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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K

CURRENT REPORT

Pursuant to Section 13 OR 15(d) of The Securities Exchange Act of 1934

Date of Report (Date of earliest event reported) February 13, 2007

SunTrust Banks, Inc.
(Exact name of registrant as specified in its charter)

Georgia 001-08918 58-1575035
(State or other jurisdiction

of incorporation)

(Commission File Number) (IRS Employer

Identification No.)

303 Peachtree St., N.E., Atlanta, Georgia 30308
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code (404) 588-7711

Not Applicable

(Former name or former address, if changed since last report)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of
the following provisions (see General Instruction A.2. below):
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¨ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

¨ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

¨ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

¨ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

On February 13, 2007, the Board of Directors of SunTrust Banks, Inc. (the �Company� or the �Registrant�) (1) approved certain amendments to the
Company�s pension plans, (2) approved an enhancement to the Company�s 401(k) Plan match for affected employees, and (3) eliminated the early
retirement subsidy for the Retiree Health Plan for certain future retirees. This action was taken, in part, to make the retirement program
financially sustainable over the long term by stabilizing the volatility of the pension expense while providing a program of value to employees
that will enhance the Company�s competitiveness in the marketplace. At the Board�s request, the Director of Human Resources and appropriate
administrative committees will prepare formal plan amendments to reflect the Board�s decisions, which are described below:

SunTrust Banks, Inc. Retirement Plan (the qualified �Retirement Plan�)

Retirement Plan participants who are Company employees as of December 31, 2007 (�Affected Participants�) will cease to accrue additional
benefits under the existing pension benefit formula after that date and all their accrued benefits will be frozen. Beginning January 1, 2008,
Affected Participants who have fewer than 20 years of service and future participants will accrue future pension benefits under a cash balance
formula that provides compensation and interest credits to a personal pension account. Affected Participants with 20 or more years of service as
of December 31, 2007 will be given the opportunity to choose between continuing a traditional pension benefit accrual under a reduced formula
or participating in the new personal pension account. Effective January 1, 2008, the vesting schedule will also change from the current 5-year
cliff to a 3-year cliff for participants employed by the Company on and after that date.

SunTrust Banks, Inc. 401(k) Excess Plan, SunTrust Banks, Inc. ERISA Excess Plan, SunTrust Banks, Inc. Supplemental Executive Retirement
Plan (the �Nonqualified Executive Plans�)

Participants in the Nonqualified Executive Plans who are Company employees after December 31, 2007 will accrue benefits under benefit
formulas that are amended to mirror the revised benefit formulas of the qualified plans.

SunTrust Banks, Inc. 401(k) Plan (the �401(k) Plan�)

Effective January 1, 2008, the Company matching contribution under the 401(k) Plan will be increased to 100% of the first 5% of eligible pay
that a participant, including an executive participant, elects to defer to this Plan, subject to such limitations as may be imposed by the Plan and
applicable laws and regulations.

SunTrust Banks, Inc. Retiree Health Plan (�Retiree Health Plan�)

Effective January 1, 2010, the Company will discontinue its subsidy of medical coverage for retirees under age 65 unless such retirees have
attained at least age 55 with 10 years of service before January 1, 2010.
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Item 8.01 Other Events.
The Registrant made two immaterial amendments to certain nonqualified deferred compensation plans. First, on December 22, 2005, the
Registrant amended certain of its compensation plans in order to facilitate its compliance with Internal Revenue Code Section 409A. Pursuant to
IRS Notice 2005-1, such amendments became effective as of January 1, 2005. Next, on November 14, 2006, the Registrant again amended
certain of its nonqualified deferred compensation plans in order to facilitate its compliance with revised rules issued under proposed regulations
for Section 409A. Both amendments are furnished as exhibits 10.1 and 10.2 to this Current Report on Form 8-K and are incorporated by
reference into this Item 8.01. In both cases, the amendments were to each of the following plans:

SunTrust 401(k) Excess Plan

National Commerce Financial Corporation Equity Investment Plan

SunTrust Banks, Inc. Supplemental Executive Retirement Plan

SunTrust Banks, Inc. ERISA Excess Plan

Crestar Supplemental Executive Retirement Plan

National Commerce Financial Corporation Supplemental Executive Retirement Plan

SunTrust Banks, Inc. Deferred Compensation Plan

National Commerce Bancorporation Deferred Compensation Plan

SunTrust Banks, Inc. Directors Deferred Compensation Plan

National Commerce Financial Corporation Director�s Fees Deferral Plan

SunTrust Banks, Inc. 2000 Stock Plan

SunTrust Banks, Inc. 2004 Stock Plan

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits

10.1 Amendment to certain SunTrust Banks, Inc. and affiliate nonqualified deferred compensation plans effective January 1, 2005.

10.2 Amendment to certain SunTrust Banks, Inc. and affiliate nonqualified deferred compensation plans effective November 14, 2006.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

SUNTRUST BANKS, INC.
    (Registrant)

Date: February 16, 2007. By: /s/ David A. Wisniewski
David A. Wisniewski,
Group Vice President

TD VALIGN="bottom" ALIGN="right">81,750

80 M Street

June 29, 2004 Washington, D.C. 275,000 100%  �  Office 100%  105,000

One West Fourth Street

July 23, 2004 Winston-Salem, NC 431,000 100%  46,158 Office 95%  77,700

3333 Finley Road (2)

August 4, 2004 Downers Grove, IL 207,000 100%  �  Office 100%  47,979

1501 Opus Place (2)

August 4, 2004 Downers Grove, IL 115,000 100%  �  Office 100%  24,796

2500 Windy Ridge (Wildwood Buildings)

September 20, 2004 Atlanta, GA 317,000 100%  32,000 Office 100%  63,630

4100-4300 Wildwood (Wildwood Buildings)

September 20, 2004 Atlanta, GA 250,000 100%  25,000 Office 100%  49,240

4200 Wildwood (Wildwood Buildings)

September 20, 2004 Atlanta, GA 265,000 100%  33,000 Office 100%  59,630

Emerald Point

October 14, 2004 Dublin, CA 194,000 100%  �  Office 100%  44,000

800 North Frederick (2)

October 22, 2004 Gaithersburg, MD 393,000 100%  46,400 Office 100%  79,000

The Corridors III

November 1, 2004 Downers Grove, IL 222,000 100%  �  Office 89%  40,447
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Highland Landmark III (3)

December 28, 2004 Downers Grove, IL 269,000 95%  33,840 Office 95%  52,650

180 Park Avenue 105

March 14, 2005 Florham Park, NJ 222,000 100%  �  Office 84%  53,500

8990 Duke Blvd. (Governor�s Pointe Buildings)

March 17, 2005 Mason, OH 78,000 100%  �  Office 100%  11,600

4241 Irwin Simpson Road (Governor�s Pointe Buildings)

March 17, 2005 Mason, OH 224,000 100%  �  Office 100%  29,900

5995 Opus Parkway (2)

April 5, 2005 Minnetonka, MN 165,000 100%  �  Office 100%  22,700

215 Diehl Road

April 19, 2005 Naperville, IL 162,000 100%  21,000 Office 100%  30,254

100 East Pratt

May 12, 2005 Baltimore, MD 656,000 100%  105,000 Office 96%  207,500

College Park Plaza

June 21, 2005 Indianapolis, IN 179,000 100%  �  Office 100%  26,953

180 E. 100 South (2)

July 6, 2005 Salt Lake City, UT 218,000 100%  �  Office 100%  46,500

One Robbins Road (2)(4) (Nashoba Buildings)

August 18, 2005 Westford, MA 298,000 99%  12,556 Office 100%  50,492

Four Robbins Road (2)(4) (Nashoba Buildings)

August 18, 2005 Westford, MA 160,000 99%  10,444 Office 100%  42,000

Baldwin Point

August 26, 2005 Orlando, FL 165,000 100%  �  Office 99%  28,700

1900 University Circle (University Circle Buildings)

September 20, 2005 East Palo Alto, CA 143,000 100%  �  Office 100%  115,773
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Property Acquisition Date Location Square Feet
Ownership
percentage Encumbrances

Property

Type
Percent
Leased

Contract
Price (1)

1950 University Circle
(University Circle
Buildings)

September 20,
2005 East Palo Alto, CA 165,000 100% �  Office 98% 100,607

2000 University Circle
(University Circle
Buildings)

September 20,
2005 East Palo Alto, CA 143,000 100% �  Office 100% 82,638

919 Hidden Ridge (2)

(MacArthur Ridge I
building)

November 15,
2005 Irving, TX 250,000 100% �  Office 100% 45,200

5 Houston Center December 20,
2005 Houston, TX 581,000 100% 90,000 Office 97% 166,000

Key Center Tower (5)(6)

(Key Center Complex)
December 22,
2005 Cleveland, OH 1,321,000 50% �  Office 94% 275,711

Key Center Marriott (5)

(Key Center Complex)
December 22,
2005 Cleveland, OH 310,000 50% �  Hotel N/A 40,000

