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(Mark One)

b Annual report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
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Maryland 58-2328421
(State or other jurisdiction of incorporation or organization) (LR.S. Employer Identification Number)
6200 The Corners Parkway, Norcross, Georgia 30092
(Address of principal executive offices) (Zip Code)

(770) 449-7800

Registrant s telephone number, including area code

Securities registered pursuant to Section 12 (b) of the Act:

Title of each class Name of exchange on which registered
NONE NONE

Securities registered pursuant to Section 12 (g) of the Act:

COMMON STOCK

(Title of Class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

Yes © No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form
10-K or any amendment to this Form 10-K. x
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or anon-accelerated filer (as defined in Rule 12b-2
of the Act).

Large accelerated filer ~ Accelerated filer ~ Non-accelerated filer x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes © No x

Aggregate market value of the voting stock held by nonaffiliates:

While there is no established market for the registrant s shares of voting common stock, the registrant has offered and sold shares of its voting
common stock pursuant to a Form S-3 Registration Statement under the Securities Act of 1933 at prices ranging from $9.55 to $8.31 per share.
The number of the registrant s shares of voting common stock outstanding as of June 30, 2006 was approximately 460,656,194.

Number of shares outstanding of the registrant s

only class of common stock, as of February 28, 2007: 465,878,482 shares
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this Form 10-K of Wells Real Estate Investment Trust, Inc. ( Wells REIT ) other than historical facts may be
considered forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. We intend for all such forward-looking statements to be covered by the safe harbor provisions for forward-looking
statements contained in Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, as applicable by law.
Such statements include, in particular, statements about our plans, strategies, and prospects and are subject to certain risks and uncertainties, as
well as known and unknown risks, which could cause actual results to differ materially from those projected or anticipated. Therefore, such
statements are not intended to be a guarantee of our performance in future periods. Such forward-looking statements can generally be identified
by our use of forward-looking terminology such as may, will, expect, intend, anticipate, estimate, believe, continue, or other simila
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date this report is filed with
the Securities and Exchange Commission. We make no representations or warranties (express or implied) about the accuracy of any such
forward-looking statements contained in this Form 10-K, and we do not intend to publicly update or revise any forward-looking statements,
whether as a result of new information, future events, or otherwise.

Any such forward-looking statements are subject to unknown risks, uncertainties, and other factors and are based on a number of assumptions
involving judgments with respect to, among other things, future economic, competitive, and market conditions, all of which are difficult or
impossible to predict accurately. To the extent that our assumptions differ from actual results, our ability to meet such forward-looking
statements, including our ability to generate positive cash flow from operations, provide dividends to stockholders, and maintain the value of our
real estate properties, may be significantly hindered. Item 1A. sets forth certain risks and uncertainties which could cause actual results to differ
materially from those presented in our forward-looking statements.
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PART I

ITEM 1. BUSINESS

General

Wells Real Estate Investment Trust, Inc. ( Wells REIT ) is a Maryland corporation that qualifies as a real estate investment trust ( REIT ) for

federal income tax purposes and engages in the acquisition and ownership of commercial real estate properties throughout the United States,

including properties that are under construction, are newly constructed, or have operating histories. Wells REIT was incorporated in 1997 and
commenced operations on June 5, 1998. Wells REIT conducts business primarily through Wells Operating Partnership, L.P. ( Wells OP ), a

Delaware limited partnership. Wells REIT is the sole general partner and possesses full legal control and authority over the operations of Wells

OP. Wells Capital, Inc. ( Wells Capital ) is currently the sole limited partner of Wells OP. Wells OP owns properties directly, through wholly

owned subsidiaries, through certain joint ventures with real estate limited partnerships sponsored by Wells Capital, and through certain joint

ventures with parties not affiliated with Wells REIT or Wells Capital. References to Wells REIT, we, wus, or our herein shall include Wells REIT
and all subsidiaries of Wells REIT, including Wells OP, its subsidiaries, and consolidated joint ventures.

We engage in the acquisition and ownership of commercial real estate properties, including properties that are under construction, newly
constructed, or have operating histories. Our portfolio consists primarily of high-grade office and industrial buildings leased to large corporate
tenants located throughout the United States. As of December 31, 2006, all properties we currently own are office buildings, warehouses, and
manufacturing facilities or some combination thereof; however, we are not limited to such investments.

