Edgar Filing: WELLS REAL ESTATE INVESTMENT TRUST Il INC - Form POS AM

WELLS REAL ESTATE INVESTMENT TRUST II INC
Form POS AM

August 17, 2004
Table of Contents

As filed with the Securities and Exchange Commission on August 17, 2004

Registration No. 333-107066

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

POST-EFFECTIVE AMENDMENT NO. 5
TO
FORM S-11
REGISTRATION STATEMENT

Under

THE SECURITIES ACT OF 1933

Wells Real Estate Investment Trust 11, Inc.

(Exact name of registrant as specified in its charter)

6200 The Corners Parkway, Suite 250
Norcross, Georgia 30092
(770) 449-7800

(Address, including zip code, and telephone number, including area code, of the registrant s principal executive offices)

Table of Contents 1



Edgar Filing: WELLS REAL ESTATE INVESTMENT TRUST Il INC - Form POS AM

Leo F. Wells, IIT
President
Wells Real Estate Investment Trust II, Inc.
6200 The Corners Parkway, Suite 250
Norcross, Georgia 30092
(770) 449-7800

(Name, address, including zip code and telephone number, including area code, of agent for service)

Copies to:

Brad S. Markoff, Esq.

M. Hill Jeffries, Esq.

Robert H. Bergdolt, Esq.

Alston & Bird LLP

One Atlantic Center

1201 West Peachtree Street

Atlanta, Georgia 30309-3424

(404) 881-7000

Approximate date of commencement of proposed sale to public: As soon as practicable after the effectiveness of the registration statement.

Table of Contents



Edgar Filing: WELLS REAL ESTATE INVESTMENT TRUST Il INC - Form POS AM

Table of Conten

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of 1933, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. ~

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration number of the earlier effective registration statement for the same offering. ~

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration number of the earlier effective registration statement for the same offering. ~

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. ~

This Post-Effective Amendment No. 5 consists of the following:

1. The Registrant s final form of Prospectus dated November 26, 2003, previously filed pursuant to Rule 424(b)(4) on December 1,
2003 and refiled herewith.

2. Supplement No. 9 dated May 18, 2004 to the Registrant s Prospectus dated November 26, 2003, previously filed as part of
Post-Effective Amendment No. 4, which will be delivered as an unattached document and is refiled herewith.

3. Supplement No. 17 dated August 17, 2004 to the Registrant s Prospectus dated November 26, 2003, which will be delivered as an
unattached document along with the Prospectus dated November 26, 2003 and Supplement No. 9 dated May 18, 2004. Supplement
No. 17 supersedes and replaces all prior supplements to the Prospectus subsequent to Supplement No. 9 dated May 18, 2004.

4.  Part Il included herewith.
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WELLS REAL ESTATE INVESTMENT TRUST 11, INC.

Maximum Offering of 785,000,000 Shares of Common Stock

Minimum Offering of 250,000 Shares of Common Stock

Wells Real Estate Investment Trust II, Inc. is a newly organized Maryland corporation that intends to qualify as a REIT beginning with the
taxable year that will end December 31, 2003. We expect to use substantially all of the net proceeds from this offering to acquire and operate
commercial real estate primarily consisting of high quality, income-generating office and industrial properties leased to creditworthy companies
and governmental entities. Because we have not yet identified any specific properties to purchase, we are considered to be a blind pool.

We are offering up to 600,000,000 shares of common stock in our primary offering for $10 per share, with discounts available for certain

categories of purchasers as described in Plan of Distribution. We are also offering up to 185,000,000 shares to be issued pursuant to our dividend
reinvestment plan at a purchase price equal to the higher of $9.55 per share or 95% of the estimated value of a share of our common stock, as
estimated by our advisor or another firm we choose for that purpose.

See _Risk Factors beginning on page 21 to read about risks you should consider before buying shares of our
common stock. These risks include the following:

No public market currently exists for our shares of common We are dependent on our advisor to select investments and conduct
stock. If you are able to sell your shares, you would likely have to our operations. Adverse changes in the financial health of our advisor or
sell them at a substantial discount. our relationship with our advisor could adversely affect us.

We have no operating history nor do we currently own any Our advisor and its affiliates will face conflicts of interest, including
properties. We have not identified any properties to acquire with significant conflicts created by our advisor s compensation arrangements
proceeds from this offering. with us and similar programs sponsored by our advisor.

If we raise substantially less than the maximum offering, we may
not be able to invest in a diverse portfolio of properties and the value
of your investment may vary more widely with the performance of We will pay substantial fees and expenses to our advisor, its
specific properties. affiliates and participating broker-dealers, which payments increase the
risk that you will not earn a profit on your investment.