Tampa Commons December 27,
2005 Tampa, FL 255,000 100% �  Office 91% 49,083

2000 Park Lane December 27,
2005 North Fayette, PA 231,000 100% �  Office 100% 29,500

LakePointe December 28,
2005 Charlotte, NC 112,000 100% �  Office 88% 23,118

LakePointe 3 (7) April 7, 2006 Charlotte, NC 111,000 100% �  Office 84% 9,958
One SanTan April 18, 2006 Chandler, AZ 134,000 100% 18,000 Office 100% 32,113
Two SanTan April 18, 2006 Chandler, AZ 134,000 100% 21,000 Office 86% 27,091
263 Shuman Boulevard July 20, 2006 Naperville, IL 354,000 100% 49,000 Office 100% 55,318
11950 Corporate
Boulevard August 9, 2006 Orlando, FL 227,000 100% �  Office 100% 44,000
Edgewater Corporate
Center

September 6,
2006 Lancaster, SC 180,000 100% �  Office 100% 35,502

4300 Centreway Place September 19,
2006 Arlington, TX 139,000 100% �  Office 100% 19,250

80 Park Plaza September 21,
2006 Newark, NJ 1,027,000 100% 51,275 Office 100% 147,500

International Financial
Tower October 31, 2006 Jersey City, NJ 630,000 100% �  Office 100% 193,600
Sterling Commerce December 21,

2006 Irving, TX 309,000 100% �  Office 95% 62,000
One Century Place January 1, 2007 Nashville, TN 539,000 100% �  Office 97% 72,000
120 Eagle Rock March 27, 2007 East Hanover, NJ 178,000 100% �  Office 95% 34,500
East Foothills
Boulevard July 11, 2007 Pasadena, CA 265,000 100% �  Office 100% 116,000
7031 Columbia
Gateway July 12, 2007 Columbia, MD 248,000 100% �  Office 100% 62,100
Cranberry Woods
Drive(8) August 1, 2007

Cranberry
Township, PA �  100% �  Office N/A 14,594

222 East 41st Street August 17, 2007 New York, NY 372,000 100% 137,033 Office 100% 319,800
Bannockburn Lake III September 10,

2007 Bannockburn, IL 106,000 100% �  Office 100% 20,164
1200 Morris Drive September 14,

2007 Wayne, PA 114,000 100% �  Office 100% 29,250
South Jamaica Street September 26,

2007 Englewood, CO 478,000 100% �  Office 100% 138,491
15815 25th Avenue
West

November 5,
2007 Lynnwood, WA 87,000 100% �  Office 100% 23,800

Lynnwood, WA 69,000 100% �  Office 0% 11,200
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16201 25th Avenue
West

November 5,
2007

13655 Riverport Drive February 1, 2008 St. Louis, MO 189,000 100% �  Office 100% 31,620
11200 West Parkland
Avenue March 3, 2008 Milwaukee, WI 230,000 100% �  Office 100% 23,600
Lenox Park May 8, 2008 Atlanta, GA 1,040,000 100% �  Office 100% 275,250

Total 18,476,000 $ 806,706 $ 4,296,127

(1) Contract price excludes related closing costs and acquisition fees paid to Wells Capital.
(2) This property is managed by an affiliate.
(3) Owned by a joint venture in which we hold 95% ownership interest.
(4) Owned by a joint venture in which we hold 99% ownership interest.
(5) Owned by a joint venture in which we hold 50% ownership interest; however, we are entitled to all the benefits of ownership of the Key

Center Complex, including the right to receive all net cash flow derived from the operation of the Key Center Complex, excluding a de
minimis amount of revenue derived from the operation of the hotel.

(6) This property is owned subject to a long-term ground lease.
(7) Land was purchased in December 2005; however, construction of the building was completed in April 2006.
(8) Land was purchased in August 2007 and construction in still in progress.
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The tables below include statistics for properties that we own directly as well as through our consolidated joint ventures. The following table
shows lease expirations of our office and industrial properties as of June 30, 2008, and during each of the next ten years and thereafter. This
table assumes no exercise of renewal options or termination rights.

Year of Lease Expiration

2008 Annualized

Gross Base Rent
(in thousands)

Rentable Square

Feet Expiring
(in thousands)

Percentage of
2008 Annualized
Gross Base Rent

Vacant $ �  646 0%
2008 4,965 78 1%
2009 9,127 816 2%
2010 35,605 1,472 9%
2011 39,913 1,233 10%
2012 38,965 1,465 10%
2013 25,626 1,169 6%
2014 25,017 969 6%
2015 31,001 1,855 8%
2016 50,646 2,036 13%
2017 78,271 3,571 19%
Thereafter 64,632 3,153 16%

$ 403,768 18,463 100%

The following table shows the geographic diversification of our office and industrial properties as of June 30, 2008.

Location

2008 Annualized
Gross Base Rent
(in thousands)

Rentable

Square Feet
(in thousands)

Percentage of

2008 Annualized
Gross Base Rent

Atlanta $ 49,555 2,817 12%
N. New Jersey 41,295 2,442 10%
Cleveland 36,220 1,631 9%
San Jose 29,084 451 7%
Baltimore 24,872 904 6%
Houston 24,626 841 6%
Chicago 24,359 1,427 6%
New York 22,264 391 6%
D.C. 18,501 669 5%
Los Angeles 17,624 575 4%
Dallas 14,975 701 4%
Winston Salem 14,216 431 4%
Boston 11,895 706 3%
Other* 74,282 4,477 18%

$ 403,768 18,463 100%

* No more than 3% is attributable to any individual geographic location.
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The following table shows the tenant industry diversification of our office and industrial properties as of June 30, 2008.

Industry

2008 Annualized
Gross Base Rent
(in thousands)

Rentable

Square Feet
(in thousands)

Percentage of

2008 Annualized
Gross Base Rent

Legal Services $ 68,698 1,543 17%
Depository Institutions 56,293 2,064 14%
Communication 38,512 2,154 10%
Business Services 28,074 1,131 7%
Security and Commodity Brokers 24,002 734 6%
Industrial Machinery & Equipment 19,089 1,044 5%
Electronic Equipment 18,868 1,393 5%
Engineering & Management 17,330 1,074 4%
Insurance Carriers 16,662 939 4%
Electric, Gas & Sanitary Services 13,793 1,308 3%
Transportation Equipment 13,522 400 3%
Chemicals & Allied Products 11,410 441 3%
Other* 77,515 4,238 19%

$ 403,768 18,463 100%

* No more than 3% is attributable to any individual tenant industry.
The following table shows the tenant diversification of our office and industrial properties as of June 30, 2008.

Tenant

2008 Annualized

Gross Base Rent
(in thousands)

Percentage of

2008 Annualized
Gross Base Rent

AT&T $ 28,908 7%
Key Bank 20,633 5%
Jones Day 18,125 4%
T. Rowe Price 13,697 3%
Pershing 11,288 3%
Womble Carlyle 8,635 2%
PSE&G 8,614 2%
Northrop Grumman 8,010 2%
Bingham, McCutchen, LLP 7,949 2%
General Electric 7,701 2%
Other* 270,208 68%

$ 403,768 100%
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* No more than 2% is attributable to any individual tenant.
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Subsequent Acquisitions

Subsequent to June 30, 2008, we acquired the following additional properties (dollars in thousands):

Property
Acquisition

Date Location
Square

Feet
Ownership
percentage Encumbrances

Property
Type

Percent
Leased

Contract
Price

Lindbergh Center
Buildings July 1, 2008 Atlanta, GA 955,000 100% $ �  Office 100% $ 285,000
Three Glenlake Building July 31, 2008 Sandy Springs, GA 356,000 95% $ 25,000 Office 100% $ 100,600
1580 West Nursery Road
Buildings September 5, 2008 Linthicum, MD 315,350 100% $ 19,800 Office 100% $ 97,600
Competition

As we purchase properties to build our portfolio, we are in competition with other potential buyers for the same properties, which may result in
an increase in the amount we must pay to acquire a property or may require us to locate another property that meets our investment criteria.
Leasing of real estate is also highly competitive in the current market, and we will experience competition for tenants from owners and managers
of competing projects. As a result, we may have to provide rent concessions, incur charges for tenant improvements or offer other inducements
to enable us to timely lease vacant space, all of which may have an adverse impact on our results of operations. At the time we elect to dispose
of our properties, we will also be in competition with sellers of similar properties to locate suitable purchasers.

Insurance

We believe that our properties are adequately insured.
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SELECTED FINANCIAL DATA

The following selected financial data for the six months ended June 30, 2008 and 2007, the years ended December 31, 2007, 2006, 2005, 2004
and the period from inception (July 3, 2003) to December 31, 2003 should be read in conjunction with the consolidated financial statements and
related notes included herein by reference (amounts in thousands, except per-share data).