Our stock is not listed on a national exchange. However, our articles of incorporation currently require that we begin the process of liquidating
our investments and distributing the resulting proceeds to our stockholders if our common stock is not listed on a national securities exchange or
an over-the-counter market by January 30, 2008 (our Liquidity Date ). This provision of our articles of incorporation can only be amended by a
vote of our stockholders.

Real Estate Investment Objectives

Our primary investment objectives are to maximize cash dividends paid to our investors; to preserve, protect, and return our investors capital
contributions; and to realize growth in the value of our properties upon the ultimate sale of such properties or the listing of our common stock on
a national exchange ( listing ).

In determining the appropriateness of an investment in real estate, we consider the creditworthiness of the tenants, the location of the property,
its appropriateness for any development contemplated or in progress, its income-producing capacity, the prospects for long-range appreciation,
and liquidity and tax considerations. We also consider the impact of the acquisition on our portfolio as a whole with regard to diversification by
geography, tenants, industry group of tenants, and timing of lease expirations.

We have developed specific standards for determining creditworthiness of tenants of buildings being considered for acquisition or at the time of
signing a new lease at an existing building. Creditworthy tenants of the type we target are more highly valued in the marketplace and,
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consequently, competition for acquiring properties leased to such creditworthy tenants is intense. As a result, the purchase prices for such
properties remain high and capitalization rates ( cap rates ), or first-year returns on real estate investments, remain low. We remain committed to
invest in quality properties that will produce quality income.

Our investment philosophy emphasizes diversification of our portfolio for geographic locations, tenants, industry group of tenants, and timing of
lease expirations. Prior to acquisition we perform an assessment to ensure that our portfolio is diversified with regard to these criteria to
minimize the impact on our portfolio of significant factors
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affecting a single geographic area, type of property or industry group of tenants. Additionally, we analyze annual lease expirations in an attempt
to minimize the impact on the cash flows from operations of the portfolio as a whole for properties that may be vacant until re-leased.

We anticipate that in future periods we will continue to acquire additional properties which meet our investment objectives with regard to quality
and dispose of certain properties in order to continue to position the portfolio at an acceptable range of diversification; however, the number and
mix of properties we acquire will largely depend upon the real estate and market conditions and other circumstances existing at the time we
acquire the properties. We anticipate that future funds for acquisitions may come from a variety of sources, including operating cash flow,
investor proceeds received from the sale of common stock pursuant to our dividend reinvestment plan, net proceeds from property dispositions,
proceeds from future equity and debt offerings, and additional borrowings.

Generally, we are responsible for the replacement of specific structural components of a property such as the roof of the building or the parking
lot. However, the majority of our leases include reimbursement provisions that require the tenant to pay, as additional rent, all or a portion of real
estate taxes; sales and use taxes; special assessments; utilities; insurance; building repairs; and other building operation and management costs.
Such reimbursement provisions mitigate the risks related to rising costs. Upon the expiration of leases at our properties, our objective is to
negotiate leases that contain similar reimbursement provisions; however, the conditions in each of our markets could dictate different outcomes
and may result in less favorable reimbursement provisions.

Financing Objectives

To date we have financed our acquisitions through a combination of equity raised in our public offerings and debt incurred or assumed upon the
acquisition of certain properties. We anticipate that future acquisitions will be funded primarily through existing or future debt arrangements,
proceeds from our dividend reinvestment plan, proceeds from future equity and debt offerings, and net proceeds we receive from the sale of
existing properties.

Our articles of incorporation limit borrowings to 50% of the aggregate value of all properties. While we have historically operated at a debt ratio
well below the 50% limit, this range may change depending upon various factors to be considered in the sole discretion of our board of directors,
including but not limited to, our ability to pay dividends in accordance with our investment objectives, the composition of our portfolio, the
availability of properties meeting our investment criteria, the availability of debt, changes in the cost of debt financing, and changes in our
overall capital structure as we execute various strategies in anticipation of our Liquidity Date.

