M., Pacific
Time, on the later of the 120th day prior to the date of the meeting and the 10th day following the date of the first public announcement of the
meeting.

Our Bylaws provide that nominations of persons for election to the Board and the proposal of business to be considered by our stockholders may
be made at an annual meeting pursuant to the Company s notice of meeting, by or at the direction of the Board or by any stockholder of the
Company who was a stockholder of record both at the time of giving of notice provided for in our Bylaws and at the time of the annual meeting,
who is entitled to vote at the meeting and who complied with the notice procedures set forth in our Bylaws. A stockholder s notice regarding a
director nomination shall set forth (i) as to each individual whom the stockholder proposes to nominate for election or reelection as a director,
(a) the name, age, business address and residence address of such individual, (b) the class, series and number of shares of stock of the Company
that are beneficially owned by such individual (c) the date such shares were acquired and the investment intent of such acquisition and (d) all
other information relating to such individual that is required to be disclosed in solicitations of proxies for election of directors in an election
contest (even if an election contest is not involved), or is otherwise required, in each case pursuant to Regulation 14A (or any successor
provision) under the Exchange Act and the rules thereunder (including such individual s written consent to being named in the Proxy Statement
as a nominee and to serving as a director if elected); (ii) as to any other business that the stockholder proposes to bring before the meeting, a
description of the business desired to be brought before the meeting, the reasons for proposing such business at
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the meeting and any material interest in such business of such stockholder and any Stockholder Associated Person (as defined below),
individually or in the aggregate, including any anticipated benefit to the stockholder and the Stockholder Associated Person therefrom; (iii) as to
the stockholder giving the notice and any Stockholder Associated Person, (a) the class series and number of all shares of stock of the Company
which are owned by such stockholder and such Stockholder Associated Person and the nominee holder for, and number of, shares owned
beneficially but not of record by such stockholder and by such Stockholder Associated Person and (b) the name and address of such stockholder,
as they appear on the Company s stock ledger and current name and address, if different, and of such Stockholder Associated Person; and (iv) to
the extent known by the stockholder giving the notice, the name and address of any other stockholder supporting the nominee for election or
reelection as a director or the proposal of other business on the date of such stockholder s notice. Stockholder Associated Person of any
stockholder means (i) any person controlling, directly or indirectly, or acting in concert with, such stockholder, (ii) any beneficial owner of
shares of stock of the Company owned of record or beneficially by such stockholder and (iii) any person controlling, controlled by or under the
common control with such Stockholder Associated Person.

Any director nominations received from stockholders will be evaluated in the same manner that nominees suggested by Board members,
management or other parties are evaluated.

You may write to the Secretary of the Company at our principal executive office, 560 Mission Street, Suite 2900, San Francisco, California
94105, to deliver the notices discussed above and for a copy of the relevant Bylaw provisions regarding the requirements for making stockholder
proposals and nominating director candidates.

Householding of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries (such as banks and brokers) to satisfy the delivery requirements for proxy
statements and annual reports with respect to two or more stockholders sharing the same address by delivering a single proxy statement
addressed to those stockholders. This process, which is commonly referred to as householding, potentially means extra convenience for
stockholders and cost savings for companies.

This year, a number of brokers with account holders who are our stockholders will be householding the Company s proxy materials. A single
proxy statement will be delivered to multiple stockholders sharing an address unless contrary instructions have been received from the impacted
stockholders. Once you have received notice from your broker that they will be householding communications to your address, householding
will continue until you are notified otherwise or until you revoke your consent. If, at any time, you no longer wish to participate in householding
and would prefer to receive a separate Proxy Statement and annual report, please notify your broker, direct your written request to Investor
Relations, Digital Realty Trust, Inc., 560 Mission Street, Suite 2900, San Francisco, California 94105, or contact Investor Relations by telephone
at (415) 738-6500. Stockholders who currently receive multiple copies of the Proxy Statement at their address and would like to request
householding of their communications should contact their broker.

By Order of Our Board of Directors

A. William Stein
Secretary

March 31, 2006
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