June 30, 2008 June 30, 2007 December 31, 2007 December 31, 2006 December 31, 2005 December 31, 2004December 31, 2003
Total assets $ 4,595,477 $ 3,580,929 $ 4,102,158 $ 3,288,225 $ 2,688,883 $ 1,155,765 $ 1,652
Total stockholders�
equity $ 2,467,914 $ 2,627,718 $ 2,287,920 $ 2,268,020 $ 1,659,754 $ 677,115 $ 1
Outstanding debt $ 974,216 $ 704,894 $ 928,297 $ 774,523 $ 832,402 $ 350,505 �  
Outstanding
long-term debt $ 883,232 $ 704,498 $ 729,634 $ 756,727 $ 810,976 $ 233,977 �  
Obligations under
capital leases $ 294,000 $ 78,000 $ 78,000 $ 78,000 $ 78,000 $ 78,000 �  

Six Months
Ended

June 30, 2008

Six Months
Ended

June 30, 2007

Year Ended
December 31,

2007

Year Ended
December 31,

2006

Year Ended
December 31,

2005

Year Ended

December 31,
2004

Period from
Inception

(July 3, 2003) to
December 31, 2003

Total revenues $ 250,072 $ 203,907 $ 433,150 $ 327,716 $ 164,454 $ 50,701 �  
Net income (loss) $ 11,484 $ 5,066 $ (4,668) $ 11,268 $ 12,521 $ (4,562) �  

Cash flows from
operations(2) $ 107,218 $ 86,028 $ 197,160 $ 151,084 $ 76,351 $ 22,722 $ (44)
Cash flows used in
investing activities (2) $ (371,563) $ (143,413) $ (963,561) $ (682,478) $ (1,262,128) $ (919,658) �  
Cash flows provided
by (used in)
financing activities(2) $ 258,388 $ 302,389 $ 767,813 $ 542,142 $ 1,200,253 $ 917,655 $ 201
Dividends paid $ 115,413 $ 89,970 $ 194,837 $ 140,260 $ 80,586 $ 16,613 �  

Per weighted-average
common share data:
Net income (loss) �
basic and diluted $ 0.03 $ 0.02 $ (0.01) $ 0.05 $ .09 $ (0.15) $ (4.70)
Dividends declared $ 0.30 $ 0.30 $ 0.60 $ 0.60 $ 0.60 $ 0.49 �  
Weighted-average
common shares
outstanding 388,108 304,173 328,615 237,373 139,680 31,372 �  

(1) See �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Funds From Operations,�
incorporated by reference to our annual report on Form 10-K for the year ended December 31, 2007, for information regarding
why we present funds from operations and for a reconciliation of this non-GAAP financial measure to net income.

(2) Prior period amounts adjusted to conform with current period presentation.
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FEDERAL INCOME TAX CONSIDERATIONS

The following summary describes the material federal income tax considerations to us and our stockholders relating to this registration statement
and our treatment as a REIT. The summary is not intended as a detailed description of the federal income tax consequences applicable to a
particular stockholder in view of such stockholder�s particular circumstances, nor is it intended as a detailed description of the federal income tax
consequences applicable to certain types of stockholders subject to special treatment under the federal income tax laws (such as insurance
companies, financial institutions, broker-dealers and, except to the extent discussed below, tax-exempt organizations and non-U.S. persons).
This summary does not address state, local or non-U.S. tax considerations. Also, this summary deals only with our stockholders who hold
common stock as �capital assets� within the meaning of Section 1221 of the Internal Revenue Code (the �Code�).

We base the information in this section on the current Code, current, temporary and proposed Treasury regulations, the legislative history of the
Code, current administrative interpretations of the Internal Revenue Service (the �IRS�), including its practices and policies as endorsed in private
letter rulings, which are not binding on the IRS, and existing court decisions. Future legislation, regulations, administrative interpretations and
court decisions could change current law or adversely affect existing interpretations of current law. Any change could apply retroactively. We
have not obtained any rulings from the IRS concerning the tax treatment of the matters discussed below. Thus, it is possible that the IRS could
challenge the statements in this discussion, which do not bind the IRS or the courts, and that a court could agree with the IRS.

Each investor is advised to consult his or her own tax advisor regarding the tax consequences to him or her of the purchase, ownership
and sale of the offered stock, including the federal, state, local, non-U.S. and other tax consequences of such purchase, ownership or sale
and of potential changes in applicable tax laws.

Federal Income Taxation of the Company

We have elected to be taxed as a REIT under the Code effective for the taxable year ending December 31, 2003. We believe that beginning with
that taxable year we have been organized and have operated in such a manner as to qualify for taxation as a REIT under the Code, and we intend
to continue to operate in such manner. We can provide no assurance, however, that we have operated or will operate in a manner so as to qualify
or remain qualified as a REIT.

The sections of the Code relating to qualification and operation as a REIT are highly technical and complex. The following discussion sets forth
the material aspects of the Code sections that govern the federal income tax treatment of a REIT and its stockholders. This summary is qualified
in its entirety by the applicable Code provisions, relevant rules and regulations and administrative and judicial interpretations of Code provisions
and regulations. We have not requested a ruling from the IRS with respect to any issues relating to our qualification as a REIT. Therefore, we
can provide no assurance that the IRS will not challenge our REIT status.

DLA Piper LLP (US) is acting as tax counsel to us in connection with this offering. DLA Piper LLP (US) has rendered an opinion to us that,
commencing with our taxable year ending December 31, 2003, we were organized in conformity with the requirements for qualification and
taxation as a REIT and our proposed method of operation will allow us to continue to meet the requirements for qualification and taxation as a
REIT under the Code. This opinion represents DLA Piper LLP (US)�s legal judgment based on (i) the law in effect as of the date of this
prospectus and (ii) our representations as of that date with respect to factual matters concerning our business operations and our properties. DLA
Piper
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LLP (US) will not independently verify these facts and will not review our compliance with REIT qualification standards on an ongoing basis.
In addition, our qualification as a REIT depends, among other things, upon our meeting the various qualification tests imposed by the Code
discussed below, including through annual operating results, asset diversification, distribution levels and diversity of stock ownership each year.
Accordingly, because our satisfaction of such requirements will depend upon future events, including the final determination of our financial and
operational results, we can give you no assurance that we will satisfy the REIT requirements on a continuing basis.

If we qualify as a REIT, we generally will not be subject to federal income tax on the income that we distribute to our stockholders each year. To
the extent that we are not subject to income tax on the income we distribute, we will avoid �double taxation,� or taxation at both the corporate and
stockholder levels, which generally results from owning stock in a corporation. However, we will be subject to federal tax in the following
circumstances:

First, we will be taxed at regular corporate rates on our undistributed REIT taxable income, including undistributed net capital gains.

Second, we may be subject to the �alternative minimum tax� on our items of tax preference.

Third, we will be subject to tax at the highest corporate income tax rate on net income from �foreclosure property� (generally property we acquire
through foreclosure or after default on a loan secured by the property or a lease of the property) held primarily for sale to customers in the
ordinary course of business and other non-qualifying income from foreclosure property.

Fourth, if we have net income from prohibited transactions (which are, in general, certain sales or other dispositions of property, other than
foreclosure property, that is held primarily for sale to customers in the ordinary course of business), we will be subject to a 100% tax on such
income.

Fifth, if we fail to satisfy either the 75% or 95% gross income test (discussed below) but have nonetheless maintained our qualification as a
REIT because we have met certain other requirements, we will be subject to a 100% tax on the net income attributable to the greater of (a) the
amount by which we fail the 75% gross income test or (b) the amount by which we fail the 95% gross income test, in either case multiplied by a
fraction intended to reflect our profitability.

Sixth, if we (1) fail to satisfy the REIT asset tests (discussed below) and continue to qualify as a REIT because we meet certain other
requirements, we will have to pay a tax equal to the greater of $50,000 or the highest corporate income tax rate multiplied by the net income
generated by the non-qualifying assets during the period of time we failed to satisfy the asset tests or (2) if we fail to satisfy REIT requirements
other than the gross income tests and the asset tests and continue to qualify as a REIT because we meet other requirements, we will have to pay
$50,000 for each other failure.

Seventh, if we fail to distribute each year at least the sum of:

(1) 85% of our REIT ordinary income for such year;

(2) 95% of our REIT capital gain net income for such year; and

(3) any undistributed taxable income from prior periods,
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then we will be subject to a 4% excise tax on the excess of the required distribution over the sum of (a) the amounts actually distributed and
(b) retained amounts on which we pay income tax at the corporate level.

Eighth, if we acquire assets from a corporation generally subject to full corporate-level tax in a merger or other transaction in which our initial
basis in the assets is determined by reference to the transferor corporation�s basis in the assets, the fair market value of the assets acquired in any
such transaction exceeds the aggregate basis of such assets, and we subsequently recognize gain on the disposition of any such asset during the
10-year period beginning on the date on which we acquired the asset, then we generally will be subject to tax at the highest regular corporate
income tax rate on the lesser of the amount of gain that we recognize at the time of the sale or disposition and the amount of gain that we would
have recognized if we had sold the asset at the time we acquired the asset, pursuant to guidelines issued by the IRS (the �Built-In Gain Rules�).

Ninth, subject to certain exceptions, we will be subject to a 100% tax on transactions with our �taxable REIT subsidiaries� if such transactions are
not at arm�s length.