During 2006 we obtained long-term debt facilities used to repay amounts outstanding under our lines of credit, the proceeds from which were
used to redeem shares pursuant to our share redemption program, to fund property acquisitions, and to repay a construction loan used to build an
office building in Lebanon, New Jersey. These long-term debt facilities were secured at rates ranging from 5.50% to 5.70%. As of December 31,
2006, the ratio of our outstanding debt to the aggregate cost of our real estate assets and cash on hand was 26.7%.

Operating Objectives

As our Liquidity Date draws near, we are currently focusing primarily on the operational performance of the portfolio. In connection therewith,
we are focusing on a number of key operating initiatives, including the following:
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Internalization of our current external Advisor with and into Wells REIT. References to the Advisor in this Form 10-K include
collectively, Wells Real Estate Advisory Services, Inc. ( WREAS ), Wells Government Services, Inc. ( WGS ) and their predecessors, as
applicable, including those portions of the operations of Wells Capital and Wells Management Company, Inc. ( Wells Management ),
which previously provided advisory and management services to us under advisory, asset management and property management
agreements through these and other affiliates and subsidiaries of Wells Real
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Estate Funds, Inc. ( Wells REF ). We recently signed a definitive merger agreement ( Merger Agreement ) to acquire the pertinent
subsidiaries, including various personnel currently employed or to become employed by our Advisor, and become self-managed (the
Internalization ). Such a transaction is subject to stockholder approval (please refer to Note 15 of our accompanying consolidated
financial statements, as well as our definitive proxy statement filed with the Securities and Exchange Commission (the SEC ) on

February 26, 2007 for a more comprehensive discussion of this transaction);

While our Advisor maintains its principal office in Atlanta, Georgia, our Advisor also currently operates property management offices
in Minneapolis, Tampa, Detroit, Dallas, Chicago, and Washington, D.C., out of which it currently manages properties owned by us as
well as properties owned by other Wells REF affiliates. Our Advisor is still in the process of hiring additional personnel and assuming
property management of additional properties; however, it is our current intention, pursuant to the Internalization described above, that
we will acquire the property management offices listed above as part of the Internalization transaction. In addition, our Advisor s
business strategy is to continue to open additional property management offices in various cities around the country to provide
property management services for us, certain Wells REF affiliates, and potentially other unaffiliated property owners. Our Advisor
intends to open an additional property management office in Los Angeles prior to the closing of the Internalization transaction, and
under the Merger Agreement we will also acquire this office as part of the Internalization transaction. We anticipate that subsequent to
the consummation of the proposed Internalization, Wells Management will retain or establish property management offices in certain
cities or regions where we will not initially have property management offices, out of which we anticipate that Wells Management will
at least initially manage certain of our properties. The opening and acquisition of these property management offices is hereinafter
referred to as the Regionalization of Property Management Services ;

Evaluating selective property acquisitions and dispositions that will improve the overall quality and economic performance of our
portfolio over the long term;

Negotiating strategic renewals or lease extensions that expire in either the next few years or at times in which we believe it is
important to make adjustments to our lease expiration exposure;

Ensuring that we enter into leases at market terms, upon lease expiration or with regard to currently vacant space at our properties, in
order to maximize returns on our properties as permitted by the market; and

Controlling operating expenses as a percentage of revenues as we attempt to take advantage of certain economies of scale.

Employees

As of December 31, 2006, Wells REIT had no direct employees. The employees of our Advisor currently provide services for us related to asset
management, accounting, investor relations, and all other administrative services. The related expenses are allocated among us and the other
programs for which our Advisor provides similar services based on time spent on each entity by personnel. We reimburse our Advisor for our
share of personnel and other costs associated with these services. Our allocable share of these administrative reimbursements, net of reduction
for amounts reimbursed by tenants, totaled approximately $6.7 million, $7.8 million, and $8.4 million for the years ended December 31, 2006,
2005, and 2004, respectively.

If the Internalization is approved by our stockholders, upon the closing of the Internalization, certain of the Advisor s employees will become our
employees. On February 2, 2007, we entered into an employment agreement with Donald A. Miller, CFA, to be our direct employee and to serve
as our Chief Executive Officer, President, and a director, and are currently in the process of negotiating one or more employment agreements
with other members of our Advisor s senior management team who may become our executive officers. See Note 15 of our accompanying
consolidated financial statements for details.
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Insurance

We believe that our properties are adequately insured.