Neither the SEC, the Attorney General of the State of New York nor any other state securities regulator has approved or disapproved of
our common stock, determined if this prospectus is truthful or complete or passed on or endorsed the merits of this offering. Any
representation to the contrary is a criminal offense.
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The use of projections or forecasts in this offering is prohibited. No one is permitted to make any oral or written predictions about the
cash benefits or tax consequences you will receive from your investment.

Price
to Public*
Primary Offering
Per Share $ 10.00
Total Minimum $ 2,500,000

Total Maximum $ 6,000,000,000
Dividend Reinvestment Plan
Per Share $ 9.55

Total Maximum $ 1,766,750,000

Selling
Commissions*
$ 0.70
$ 175,000
$ 420,000,000
$ 0.4775
$ 88,337,500

Dealer
Manager
Fee*

$ 0.25

$ 62,500
$ 150,000,000

$
$

Net Proceeds

(Before Expenses)

$ 9.05
$ 2,262,500
$  5,430,000,000
$ 9.0725

$  1,678,412,500

*  The selling commissions and, in some cases, all or a portion of the dealer manager fee will not be charged with regard to shares sold to or
for the account of certain categories of purchasers. The reduction in these fees will be accompanied by a corresponding reduction in the per
share purchase price, except that all shares sold under the dividend reinvestment plan will be at the higher of $9.55 per share or 95% of the
estimated value of a share of our common stock. See Plan of Distribution.

The dealer manager of this offering, Wells Investment Securities, Inc., is our affiliate and will offer the shares on a best-efforts basis. The
minimum permitted purchase is generally $1,000. We will not sell any shares unless we sell a minimum of 250,000 shares to the public for $10
per share by November 26, 2004 (one year from the date of this prospectus). Pending satisfaction of this condition, all subscription payments
will be placed in an account held by the escrow agent, SouthTrust Bank, in trust for subscribers benefit, pending release to us. If we do not sell at
least 250,000 shares for $10 per share by November 26, 2004, we will return all funds in the escrow account (including interest), and we will

stop selling shares.

WELLS INVESTMENT SECURITIES, INC.
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SUITABILITY STANDARDS

The shares we are offering are suitable only as a long-term investment. Because there is no public market for the shares, you will have difficulty
selling your shares. In consideration of these factors, we require initial stockholders and subsequent purchasers to have either:

a net worth of at least $150,000; or

gross annual income of at least $45,000 and a net worth of at least $45,000.

In addition, we will not sell shares to investors in the states named below unless they meet special suitability standards.

California, lowa, Massachusetts, Michigan, Missouri, New Jersey and Tennessee - Investors must have either (1) a net worth of at least
$225,000, or (2) gross annual income of at least $60,000 and a net worth of at least $60,000.

Maine - Investors must have either (1) a net worth of at least $200,000, or (2) gross annual income of at least $50,000 and a net worth of at least
$50,000.

Iowa, Missouri, Ohio and Pennsylvania - In addition to the suitability requirements described above, investors must have a net worth of at
least 10 times their investment in us.

For purposes of determining suitability of an investor, net worth in all cases should be calculated excluding the value of an investor s home,
furnishings and automobiles. In the case of sales to fiduciary accounts, these suitability standards must be met by the fiduciary account, by the
person who directly or indirectly supplied the funds for the purchase of the shares if such person is the fiduciary or by the beneficiary of the
account.

Those selling shares on our behalf must make every reasonable effort to determine that the purchase of shares in this offering is a suitable and
appropriate investment for each stockholder based on information provided by the stockholder regarding the stockholder s financial situation and
investment objectives. See Plan of Distribution Suitability Standards for a detailed discussion of the determinations regarding suitability that we
require of all those selling shares on our behalf.

Table of Contents 6



Edgar Filing: WELLS REAL ESTATE INVESTMENT TRUST Il INC - Form POS AM

Table of Conten

TABLE OF CONTENTS

Suitability Standards
Questions and Answers About this Offering

Prospectus Summar

Wells Real Estate Investment Trust I1. Inc
Our Advisor

Our Management

Our REIT Status

Summary Risk Factors

Description of Real Estate Investments
Estimated Use of Proceeds of Offerin
Investment Objectives

Conflicts of Interest

Prior Offering Summar

The Offerin;

Compensation to Wells Capital and its Affiliates

Dividend Policy

Listing

Dividend Reinvestment Plan

Proposed Share Redemption Program

Wells Operating Partnership II. L..P.