The Housing and Economic Recovery Tax Act of 2008

The Housing and Economic Recovery Tax Act of 2008 (the �Housing Act�) was signed into law by President Bush on July 30, 2008. The Housing
Act�s provisions regarding REITs are generally effective for our 2009 taxable year and beyond. The Housing Act made the following changes,
among others, to certain REIT provisions of the Code:

� Taxable REIT Subsidiaries. The value of taxable REIT subsidiaries� securities (other than securities that are real estate assets) held by a
REIT has been increased from 20 percent to 25 percent of the total value of the REIT�s assets.

� Prohibited Transactions Safe Harbor. There is a safe harbor that, if available, can allow us to avoid the 100% prohibited transaction tax.
This safe harbor specifies a holding period that has been reduced from four years to two years by the Housing Act. Certain other
changes to the safe harbor are also made under the Housing Act. These new rules apply to sales made after the Housing Act was
enacted.

� Hedging Income. Income from a hedging transaction that complies with identification procedures set out in Treasury regulations that
hedges indebtedness incurred or to be incurred by us to acquire or carry real estate assets will not constitute gross income for purposes
of both the 75% and 95% gross income tests.

Foreign Investments

Our foreign investments might generate foreign currency gains and losses. Under the Housing Act, �real estate foreign exchange gain� is excluded
from gross income for purposes of both the 75% and 95% gross income tests. Real estate foreign exchange gain is foreign currency gain which
is attributable to (i) any item of income or gain qualifying for the 75% gross income test, (ii) our acquisition or ownership of obligations secured
by mortgages on real property or interests in real property; or (iii) our becoming or being the obligor under obligations secured by mortgages on
real property or on interests in real property. Real estate foreign exchange gain also includes Section 987 gain attributable to a qualified business
unit (�QBU�) of the REIT if the QBU itself meets the 75% income test for the taxable year, and meets the 75% asset test at the close of each
quarter of the REIT that has directly or indirectly held the QBU.

89

Edgar Filing: SUNTRUST BANKS INC - Form 8-K

Table of Contents 17



Table of Contents

�Passive foreign exchange gain� is another type of currency gain under the Housing Act. This type of gain is excluded for purposes of the 95%
income test but is included in gross income and treated as non-qualifying income (to the extent that it is not real estate foreign exchange gain),
for purposes of the 75% income test. Passive foreign exchange gain includes all real estate foreign exchange gain, and in addition includes
foreign currency gain which is attributable to (i) any item of income or gain which qualifies for the 95% gross income test, (ii) the acquisition or
ownership of obligations, (iii) becoming or being the obligor under obligations, and (iv) any other foreign currency gain as determined by the
Secretary of the Treasury.

The Housing Act further provides that any gain derived from dealing, or engaging in substantial and regular trading, in securities denominated
in, or determined by reference to, one or more nonfunctional currencies will be treated as non-qualifying income for both the 75% and 95%
gross income tests. In addition, income from managing the risk of currency fluctuations with respect to any income or gain otherwise qualifying
under the 75% and 95% gross income tests will be excluded from gross income for both gross income tests under the Housing Act.

Requirements for Qualification

To qualify as a REIT, we must elect to be treated as a REIT and must meet the requirements, discussed below, relating to our organization,
income, assets and distributions.

Organizational Requirements

The Code defines a REIT as a corporation, trust or association that:

(1) is managed by one or more trustees or directors;

(2) has transferable shares or transferable certificates of beneficial ownership;

(3) would be taxable as a domestic corporation but for Sections 856 through 860 of the Code;

(4) is neither a financial institution nor an insurance company within the meaning of the applicable provisions of the Code;

(5) has at least 100 persons as beneficial owners;

(6) during the last half of each taxable year, is not closely held, i.e., not more than 50% of the value of its outstanding stock is
owned, directly or indirectly, by five or fewer �individuals,� as defined in the Code to include certain entities;

(7) files an election or continues such election to be taxed as a REIT on its return for each taxable year; and

(8) meets other tests described below, including with respect to the nature of its assets and income and the amount of its
distributions.

The Code provides that conditions (1) through (4) must be met during the entire taxable year and that condition (5) must be met during at least
335 days of a taxable year of 12 months or during a proportionate part of a taxable year of less than 12 months. Conditions (5) and (6) did not
apply for the
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first taxable year for which we made an election to be taxed as a REIT. For purposes of condition (6), an �individual� generally includes a
supplemental unemployment compensation benefit plan, a private foundation or a portion of a trust permanently set aside or used exclusively for
charitable purposes but does not include a qualified pension plan or profit sharing trust. Our charter currently includes certain restrictions
regarding the transfer of our common stock, which are intended to assist us in continuing to satisfy conditions (5) and (6). If we comply with all
the requirements for ascertaining the ownership of our outstanding stock in a taxable year and have no reason to know that we have violated
condition (6), we will be deemed to have satisfied condition (6) for that taxable year.

In addition, a corporation generally may not elect to become a REIT unless its taxable year is the calendar year. We satisfy this requirement.

If a REIT owns a corporate subsidiary that is a �qualified REIT subsidiary,� the separate existence of that subsidiary will be disregarded for federal
income tax purposes. Generally, a qualified REIT subsidiary is a corporation, other than a taxable REIT subsidiary, all of the capital stock of
which is owned by the REIT. All assets, liabilities and items of income, deduction and credit of the qualified REIT subsidiary will be treated as
assets, liabilities and items of income, deduction and credit of the REIT itself. Thus, in applying the requirements described herein, any qualified
REIT subsidiary that we own will be ignored for federal income tax purposes and all assets, liabilities and items of income, deduction and credit
of such subsidiary will be treated as our assets, liabilities and items of income, deduction and credit, although the subsidiary may be subject to
state and local income tax in some states. Unincorporated domestic entities that are wholly owned by a REIT, including single-member limited
liability companies, are also generally disregarded as separate entities for federal income tax purposes, including for purposes of the REIT
income and asset tests.

A REIT is also permitted to own up to 100% of the stock of one or more �taxable REIT subsidiaries.� The subsidiary and the REIT must jointly
elect to treat the subsidiary as a taxable REIT subsidiary. In addition, if a taxable REIT subsidiary owns, directly or indirectly, securities
representing 35% or more of the vote or value of a subsidiary corporation, that subsidiary will automatically be treated as a taxable REIT
subsidiary of the parent REIT. A taxable REIT subsidiary is subject to federal, state and local income tax (where applicable), as a regular �C�
corporation.

Generally, a taxable REIT subsidiary may earn income that would not be qualifying income under the REIT income tests if earned directly by
the parent REIT. However, several provisions regarding the arrangements between a REIT and its taxable REIT subsidiary ensure that the
taxable REIT subsidiary will be subject to an appropriate level of federal income tax. For example, the Code limits the ability of a taxable REIT
subsidiary to deduct interest payments in excess of a certain amount made to its parent REIT. In addition, the Code imposes a 100% tax on
transactions between a taxable REIT subsidiary and its parent REIT or the REIT�s tenants that are not conducted on an arm�s-length basis.
Moreover, the value of securities of taxable REIT subsidiaries held by the REIT cannot be worth more than 20% (25% for the 2009 taxable year
and beyond) of the REIT�s total asset value. We currently have one taxable REIT subsidiary, which leases the hotel property that we own. We
can give you no assurance that any taxable REIT subsidiaries that we form will not be limited in their ability to deduct interest payments (if any)
made to us. We also cannot assure you that the IRS would not seek to impose a 100% tax on services performed by our taxable REIT
subsidiaries for our tenants, or on a portion of the payments received by us from, or expenses deducted by, our taxable REIT subsidiaries.

In the case of a REIT that is a partner in a partnership, the REIT will be deemed to own its proportionate share (based on its capital interest in the
partnership and any debt securities issued by such partnership held by the REIT) of the assets of the partnership and will be deemed to be
entitled to the income of the partnership attributable to such share. In addition, the character of the assets and gross
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income of the partnership retain the same character in the hands of the REIT. Thus, our proportionate share of the assets, liabilities and items of
income of Wells OP II are treated as our assets, liabilities and items of income for purposes of applying and meeting the various REIT
requirements. In addition, Wells OP II�s proportionate share of the assets, liabilities and items of income with respect to the partnerships
(including the limited liability companies treated as partnerships) in which it holds an interest are considered assets, liabilities and items of
income of Wells OP II for purposes of applying and meeting the various REIT requirements.

Income Tests

To maintain qualification as a REIT, we must meet two gross income requirements annually. First, we must derive directly or indirectly at least
75% of our gross income (excluding gross income from prohibited transactions) from investments relating to real property, including
investments in other REITs or mortgages on real property (including �rents from real property� and, in certain circumstances, interest), and, as
discussed below, income from certain temporary investments. Second, we must derive at least 95% of our gross income (excluding gross income
from prohibited transactions) from the real property investments described in the preceding sentence as well as from dividends, interest or gain
from the sale or disposition of stock or securities (or from any combination of the foregoing).