Competition

As the competition for high-credit-quality tenants is intense, we may be required to provide rent concessions, incur charges for tenant
improvements and other inducements, or we may not be able to timely lease vacant space, all of which would adversely impact our results of
operations. At the time we elect to acquire additional properties, we will compete with other buyers who are interested in the property, which
may result in an increase in the amount that we pay for the property or may result in us ultimately not being able to acquire the property. At the
time we elect to dispose of one or more of our properties, we will be in competition with sellers of similar properties to locate suitable
purchasers for properties, which may result in our receiving lower proceeds from the disposal or which may result in our not being able to
dispose of the property due to the lack of an acceptable return.

Concentration of Credit Risk

We are dependent upon the ability of our current tenants to pay their contractual rent amounts as the rents become due. The inability of a tenant
to pay future rental amounts would have a negative impact on our results of operations. As of December 31, 2006, no tenant represents more
than 10% of our future rental income under non-cancelable leases or 10% of our current year rental revenues. We are not aware of any reason
that our current tenants will not be able to pay their contractual rental amounts, in all material respects, as they become due. If certain situations
prevent our tenants from paying contractual rents, this could result in a material adverse impact on our results of operations.

Web Site Address

Access to copies of each of our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements,
and other filings with the SEC, including any amendments to such filings, may be obtained free of charge from the following Web site,
http://www.wellsreit.com, or through a link to the http://www.sec.gov Web site. These filings are available promptly after we file them with, or
furnish them to, the SEC.

Item 1A.  Risk Factors

Below are some risks and uncertainties that could cause our actual results to differ materially from those presented in our forward-looking
statements. These statements are based on management s current expectations, beliefs and assumptions and are subject to a number of known and
unknown risks, uncertainties and other factors that could lead to actual results materially different from those described in our forward-looking
statements. We can give no assurance that our expectations will be attained. Factors that could adversely affect our operations and prospects or
which could cause actual results to differ materially from our expectations include, but are not limited to the following risks.
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General Risks Related to Investments in Real Estate

Economic and regulatory changes that impact the real estate market generally may cause our operating results to suffer and decrease the value
of our real estate properties.

Our operating results will be subject to risks generally incident to the ownership of real estate, including:

changes in general or local economic conditions;

changes in supply of or demand for similar or competing properties in an area;
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changes in interest rates and availability of permanent mortgage funds, which may render the sale of a property difficult or
unattractive;

changes in tax, real estate, environmental and zoning laws; and

periods of high interest rates and tight money supply.

These and other reasons may prevent us from being profitable or from realizing growth or maintaining the value of our real estate properties.

Properties that have significant vacancies could be difficult to sell, which could diminish our return on those properties.

A property may incur vacancies either by the continued default of tenants under their leases or the expiration of tenant leases. If vacancies

continue for a long period of time, we may suffer reduced revenues resulting in less cash available to distribute to stockholders. In addition,
because properties market values depend principally upon the value of the properties leases, the resale value of properties with high or prolonged
vacancies could suffer, which could further reduce the return to our stockholders.

We depend on tenants for our revenue, and accordingly, lease terminations and/or tenant defaults could reduce our net income and limit our
ability to make distributions to our stockholders.

The success of our investments materially depends on the financial stability of our tenants. A default or termination by a significant tenant on its
lease payments to us would cause us to lose the revenue associated with such lease and require us to find an alternative source of revenue to
meet mortgage payments and prevent a foreclosure if the property is subject to a mortgage. In the event of a tenant default or bankruptcy, we
may experience delays in enforcing our rights as landlord and may incur substantial costs in protecting our investment and re-letting our
property. If significant leases are terminated or defaulted upon, we may be unable to lease the property for the rent previously received or sell the
property without incurring a loss. These events could cause us to reduce the amount of distributions to stockholders.

We rely on certain tenants.

As of December 31, 2006, our most substantial tenants based on annualized gross base rents were BP Amoco (approximately 6%), Leo Burnett
(approximately 5%), and NASA (approximately 4%). The revenues generated by the properties these tenants occupy are substantially reliant
upon the financial condition of these tenants and, accordingly, any event of bankruptcy, insolvency, or a general downturn in the business of any
of these tenants may result in the failure or delay of such tenant s rental payments, which may have a substantial adverse effect on our financial
performance.