ERISA Considerations

Description of Shares

Risk Factors

Risks Related to an Investment In Us

There is no public trading market for vour shares: therefore, it will be difficult for yvou to sell your shares

If we are unable to find suitable investments. we may not be able to achieve our investment objectives or pay dividends

We may suffer from delays in locating suitable investments, which could adversely affect our ability to make distributions and
the value of your investment

Because this is a blind pool offering. vou will not have the opportunity to evaluate our investments before we make them, which
makes your investment more speculative

If we are unable to raise substantial funds. we will be limited in the number and type of investments we may make. and the value
of your 1nvestment in us w111 ﬂuctuate with the performance of the spec1fic propertles we acquire

ur loss of or inability to obtain key personnel could delay or hinder implementation of our investment strategies. which could

adversely affect our ability to make distributions and the value of your investment
ur rights and the rights of our stockholders to recover claims against our independent directors are limited. which could reduce

your and our recovery against them if they negligently cause us to incur losses
Risks Related to Conflicts of Interest
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and such conflicts may not be resolved in our favor, which could adversely affect our investment opportunities and hence our
ability to pay leldend

affiliates. which could hinder our ability to successfully implement our business strategy and to generate returns to you
Wells Capital and its affiliates. including our officers and some of our directors. will face conflicts of interest caused b
compensation arrangements with us and other Wells-sponsored programs, which could result in actions that are not in the
long-term best interests of our stockholders

ur board s loyalties to Wells REIT 1 (and possibly to future Wells-sponsored programs) could influence its judgment
Our operating performance could suffer if Wells Capital incurs significant losses. including those losses that may result from
being the general partner of other entities
There is no separate counsel for our affiliates and us. which could result in conflicts of interest and our pursuit of actions not in
our stockholders best interests
Risks Related to This Offering and Qur Corporate Structure
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 permits our board of directors to issue stock with terms that may subordinate the rights of our common
stockholders or discourage a third party from acquiring us in a manner that could result in a premium price to our stockholders
Your investment return may be reduced if we are required to register as an investment company under the Investment Company
Act: if we become an unregistered investment company, we could not continue our business
You will have limited control over changes in our policies and operations
You may not be able to sell your shares under the proposed share redemption program
The offering price was not established on an independent basis; the actual value of vour investment may be substantially less than
what vou pay
Because the dealer manager is one of our affiliates. you will not have the benefit of an independent review of us or the prospectus

customarily undertaken in underwritten offerings
Your interest in us will be diluted if we issue additional shares

Payment of fees to Wells Capital and its affiliates will reduce cash available for investment and distribution
We may be unable to pay or maintain cash distributions or increase distributions over time
Adverse economic and geopolitical conditions could negatively affect our returns and profitability

If we are unable to obtain funding for future capital needs. cash distributions to our stockholders and the value of our
investments could decline
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You may be more likely to sustain a loss on vour investment because our promoters do not have as strong an economic incentive
to avoid losses as do promoters who have made significant equity investments in their company

General Risks Related To Investments In Real Estate

Economic and regulatory changes that impact the real estate market may adversely affect our operating results and the value of
our real estate properties

Properties that have significant vacancies could be difficult to sell, which could diminish the return on vour investment

We depend on tenants for our revenue, and lease terminations could reduce our distributions to our stockholders

Our inability to sell a property when we want could adversely impact our ability to pay cash distributions to vou

Uninsured losses relating to real property or excessively expensive premiums for insurance coverage may adversely affect your

returns

and risks

ompetition with third parties in acquirin
your investment

ncertain market conditions relating to the future dis
Actions of our joint venture partners could negatively impact our performance
Costs of complying with governmental laws and regulations may adversely affect our income and the cash available for any
distributions
Discovery of previously undetected environmentally hazardous conditions may adversely affect our cash flows
If we sell properties and provide financing to purchasers. defaults by the purchasers would adversely affect our cash flows
Risks Associated with Debt Financing
We may incur mortgage indebtedness and other borrowings, which may increase our business risks
High mortgage rates may make it difficult for us to finance or refinance properties. which could reduce the number of properties
we can acquire and the amount of cash distributions we can make
Lenders may require us to enter into restrictive covenants relating to our operations, which could limit our ability to make
distributions to our stockholders

Increases in interest rates could increase the amount of our debt payments and adversely affect our ability to pay dividends to
our stockholders

We have broad authority to incur debt, and high debt levels could hinder our ability to make distributions and could decrease the
value of your investment

Section 1031 Exchange Program Risks

We may have increased exposure to liabilities from litigation as a result of our participation in the Section 1031 Exchange
Program

We will be subject to risks associated with co-tenancy arrangements that are not otherwise present in a real estate investment
Our participation in the Section 1031 Exchange Program may limit our ability to borrow funds in the future

Federal Income Tax Risks
Failure to qualify as a REIT would adversely affect our operations and our ability to make distributions
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Certain fees paid to Wells OP I may cause us to lose our REIT status

Recharacterization of transactions under the Section 1031 Exchange Program may result in a 100% tax on income from a
prohibited transaction, which would diminish our cash distributions to our stockholders