Prior to investing amounts received from the issuance of our stock and certain securities in real property assets, we may invest in liquid assets
such as government securities or certificates of deposit, but earnings from those types of assets are qualifying income under the 75% gross
income test only for one year from the receipt of proceeds. Accordingly, to the extent that we have not invested the offering proceeds in
properties prior to the expiration of this one-year period, in order to satisfy the 75% gross income test, we may invest the offering proceeds in
less liquid investments approved by our board of directors such as certain mortgage-backed securities or shares in other REITs. We intend to
trace offering proceeds received for purposes of determining the one-year period for such investments. The IRS has not issued any rulings or
regulations governing such tracing, so there can be no assurance that the IRS will agree with our methodology in this regard.

Rents that we receive or that we are deemed to receive will qualify as �rents from real property� in satisfying the gross income requirements
described above only if several conditions are met. First, the amount of rent must not be based in whole or in part on the income or profits of any
person but can be based on a fixed percentage of gross receipts or gross sales. Second, rent received from a tenant will not qualify as �rents from
real property� if we own, or are treated as owning, 10% or more of (i) the total combined voting power of all classes of voting stock of a
corporate tenant, (ii) the total value of shares of all classes of stock of a corporate tenant or (iii) the interests in total assets or net profits in any
tenant which is an entity that is not a corporation. Third, rent attributable to personal property is generally excluded from �rents from real
property,� except where such personal property is leased in connection with such real property and the rent attributable to such personal property
is less than or equal to 15% of the total rent received under the lease. Finally, amounts that are attributable to services furnished or rendered in
connection with the rental of real property, whether or not separately stated, will not constitute �rents from real property� unless such services are
customarily provided in the geographic area in connection with the rental of space for occupancy only and are not otherwise considered rendered
to the occupant of the property. Customary services that are not provided to a particular tenant (e.g., furnishing heat and light, the cleaning of
public entrances and the collection of trash) can be provided directly by the REIT. Where, however, such services are provided primarily for the
convenience of the tenants or are provided to such tenants, such services must be provided by an independent contractor or a taxable REIT
subsidiary. In the event that an independent contractor provides such services, the REIT must adequately compensate such independent
contractor, the REIT must not derive any income from the independent contractor and neither the independent contractor nor certain of its
stockholders may, directly
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or indirectly, own more than 35% of the REIT, taking into consideration the applicable attributed ownership. Our rental income should not cease
to qualify as �rents from real property� merely because we perform a de minimis amount of services for tenants of a property that are not usually
and customarily provided and are considered rendered to the occupant. The income from these services will be considered de minimis if the
value of such services (valued at not less than 150% of our direct cost of performing such services) is less than 1% of the total income derived
from such property, and such de minimis services income will not be treated as rents from real property.

We do not anticipate deriving rent attributable to personal property leased in connection with real property that exceeds 15% of the total rent
attributable to such lease or receiving rent from related-party tenants.

Though neither Wells OP II nor we currently provide any services at our properties, we or Wells OP II may provide certain services with respect
to our properties in the future. We believe that these services will only be of the type that are usually or customarily rendered in connection with
the rental of space for occupancy and that are not otherwise rendered to the tenants. Therefore, we believe that the provision of such customary
services will not cause rents received with respect to our properties to fail to qualify as �rents from real property.� Noncustomary services and
services rendered primarily for the tenants� convenience will be provided by an independent contractor or a taxable REIT subsidiary to avoid
jeopardizing the qualification of rent as �rents from real property.�

Except for amounts received with respect to certain investments of cash reserves, we anticipate that substantially all of our gross income will be
derived from sources that will allow us to satisfy the income tests described above; however, we can make no assurance in this regard.

If we fail one or both of the 75% and 95% gross income tests for any taxable year, we may nevertheless qualify as a REIT for that year if we are
eligible for relief under the Code. This relief generally will be available if: (1) our failure to meet such gross income tests is due to reasonable
cause and not to willful neglect; and (2) we properly disclose the failure to the IRS. We, however, cannot state whether in all circumstances we
would be entitled to the benefit of this relief provision. For example, if we fail to satisfy the gross income tests because non-qualifying income
that we intentionally receive exceeds the limits on such income, the IRS could conclude that our failure to satisfy the tests was not due to
reasonable cause. As discussed above in ��Federal Income Taxation of the Company,� even if this relief provision applies, a 100% tax would be
imposed on the greater of the amount by which we fail the 75% gross income test or the amount by which we fail the 95% gross income test, in
either case multiplied by a fraction intended to reflect our profitability.

Asset Tests

At the close of each quarter of our taxable year, we must also satisfy four tests relating to the nature and diversification of our assets. First, at
least 75% of the value of our total assets must be represented by real estate assets, cash and cash items (including receivables) and government
securities. Second, not more than 25% of the value of our total assets may consist of securities (other than those securities includible in the 75%
asset test). Third, except for stock or securities of REITs, qualified REIT subsidiaries, taxable REIT subsidiaries, equity interests in partnerships
and other securities that qualify as �real estate assets� for purposes of the 75% asset test: (1) the value of any one issuer�s securities owned by us
may not exceed 5% of the value of our total assets; (2) we may not own more than 10% of any one issuer�s outstanding voting securities; and
(3) we may not own more than 10% of the value of the outstanding securities of any one issuer. Fourth, no more than 20% (25% for our 2009
taxable year and beyond) of the value of our total assets may be represented by securities of one or more taxable REIT subsidiaries.
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Securities for purposes of the asset tests may include debt securities. The 10% value limitation will not apply, however, to (i) any security
qualifying for the �straight debt exception� discussed below, (ii) any loan to an individual or an estate; (iii) any rental agreement described in
Section 467 of the Internal Revenue Code, other than with a �related person�; (iv) any obligation to pay qualifying rents from real property;
(v) certain securities issued by a State or any political subdivision thereof, the District of Columbia, a foreign government, or any political
subdivision thereof, or the Commonwealth of Puerto Rico; (vi) any security issued by a REIT; and (vii) any other arrangement that, as
determined by the Secretary of the Treasury, is excepted from the definition of a security. For purposes of the 10% value test, any debt
instrument issued by a partnership (other than straight debt or another excluded security) will not be considered a security issued by the
partnership if at least 75% of the partnership�s gross income is derived from sources that would qualify for the 75% REIT gross income test and
any debt instrument issued by a partnership (other than straight debt or other excluded security) will not be considered a security issued by the
partnership to the extent of the REIT�s interest as a partner in the partnership. There are special look-through rules for determining a REIT�s share
of securities held by a partnership in which the REIT holds an interest.

The straight debt exception starts with the definition of straight debt in Section 1361 of the Code (as modified) but permits certain contingent
payments. The timing of payments of principal or interest may be contingent if such contingency causes specified limited changes to the debt�s
effective yield to maturity or the REIT does not hold more than $1 million (by face amount or issue price) of the issuer�s debt instruments and not
more than 12 months of unaccrued interest can be required to be prepaid on such debt instruments. In addition, the time or amount of payments
may be contingent if such contingency arises only upon default or upon the issuer�s exercise of a prepayment right and such contingencies are
consistent with customary commercial practice.

The straight debt exception will not apply to any securities issued by a corporation or partnership if the REIT and any controlled taxable REIT
subsidiaries also own securities of such issuer that would not qualify for the straight debt exception and that are worth more than 1% of the
issuer�s outstanding securities.

We believe that securities we own in any issuer that does not qualify as a REIT, qualified REIT subsidiary, or taxable REIT subsidiary,
including debt securities, do not exceed 5% of the total value of our assets and that we comply with the 10% voting securities limitation and 10%
value limitation with respect to each such issuer. We can provide no assurance that the IRS will agree with our determinations in this regard.

After initially meeting the asset tests at the close of any quarter, we will not lose our status as a REIT for failure to satisfy the asset tests at the
end of a later quarter solely by reason of changes in asset values. If the failure to satisfy the asset tests results from an acquisition of securities or
other property during a quarter, we can cure the failure by disposing of a sufficient amount of non-qualifying assets within 30 days after the
close of that quarter. Even after the 30-day cure period, if we fail the 5% securities limitation or either of the 10% securities limitations, we may
avoid disqualification as a REIT by disposing of a sufficient amount of non-qualifying assets to cure the violation if the assets causing the
violation do not exceed the lesser of 1% of our assets at the end of the relevant quarter or $10,000,000, provided that, in either case, the
disposition occurs within six months following the last day of the quarter in which we first identified the violation. For other violations of any of
the REIT asset tests due to reasonable cause, we may avoid disqualification as a REIT after the 30-day cure period by taking certain steps,
including the disposition of sufficient non-qualifying assets within the six-month period described above to meet the applicable asset test, paying
a tax equal to the greater of $50,000 or the highest corporate tax rate multiplied by the net income generated by the non-qualifying assets during
the period of time that the assets were held as non-qualifying assets and filing a schedule with the IRS that describes
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the non-qualifying assets. We intend to maintain adequate records of the value of our assets to ensure compliance with the asset tests and to take
such other actions within 30 days after the close of any quarter as necessary to cure any noncompliance.