Our inability to sell a property at the time we plan could limit our ability to pay cash distributions to our stockholders.

Index to Financial Statements 13



Edgar Filing: WELLS REAL ESTATE INVESTMENT TRUST INC - Form 10-K

General economic conditions, availability of financing, interest rates, and other factors, including supply and demand, all of which are beyond
our control, affect the real estate market. We may be unable to sell a property for the price, on the terms, or within the time frame we would like.
That inability could reduce our cash flow and cause our results of operations to suffer, limiting our ability to make distributions to stockholders.

Increases in property operating expenses may adversely affect your returns.

In the event that we experience significant increases in property operating expenses, including property taxes, insurance, and other costs at our
properties, that are not reimbursable by our tenants, our cash flow available for distribution to stockholders may be reduced.
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We may not have funding for future leasing costs.

When a tenant at one of our properties does not renew its lease or otherwise vacates its space in one of our buildings, it is likely that in order to
attract one or more new tenants, we will be required to expend substantial funds for tenant improvements, leasing commissions, and tenant
refurbishments to the vacated space. Substantially all of our net offering proceeds have been invested in real estate properties, and we do not
maintain permanent working capital reserves. We also have no identified funding source (other than our existing lines of credit) to provide funds
which may be required in the future for tenant improvements, leasing commissions, and tenant refurbishments in order to attract new tenants.
We cannot assure you that we will have proceeds from the sale of our dividend reinvestment plan shares or any sources of funding available to
us for such purposes in the future.

Uncertain market conditions and our advisors broad discretion relating to the future disposition of properties could adversely affect the return
on your investment.

We will generally hold our real properties until such time as our advisors determine that a sale or other disposition appears to be advantageous to
achieve our investment objectives or until it appears that such objectives will not be met. Otherwise, our advisors, subject to the approval of our
board of directors, may exercise their discretion as to whether and when to sell a property, and we will have no obligation to sell properties at
any particular time, except upon a potential liquidation of the Wells REIT if we do not list our shares by January 30, 2008, unless such date is
extended by an amendment to our articles of incorporation which would require a vote of our stockholders. We cannot predict with any certainty
the various market conditions affecting real estate investments that will exist at any particular time in the future. Due to the uncertainty of market
conditions that may affect the future disposition of our properties, we cannot assure you that we will be able to sell our properties at a profit in
the future. Accordingly, the extent to which you will receive cash distributions and realize potential appreciation on our real estate investments
will be dependent upon fluctuating market conditions.

Uninsured losses relating to real property or excessively expensive premiums for insurance coverage could reduce our net income.

We are subject to certain types of losses, generally catastrophic in nature, such as losses due to wars, acts of terrorism, earthquakes, floods,
hurricanes, pollution, or environmental matters, that are uninsurable or not economically insurable, or may be insured subject to limitations, such
as large deductibles or co-payments. Insurance risks associated with potential terrorism acts could sharply increase the premiums we pay for
coverage against property and casualty claims. Additionally, mortgage lenders in some cases have begun to insist that commercial property
owners purchase coverage against terrorism as a condition of providing mortgage loans. Such insurance policies may not be available at a
reasonable cost, if at all, which could inhibit our ability to finance or refinance our properties. In such instances, we may be required to provide
other financial support, either through financial assurances or self-insurance, to cover potential losses. We may not have adequate coverage for
such losses. If any of our properties incur a casualty loss that is not fully insured, the value of that asset will be reduced by such uninsured loss.
In addition, other than any working capital reserve or other reserves we may establish, we have no source of funding (other than our existing
lines of credit) to repair or reconstruct any uninsured damaged property. Also, to the extent we must pay unexpectedly large amounts for
insurance, we could suffer reduced earnings that would result in lower distributions to our stockholders.

Our operating results may suffer because of potential development and construction delays and resultant increased costs and risks.