Recharacterization of sale-leaseback transactions may cause us to lose our REIT status

You may have current tax liability on distributions you elect to reinvest in our common stock

In certain circumstances. we may be subject to federal and state income taxes as a REIT. which would reduce our cash available
for distribution to you

Legislative or regulatory action tax changes could adversely affect you

Retirement Plan Risks

If you fail to meet the fiduciary and other standards under ERISA or the Internal Revenue Code as a result of an investment in

our stock, you could be subject to criminal and civil penalties
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QUESTIONS AND ANSWERS ABOUT THIS OFFERING

Below we have provided some of the more frequently asked questions and answers relating to an offering of this type. Please see the Prospectus
Summary and the remainder of this prospectus for more detailed information about this offering.

Q: What is a REIT?

A: In general, a REIT is a company that:

combines the capital of many investors to acquire or provide financing for real estate properties;

allows individual investors to invest in a large-scale diversified real estate portfolio through the purchase of interests, typically shares,
in the REIT;

is required to pay dividends to investors of at least 90% of its taxable income; and

avoids the double taxation treatment of income that would normally result from investments in a corporation because a REIT does not
generally pay federal corporate income taxes on its net income, provided certain income tax requirements are satisfied.

Q:  What is Wells Real Estate Investment Trust II, Inc.?

A:  Wells Real Estate Investment Trust II, Inc. is a newly organized Maryland corporation that intends to qualify as a REIT beginning with the
taxable year that will end December 31, 2003. We expect to use substantially all of the net proceeds from this offering to acquire and
operate commercial real estate primarily consisting of high quality, income-generating office and industrial properties leased to
creditworthy companies and governmental entities. We may also invest in entities that make similar investments. We were incorporated in
the State of Maryland in July 2003.

Q:  What is your relationship to Wells Real Estate Investment Trust, Inc.?

A:  Wells Real Estate Investment Trust, Inc., which we refer to as Wells REIT I, is a separate REIT from us. However, we have a common
advisor, Wells Capital, Inc., and some of our directors and all of our officers are also directors and officers of Wells REIT I.

Q:  Are there any risks involved in an investment in your shares?
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A: Aninvestment in our shares involves significant risk. You should read the Risk Factors section of this prospectus beginning on page 21.
That section contains a detailed discussion of material risks that you should consider before you invest in the common stock we are selling
with this
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prospectus. Some of the more significant risks relating to an investment in our shares include the following:

No public market currently exists for our shares of common stock. If you are able to sell your shares, you would likely have to sell
them at a substantial discount from their public offering price.

We have no operating history, nor do we currently own any properties. We have not identified any properties to acquire with proceeds
from this offering.

If we raise substantially less than the maximum offering, we may not be able to invest in a diverse portfolio of properties, and the
value of your investment may vary more widely with the performance of specific properties.

We are dependent on our advisor to select investments and conduct our operations; thus, adverse changes in the financial health of our
advisor or our relationship with our advisor could adversely affect us.

We will pay substantial fees and expenses to our advisor, its affiliates and participating broker-dealers, which payments increase the
risk that you will not earn a profit on your investment.

Our advisor and its affiliates will face conflicts of interest, including significant conflicts created by our advisor s compensation
arrangements with us and other Wells-sponsored programs.

Who is your advisor?

Wells Capital is our advisor. Wells Capital was incorporated in the State of Georgia in 1984. As of September 30, 2003, Wells Capital had
sponsored or advised public real estate programs that had raised approximately $4.3 billion from approximately 119,000 investors and that
owned and operated more than 22 million square feet of commercial real estate properties.

What will the advisor do?

Wells Capital, as our advisor, will manage our daily affairs and make recommendations on all property acquisitions to our board of
directors. We expect that a committee of our board of directors comprised of all of our independent directors will exercise its right to
approve or reject all proposed property acquisitions. Wells Capital will also provide asset management, marketing, investor relations and
other administrative services on our behalf.

How will Wells Capital select potential properties for acquisition?

Wells Capital will generally seek to acquire high quality office and industrial buildings located in densely populated metropolitan markets
leased to creditworthy companies and governmental entities. Current tenants of public real estate programs sponsored or advised by Wells
Capital
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include The Coca-Cola Company, State Street Bank, AT&T, Siemens Automotive, PricewaterhouseCoopers, Novartis and SYSCO
Corporation.

To find properties that best meet our selection criteria for investment, Wells Capital s property acquisition team will study regional demographics
and market conditions and interview local brokers to gain the practical knowledge that these studies sometimes lack. An experienced

commercial construction engineer will inspect the structural soundness and the operating systems of each building, and an environmental firm
will investigate all environmental issues to ensure each property meets our quality specifications.

Q:  What conflicts of interest will your advisor face?
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