Annual Distribution Requirements

To qualify for taxation as a REIT, we must meet the following annual distribution requirements.

First, we must make distributions (other than capital gain distributions) to our stockholders in an amount at least equal to:

(1) the sum of (a) 90% of our �REIT taxable income� (computed without regard to the dividends-paid deduction and by excluding
our net capital gain) and (b) 90% of the net income, if any, from foreclosure property in excess of the excise tax on income
from foreclosure property

(2) minus the sum of certain items of non-cash income.
We must pay these distributions in the taxable year to which they relate. Dividends distributed in the subsequent year, however, will be treated
as if distributed in the prior year for purposes of such prior year�s 90% distribution requirement if one of the following two sets of criteria are
satisfied: (1) the dividends were declared in October, November or December, the dividends were payable to stockholders of record on a
specified date in such month, and the dividends were actually distributed during January of the subsequent year; or (2) the dividends were
declared before we timely filed our federal income tax return for such year, the dividends were distributed in the 12-month period following the
close of the prior year and not later than the first regular dividend payment after such declaration, and we elected on our tax return for the prior
year to have a specified amount of the subsequent dividend treated as if distributed in the prior year. Even if we satisfy this annual distribution
requirement, we will be subject to tax at regular corporate tax rates to the extent that we do not distribute all of our net capital gain or �REIT
taxable income� as adjusted.

Second, we must distribute during each calendar year at least the sum of:

(1) 85% of our ordinary income for that year;

(2) 95% of our capital gain net income for that year; and

(3) any undistributed taxable income from prior periods.
In the event that we do not satisfy this distribution requirement, we will be subject to a 4% excise tax on the excess of such required distribution
over the amounts actually distributed. For these purposes, dividends that are declared in October, November or December of the relevant taxable
year, are payable to stockholders of record on a specified date in such month and are actually distributed during January of the subsequent year
are treated as distributed in the prior year.

Third, if we dispose of any asset that is subject to the Built-In Gain Rules during the 10-year period beginning on the date on which we acquired
the asset, we will be required to distribute at least 90% of the Built-In Gain (after tax), if any, recognized on the disposition of the asset.

We intend to make timely distributions sufficient to satisfy the annual distribution requirements and to avoid the 4% excise tax. In this regard,
Wells OP II�s partnership agreement authorizes us, as the sole general partner of Wells OP II, to take such steps as may be necessary to cause
Wells OP II to distribute to its partners an amount sufficient to permit us to meet these distribution requirements.
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In order for us to deduct dividends we distribute to our stockholders, such distributions must not be �preferential� within the meaning of
Section 562(c) of the Code. Every holder of a particular class of stock must be treated the same as every other holder of shares of such class, and
no class of stock may be treated otherwise than in accordance with its dividend rights as a class. We do not intend to make any preferential
dividends.

We expect that our REIT taxable income will be less than our cash flow due to the allowance of depreciation and other non-cash charges in
computing REIT taxable income. Accordingly, we anticipate that we generally will have sufficient cash or liquid assets to enable us to satisfy
the 90% distribution requirement. It is possible, however, that we may not have sufficient cash or other liquid assets to meet the 90% distribution
requirement or to distribute such greater amount as may be necessary to avoid income and excise tax. In such event, we may find it necessary to
borrow funds to pay the required distribution or, if possible, pay taxable stock dividends in order to meet the distribution requirement.

In the event that we are subject to an adjustment to our REIT taxable income (as defined in Section 860(d)(2) of the Code) resulting from an
adverse determination by either a final court decision, a closing agreement between us and the IRS under Section 7121 of the Code, an
agreement as to tax liability between us and an IRS district director or a statement by us attached to an amendment or supplement to our federal
income tax return, we may be able to correct any resulting failure to meet the 90% annual distribution requirement by paying �deficiency
dividends� to our stockholders that relate to the adjusted year but that are paid in the subsequent year. To qualify as a deficiency dividend, the
distribution must be made within 90 days of the adverse determination and we also must satisfy certain other procedural requirements. If the
statutory requirements of Section 860 of the Code are satisfied, a deduction is allowed for any deficiency dividend subsequently paid by us to
offset an increase in our REIT taxable income resulting from an adverse determination. We, however, will be required to pay statutory interest
on the amount of any deduction taken for deficiency dividends to compensate for the deferral of the tax liability.

Earnings and Profits

Throughout the remainder of this discussion, we frequently will refer to �earnings and profits.� Earnings and profits is a concept used extensively
throughout corporate tax law but it is undefined in the Code. Each corporation maintains an �earnings and profits� account that helps to measure
whether a distribution originates from corporate earnings or from other sources. Distributions generally decrease earnings and profits while
income generally increases earnings and profits. If a corporation has positive earnings and profits, distributions generally will be considered to
come from corporate earnings. If a corporation has no earnings and profits, distributions generally will be considered a return of capital and then
capital gain. At the close of any taxable year, a REIT cannot have accumulated C corporation earnings and profits and remain qualified as a
REIT.

Statutory Relief

In addition to the statutory relief provisions discussed above, the American Jobs Creation Act of 2004 created additional relief provisions for
REITs. If we fail to satisfy one or more of the requirements for qualification as a REIT, other than the income tests and asset tests discussed
above, we will not lose our status as a REIT if our failure was due to reasonable cause and not willful neglect and we paid a penalty of $50,000
for each such failure.
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Failure to Qualify

If we fail to qualify as a REIT in any year and the relief provisions do not apply, we will be subject to tax (including any applicable alternative
minimum tax) on our taxable income at regular corporate rates. Distributions to stockholders in any year in which we fail to qualify will not be
deductible by us, but we also will not be required to make distributions during those years. In such event, to the extent of positive current or
accumulated earnings and profits, our distributions to stockholders will be dividends that are eligible to be taxed to individuals at preferential
rates under the Jobs and Growth Relief Reconciliation Act of 2003, as modified by subsequent legislation (the �2003 Act�) through 2010. Subject
to certain limitations of the Code, corporate distributees may be eligible for the dividends-received deduction. Unless we are entitled to relief
under specific statutory provisions, we also will be disqualified from taxation as a REIT for the four taxable years following the year during
which qualification was lost. It is not possible to state whether in all circumstances we would be entitled to such statutory relief.

Sale-Leaseback Transactions

Some of our investments may be in the form of sale-leaseback transactions. In most instances, depending on the economic terms of the
transaction, we will be treated for federal income tax purposes as either the owner of the property or the holder of a debt secured by the property.
We do not expect to request an opinion of counsel concerning the status of any leases of properties as true leases for federal income tax
purposes.

The IRS may take the position that a specific sale-leaseback transaction, which we treat as a true lease, is not a true lease for federal income tax
purposes but is, instead, a financing arrangement or loan. In this event, for purposes of the asset tests and the 75% gross income test, each such
loan would likely be viewed as secured by real property to the extent of the fair market value of the underlying property. We expect that, for this
purpose, the fair market value of the underlying property would be determined without taking into account our lease. If a sale-leaseback
transaction were so recharacterized, we might fail to satisfy the asset tests or the income tests and, consequently, lose our REIT status effective
with the year of recharacterization. Alternatively, the amount of our REIT taxable income could be recalculated, which might also cause us to
fail to meet the distribution requirement for a taxable year.

Taxation of U.S. Stockholders

When we use the term �U.S. Stockholder,� we mean a holder of common stock that for federal income tax purposes:

(1) is a citizen or resident of the United States;

(2) is a corporation (including an entity treated as a corporation for United States federal income tax purposes) created or
organized in or under the laws of the United States or any of its political subdivisions;

(3) is an estate the income of which is subject to federal income taxation regardless of its source; or

(4) is a trust, provided that a court within the United States is able to exercise primary supervision over the administration of the
trust and one or more United States persons have the authority to control all substantial decisions of the trust.
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If an entity classified as a partnership for federal income tax purposes holds our stock, the tax treatment of a partner will depend on the status of
the partner and on the activities of the partnership. Partners of partnerships holding our stock should consult their tax advisors.

For any taxable year for which we qualify for taxation as a REIT, amounts distributed to taxable U.S. Stockholders will be taxed as discussed
below.

Distributions Generally

Distributions to U.S. Stockholders, other than capital gain dividends (which are discussed below), will constitute taxable dividends up to the
amount of our positive current or accumulated earnings and profits. Dividends received from REITs are generally not eligible to be taxed at the
preferential qualified dividend income rates applicable to individuals who receive dividends from taxable C corporations pursuant to the 2003
Act. However, there are exceptions: individual stockholders are taxed at such rates on dividends designated by and received from REITs to the
extent that the dividends are attributable to (i) income that the REIT previously retained in a prior year and on which it was subject to corporate
level tax, (ii) dividends received by the REIT from taxable corporations (including taxable REIT subsidiaries) or (iii) income from sales of
appreciated property subject to the Built-in Gain Rules. Because a REIT is not subject to tax on income distributed to its stockholders, the
distributions made to corporate stockholders are not eligible for the dividends-received deduction. To the extent that we make a distribution in
excess of our positive current or accumulated earnings and profits, the distribution will be treated first as a tax-free return of capital (reducing the
tax basis in the U.S. Stockholder�s shares of our common stock) and then the distribution in excess of the tax basis will be taxable as gain realized
from the sale of the common stock. Dividends we declare in October, November or December of any year payable to stockholders of record on a
specified date in any such month are treated as both paid by us and received by the stockholders on December 31 of that year, provided that we
actually pay the dividends during January of the following calendar year.