We may acquire and develop properties, including unimproved real properties, upon which we will construct improvements. We will be subject
to uncertainties associated with re-zoning for development, environmental concerns of governmental entities and/or community groups, and our
builders ability to build in conformity with plans, specifications, budgeted costs, and timetables. If a builder fails to perform, we may resort to
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rescind the purchase or the construction contract or to compel performance. A builder s performance may also be affected or delayed by
conditions beyond the builder s control. Delays in completing construction could also give tenants the right to terminate preconstruction leases.
We may incur additional risks when we make periodic progress payments or other advances to builders before they complete construction.
These and other factors can result in increased costs of a project or loss of our investment. In addition, we will be subject to normal lease-up
risks relating to newly constructed projects. We also must rely on rental income and expense projections and estimates of the fair market value
of property upon completion of construction when agreeing upon a purchase price at the time we acquire the property. If our projections are
inaccurate, we may pay too much for a property, and our return on our investment could suffer.

Actions of our joint venture partners could reduce the returns on our joint venture investments.

We have entered into joint ventures with third parties to acquire, develop, or improve properties and will likely acquire additional properties
through joint venture arrangements. Such investments may involve risks not otherwise present with other methods of investment in real estate,
including, for example:

the possibility that our co-venturer in an investment might become bankrupt;

that such co-venturer may at any time have economic or business interests or goals that are or that become inconsistent with our
business interests or goals; or

that such co-venturer may be in a position to take action contrary to our instructions or requests or contrary to our policies or
objectives.

Any of the above might subject a property to liabilities in excess of those contemplated and thus reduce the returns to our investors.

Costs of complying with governmental laws and regulations may reduce our net income and the cash available for distributions to our
stockholders.

All real property and the operations conducted on real property are subject to federal, state, and local laws and regulations relating to
environmental protection and human health and safety. Some of these laws and regulations may impose joint and several liability on tenants,
owners, or operators for the costs to investigate or remediate contaminated properties, regardless of fault or whether the acts causing the
contamination were legal. In addition, the presence of hazardous substances, or the failure to properly remediate these substances, may hinder
our ability to sell, rent, or pledge such property as collateral for future borrowings.

Compliance with new laws or regulations or stricter interpretation of existing laws may require us to incur material expenditures. Future laws,
ordinances, or regulations may impose material environmental liability. Additionally, our tenants operations, the existing condition of land when
we buy it, operations in the vicinity of our properties such as the presence of underground storage tanks, or activities of unrelated third parties
may affect our properties. In addition, there are various local, state, and federal fire, health, life-safety, and similar regulations with which we
may be required to comply, and which may subject us to liability in the form of fines or damages for noncompliance. Any material expenditures,
fines, or damages we must pay will reduce our cash flow and ability to make distributions.
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Discovery of previously undetected environmentally hazardous conditions may decrease our revenues and limit our ability to make distributions.

Under various federal, state, and local environmental laws, ordinances, and regulations, a current or previous real property owner or operator
may be liable for the cost to remove or remediate hazardous or toxic substances on, under, or in such property. These costs could be substantial.
Such laws often impose liability whether or not the owner or operator knew of, or was responsible for, the presence of such hazardous or toxic
substances. Environmental laws also may impose restrictions on the manner in which property may be used or businesses
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may be operated, and these restrictions may require substantial expenditures or prevent us from entering into leases with prospective tenants that
may be impacted by such laws. Environmental laws provide for sanctions for noncompliance and may be enforced by governmental agencies or,
in certain circumstances, by private parties. Certain environmental laws and common law principles could be used to impose liability for release
of and exposure to hazardous substances, including asbestos-containing materials. Third parties may seek recovery from real property owners or
operators for personal injury or property damage associated with exposure to released hazardous substances. The cost of defending against
claims of liability, of complying with environmental regulatory requirements, of remediating any contaminated property, or of paying personal
injury claims could reduce the amounts available for distribution to our stockholders.

If we sell properties and provide financing to purchasers, defaults by the purchasers may decrease our cash flows and limit our ability to make
distributions.

In some instances, we may sell our properties by providing financing to purchasers. When we provide financing to purchasers, we will bear the
risk that the purchaser may default, which could negatively impact our cash dividends to stockholders. Even in the absence of a purchaser
default, the distribution of the proceeds of sales to our stockholders, or the reinvestment of proceeds in other assets, will be delayed until the
promissory notes or other property we may accept upon a sale are actually paid, sold, refinanced, or otherwise disposed of.

Risks Related to Ownership of Shares of Our Common Stock

There is no public trading market for our common stock; therefore, it will be difficult for our stockholders to sell their shares.

There is no current public market for our common stock as our common stock is not currently listed on a national securities exchange or quoted
on The NASDAQ Stock Market, Inc. Stockholders may not sell their shares unless the purchaser meets the applicable suitability and minimum
purchase requirements. Our charter also prohibits the ownership of more than 9.8% of our stock, unless exempted by our board of directors,
which may inhibit large investors from desiring to purchase our shares. Moreover, our share redemption program includes numerous restrictions
that limit a stockholder s ability to sell his or her shares to us, and our board of directors may amend, suspend or terminate our share redemption
program at any time upon 30 days notice. Therefore, it will be difficult for our stockholders to sell their shares promptly or at all. If a
stockholder is able to sell his or her shares, it would likely be at a substantial discount to the price he or she originally paid for such shares. It is
also likely that our shares would not be accepted as the primary collateral for a loan. Our shares of common stock should only be viewed as a
long-term investment due to the illiquid nature of our shares.

Our charter limits the number of shares a person may own, which may discourage a takeover that could otherwise result in a premium price to
our stockholders.

Our charter, with certain exceptions, authorizes our directors to take such actions as are necessary and desirable to preserve our qualification as a
REIT for federal income tax purposes. Unless exempted by our board of directors, no person may own more than 9.8% of our outstanding
common stock. This restriction may have the effect of delaying, deferring or preventing a change in control, including an extraordinary
transaction (such as a merger, tender offer, or sale of all or substantially all of our assets) that might otherwise provide a premium price for
holders of our common stock.
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Our charter permits our board of directors to issue stock with terms that may subordinate the rights of our common stockholders which may
discourage a third party from acquiring us in a manner that could result in a premium price to our stockholders.

Our board of directors may classify or reclassify any unissued common stock or preferred stock and establish the preferences, conversion or
other rights, voting powers, restrictions, limitations as to dividends and other distributions, qualifications and terms or conditions of redemption
of any such stock. Thus, our board of directors
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could authorize the issuance of preferred stock with terms and conditions that could have priority as to distributions and amounts payable upon
liquidation over the rights of the holders of our common stock. Such preferred stock could also have the effect of delaying, deferring, or
preventing a change in control, including an extraordinary transaction (such as a merger, tender offer or sale of all or substantially all of our
assets) that might otherwise provide a premium price to holders of our common stock.

If we are required to register as an investment company under the Investment Company Act of 1940 ( Investment Company Act ), the return to
our stockholders would be reduced; if we become an unregistered investment company, we could not continue our business.

We do not intend to register as an investment company under the Investment Company Act, as amended. If we were obligated to register as an
investment company, we would have to comply with a variety of substantive requirements under the Investment Company Act that impose,
among other things:

limitations on capital structure;

restrictions on specified investments;

prohibitions on transactions with affiliates; and

compliance with reporting, recordkeeping, voting, proxy disclosure and other rules and regulations that would significantly increase
our operating expenses.

In order to maintain our exemption from regulation under the Investment Company Act, we must engage primarily in the business of buying real
estate. To maintain compliance with the Investment Company Act exemption, we may need to sell assets we would otherwise wish to retain. In
addition, we may have to acquire additional income- or loss-generating assets that we might not otherwise have acquired or may have to forego
opportunities to acquire interests in companies that we would otherwise want to acquire and would be important to our investment strategy. If
we were required to register as an investment company but failed to do so, we would be prohibited from engaging in our business, and criminal
and civil actions could be brought against us. In addition, our contracts would be unenforceable unless a court required enforcement, and a court
could appoint a receiver to take control of us and liquidate our business.

Our stockholders have limited control over changes in our policies and operations, which increases the uncertainty and risks they face.

Our board of directors determines our major policies, including our policies regarding financing, growth, debt capitalization, and the level of
distributions to our stockholders. Our board of directors may amend or revise these and other policies without a vote of our stockholders. Under
Maryland General Corporation Law and our charter, our stockholders have a right to vote only on limited matters. Our board s broad discretion in
setting polici