Capital Gain Distributions

Distributions to U.S. Stockholders that we properly designate as capital gain dividends will be treated as long-term capital gains (to the extent
they do not exceed our actual net capital gain) for the taxable year without regard to the period for which the U.S. Stockholder has held the
stock. However, corporate U.S. Stockholders may be required to treat up to 20% of certain capital gain dividends as ordinary income. Capital
gain dividends are not eligible for the dividends-received deduction for corporations. In the case of individuals, long-term capital gains are
generally taxable at maximum federal rates of 15% (through 2010), except that capital gains attributable to the sale of depreciable real property
held for more than 12 months are subject to a 25% maximum federal income tax rate to the extent of previously claimed depreciation
deductions.

We may elect to retain and pay federal income tax on any net long-term capital gain. In this instance, U.S. Stockholders will include in their
income their proportionate share of the undistributed long-term capital gain. The U.S. Stockholders also will be deemed to have paid their
proportionate share of tax on such long-term capital gain and, therefore, will receive a credit or refund for the amount of such tax. In addition,
the basis of the U.S. Stockholders� shares will be increased in an amount equal to the excess of the amount of capital gain included in his or her
income over the amount of tax he or she is deemed to have paid.
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Certain Dispositions of Shares

In general, U.S. Stockholders will realize capital gain or loss on the sale of common stock equal to the difference between (1) the amount of cash
and the fair market value of any property received by the U.S. Stockholder on such disposition and (2) the U.S. Stockholder�s adjusted basis of
such common stock. Losses incurred on the sale or exchange of our common stock that a U.S. Stockholder holds for less than six months (after
applying certain holding period rules) will be treated as long-term capital loss to the extent of any capital gain dividend the stockholder has
received with respect to those shares.

The applicable tax rate will depend on the U.S. Stockholder�s holding period in the asset (generally, if the U.S. Stockholder has held the asset for
more than one year, it will produce long-term capital gain) and the U.S. Stockholder�s tax bracket. The IRS has the authority to prescribe, but has
not yet prescribed, regulations that would apply a capital gain tax rate of 25% (which is generally higher than the long-term capital gain tax rates
for non-corporate stockholders) to a portion of the capital gain realized by a non-corporate stockholder on the sale of common stock that would
correspond to our �unrecaptured Section 1250 gain.� U.S. Stockholders should consult with their own tax advisors with respect to their capital gain
tax liability. In general, any loss recognized by a U.S. Stockholder upon the sale or other disposition of common stock that the U.S. Stockholder
has held for six months or less, after applying the holding period rules, will be treated as long-term capital loss to the extent of distributions
received by the U.S. Stockholder from us that were required to be treated as long-term capital gains.

If a U.S. Stockholder has shares of our common stock redeemed by us, such U.S. Stockholder will be treated as if such U.S. Stockholder sold the
redeemed shares if all of such U.S. Stockholder�s shares of our common stock are redeemed or if such redemption is not essentially equivalent to
a dividend within the meaning of Section 302(b)(1) of the Code or substantially disproportionate within the meaning of Section 302(b)(2) of the
Code. If a redemption is not treated as a sale of the redeemed shares, it will be treated as a dividend distribution. U.S. Stockholders should
consult with their tax advisors regarding the taxation of any particular redemption of our shares.

Passive Activity Loss and Investment Interest Limitations

U.S. Stockholders may not treat distributions we make to them or any gain from disposing of our common stock as passive activity income.
Therefore, U.S. Stockholders will not be able to apply any �passive losses� against such income. Dividends we pay (to the extent they do not
constitute a return of capital) generally will be treated as investment income for purposes of the investment interest limitation. Net capital gain
from the disposition of our common stock (or capital gain dividends) generally will be excluded from investment income unless the stockholder
elects to have such gain taxed at ordinary income rates.

Treatment of Tax-Exempt Stockholders

Distributions we make to a tax-exempt employee pension trust or other domestic tax-exempt stockholder generally will not constitute unrelated
business taxable income (�UBTI�), unless the tax-exempt stockholder has borrowed to acquire or carry our shares of common stock. Qualified
trusts that hold more than 10% (by value) of the shares of pension-held REITs may be required to treat a certain percentage of such REIT�s
distributions as UBTI. We expect that our ownership limitations will prevent us from becoming a pension-held REIT, unless our board of
directors grants qualified trusts waivers from our ownership limitations.
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Special Tax Considerations for Non-U.S. Stockholders

The rules governing United States income taxation of non-U.S. Stockholders (beneficial owners of shares of our common stock who are not U.S.
Stockholders) are complex. We intend the following discussion to be only a summary of these rules. Prospective non-U.S. Stockholders should
consult with their own tax advisors to determine the impact of federal, state, local and foreign tax laws on an investment in our common stock,
including any reporting requirements.

In general, non-U.S. Stockholders will be subject to regular federal income tax with respect to their investment in us if the income from the
investment is �effectively connected� with the non-U.S. Stockholder�s conduct of a trade or business in the United States. A corporate non-U.S.
Stockholder that receives income that is (or is treated as) effectively connected with a U.S. trade or business also may be subject to the branch
profits tax under Section 884 of the Code, which is imposed in addition to regular federal income tax at the rate of 30%, subject to reduction
under a tax treaty, if applicable. Effectively connected income must meet various certification requirements to be exempt from withholding. The
following discussion will apply to non-U.S. Stockholders whose income from their investments in us is not effectively connected (except to the
extent that the FIRPTA rules discussed below treat such income as effectively connected income).

A distribution payable out of our current or accumulated earnings and profits that is not attributable to gain from the sale or exchange by us of a
�United States real property interest� and that we do not designate as a capital gain distribution will be subject to federal income tax, required to be
withheld by us, equal to 30% of the gross amount of the dividend, unless an applicable tax treaty reduces this tax. A distribution in excess of our
earnings and profits will be treated first as a return of capital that will reduce a non-U.S. Stockholder�s basis in his or her common stock (but not
below zero) and then as gain from the disposition of such stock, the tax treatment of which is described under the rules discussed below with
respect to dispositions of common stock.

As long as our stock is not regularly traded on an established securities market in the United States, distributions by us that are attributable to
gain from the sale or exchange of a United States real property interest will be taxed to a non-U.S. Stockholder under the Foreign Investment in
Real Property Tax Act of 1980, or �FIRPTA.� Such distributions are taxed to a non-U.S. Stockholder as if the distributions were gains �effectively
connected� with a United States trade or business. Accordingly, a non-U.S. Stockholder will be taxed at the normal capital gain rates applicable to
a U.S. Stockholder (subject to any applicable alternative minimum tax and a special alternative minimum tax in the case of nonresident-alien
individuals). Such distributions also may be subject to a 30% branch profits tax when made to a foreign corporation that is not entitled to an
exemption or reduced branch profits tax rate under a tax treaty. If our shares of common stock are ever �regularly traded� on an established
securities market in the United States, then, with respect to distributions by us that are attributable to gain from the sale or exchange of a United
States real property interest, a non-U.S. Stockholder who does not own more than 5% of our common stock at any time during the taxable year:
(i) will be taxed on such capital gain dividend as if the distribution was an ordinary dividend; (ii) will generally not be required to report
distributions received from us on U.S. federal income tax returns; and (iii) will not be subject to a branch profits tax with respect to such
distribution. At the time you purchase shares in this offering, our shares will not be publicly traded, and we can give you no assurance that our
shares will ever be publicly traded on an established securities exchange.

Although the law is not clear on this matter, it appears that amounts designated by us as undistributed capital gains in respect of the common
stock generally should be treated with respect to non-U.S. Stockholders in the same manner as actual distributions by us of capital gain
dividends. Under that approach, the non-U.S. Stockholder would be able to offset as a credit against his or her resulting
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federal income tax liability an amount equal to his or her proportionate share of the tax paid by us on the undistributed capital gains and to
receive from the IRS a refund to the extent his or her proportionate share of this tax paid by us was to exceed his or her actual federal income tax
liability.

We generally will be required to withhold tax from distributions to non-U.S. Stockholders, and remit to the IRS, 35% of designated capital gain
dividends (or, if greater, 35% of the amount of any distributions that could be designated as capital gain dividends) and 30% (as reduced or
eliminated by tax treaties or otherwise) of ordinary dividends paid out of earnings and profits. In addition, if we designate prior distributions as
capital gain dividends, subsequent distributions, up to the amount of such prior distributions that we designated as capital gain dividends, will be
treated as capital gain dividends for purposes of withholding. In addition, we may be required to withhold 10% of distributions in excess of our
current and accumulated earnings and profits. If the amount of tax withheld by us with respect to a distribution to a non-U.S. Stockholder
exceeds the stockholder�s United States tax liability, the non-U.S. Stockholder may file for a refund of such excess from the IRS.

We generally expect to withhold federal income tax at the rate of 30% on all distributions (including distributions that later may be determined
to have been in excess of current and accumulated earnings and profits) made to a non-U.S. Stockholder, unless:

� a lower treaty rate applies and the non-U.S. Stockholder files with us an IRS Form W-8BEN evidencing eligibility for that reduced
treaty rate;

� the non-U.S. Stockholder files with us an IRS Form W-8ECI claiming that the distribution is income effectively connected with the
non-U.S. Stockholder�s trade or business so that no withholding tax is required; or

� the distributions are treated for FIRPTA withholding tax purposes as attributable to a sale of a U.S. real property interest, in which case
tax will be withheld at a 35% rate.

Unless our common stock constitutes a �U.S. real property interest� within the meaning of FIRPTA, a sale of common stock by a non-U.S.
Stockholder generally will not be subject to federal income taxation. Our common stock will not constitute a U.S. real property interest if we are
a �domestically controlled qualified investment entity.� A REIT is �domestically controlled� under these rules if at all times during a specified
testing period less than 50% in value of its shares is held directly or indirectly by non-U.S. Stockholders. We currently anticipate that we will be
a domestically controlled qualified investment entity and, therefore, that the sale of our common stock will not be subject to taxation under
FIRPTA. We cannot assure non-U.S. Stockholders, however, that we will be a domestically controlled qualified investment entity. If we were
not a domestically controlled qualified investment entity, a non-U.S. Stockholder�s sale of common stock would be subject to tax under FIRPTA
as a sale of a U.S. real property interest, unless the common stock were �regularly traded� on an established securities market and the selling
stockholder owned no more than 5% of the common stock throughout the applicable testing period. If the gain on the sale of common stock was
subject to taxation under FIRPTA, the non-U.S. Stockholder would be subject to the same treatment as a U.S. Stockholder with respect to the
gain (subject to applicable alternative minimum tax and a special alternative minimum tax in the case of nonresident-alien individuals).
However, even if our common stock is not a U.S. real property interest, a nonresident-alien individual�s gains from the sale of our common stock
will be taxable if the nonresident-alien individual is present in the United States for 183 days or more during the taxable year and certain other
conditions apply, in which case the nonresident-alien individual will be subject to a 30% tax on his or her U.S.-source capital gains.
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A purchaser of common stock from a non-U.S. Stockholder will not be required to withhold under FIRPTA on the purchase price if the
purchased common stock is �regularly traded� on an established securities market or if we are a domestically controlled qualified investment
entity. Otherwise, the purchaser of common stock from a non-U.S. Stockholder may be required to withhold 10% of the purchase price and remit
this amount to the IRS. At the time you purchase shares in this offering, our shares will not be publicly traded, and we can give you no assurance
that our shares will ever be publicly traded on an established securities exchange or that we will be a domestically controlled qualified
investment entity.

If a non-U.S. Stockholder has shares of our common stock redeemed by us, such non-U.S. Stockholder will be treated as if such non-U.S.
Stockholder sold the redeemed shares if all of such non-U.S. Stockholder�s shares of our common stock are redeemed or if such redemption is
not essentially equivalent to a dividend within the meaning of Section 302(b)(1) of the Code or substantially disproportionate within the meaning
of Section 302(b)(2) of the Code. If a redemption is not treated as a sale of the redeemed shares, it will be treated as a dividend distribution.
Non-U.S. Stockholders should consult with their tax advisors regarding the taxation of any particular redemption of our shares.

Upon the death of a nonresident-alien individual, that individual�s common stock will be treated as part of his or her U.S. estate for purposes of
the U.S. estate tax, except as may be otherwise provided in an applicable estate tax treaty.

Information Reporting Requirements and Backup Withholding Tax

U.S. Stockholders

In general, information reporting requirements will apply to payments of distributions on our common stock and to payments of the proceeds of
the sale of our common stock, unless an exception applies. Further, under certain circumstances, U.S. Stockholders may be subject to backup
withholding at a rate of 28% for 2008 on payments made with respect to, or cash proceeds of a sale or exchange of, our common stock. Backup
withholding will apply only if:

(1) the payee fails to furnish his or her taxpayer identification number (which, for an individual, would be his or her Social
Security Number) to the payor as required;

(2) the IRS notifies the payor that the taxpayer identification number furnished by the payee is incorrect;

(3) the IRS has notified the payee that such payee has failed to properly include reportable interest and dividends in the payee�s
return or has failed to file the appropriate return and the IRS has assessed a deficiency with respect to such underreporting; or

(4) the payee has failed to certify to the payor, under penalties of perjury, that the payee is not subject to withholding.
In addition, backup withholding will not apply with respect to payments made to certain exempt recipients, such as corporations and tax-exempt
organizations. U.S. Stockholders should consult their own tax advisors regarding their qualifications for exemption from backup withholding
and the procedure for obtaining such an exemption.

Backup withholding is not an additional tax. Rather, the amount of any backup withholding with respect to a payment to a U.S. Stockholder will
be allowed as a credit against the U.S. Stockholder�s federal income tax liability and may entitle the stockholder to a refund, provided that the
stockholder furnishes the required information to the IRS.
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Non-U.S. Stockholders

Generally, information reporting will apply to payments of distributions on our common stock and backup withholding at a rate of 28% may
apply, unless the payee certifies that he or she is not a U.S. person or otherwise establishes an exemption.

The payment of the proceeds from the disposition of our common stock to or through the U.S. office of a U.S. or foreign broker will be subject
to information reporting and, possibly, backup withholding, unless the non-U.S. Stockholder certifies as to his or her non-U.S. status or
otherwise establishes an exemption and provided that the broker does not have actual knowledge that the stockholder is a U.S. person or that the
conditions of any other exemption are not, in fact, satisfied. The proceeds of the disposition of our common stock by a non-U.S. Stockholder to
or through a foreign office of a broker generally will not be subject to information reporting or backup withholding. However, if the broker is a
U.S. person, a controlled foreign corporation for U.S. tax purposes or a foreign person 50% or more of whose gross income from all sources for
specified periods is from activities that are effectively connected with a U.S. trade or business, information reporting generally will apply, unless
the broker has documentary evidence as to the non-U.S. Stockholder�s foreign status and has no actual knowledge to the contrary.

Applicable Treasury regulations provide presumptions regarding the status of stockholders when payments to the stockholders cannot be reliably
associated with appropriate documentation provided to the payor. These Treasury regulations require some stockholders to have provided new
certifications with respect to payments made after December 31, 2000. Because the application of these Treasury regulations varies depending
on the stockholder�s particular circumstances, non-U.S. Stockholders should consult their tax advisors with regard to U.S. information reporting
and backup withholding.

Tax Aspects of Wells OP II

General

We expect that substantially all of our investments will be held through Wells OP II. In general, partnerships are �pass-through� entities that are
not subject to federal income tax. Rather, partners are allocated their proportionate share of the items of income, gain, loss, deduction and credit
of a partnership and are potentially subject to tax thereon, without regard to whether the partners receive distributions from the partnership. We
include in our income our proportionate share of Wells OP II�s income, gain, loss, deduction and credit for purposes of the various REIT income
tests and in the computation of our REIT taxable income. In addition, we include our proportionate share of the assets held by Wells OP II in the
REIT asset tests.

Tax Allocations with Respect to Our Properties

When property is contributed to a partnership in exchange for an interest in the partnership, the partnership generally takes a carryover basis in
that property for tax purposes. That carryover basis is equal to the contributing partner�s adjusted basis in the property rather than the fair market
value of the property at the time of contribution. Pursuant to Section 704(c) of the Code, income, gain, loss and deduction attributable to such
contributed property must be allocated in a manner such that the contributing partner is charged with or benefits from the unrealized gain or
unrealized loss associated with the property at the time of the contribution. The amount of such unrealized gain or unrealized loss
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generally is equal to the difference between the fair market value of the contributed property at the time of contribution and the adjusted tax
basis of such property at the time of contribution (a �Book-Tax difference�). Such allocations are solely for federal income tax purposes and do not
affect the book capital accounts or other economic or legal arrangements among the partners.

Future contributions to Wells OP II may take the form of appreciated property. Consequently, the Wells OP II partnership agreement requires
tax allocations be made in a manner consistent with Section 704(c) of the Code.

In general, partners who contribute their interests in properties to Wells OP II (the �Contributing Partners�) will be allocated lower amounts of
depreciation deductions for tax purposes than such deductions would be if determined on a pro rata basis. In addition, in the event of the
disposition of any of the contributed assets that have a Book-Tax Difference, all taxable income attributable to such Book-Tax Difference
generally will be allocated to the Contributing Partners and we generally will be allocated only our share of capital gains attributable to
appreciation, if any, occurring after the closing of the acquisition of such properties. This will tend to eliminate the Book-Tax Difference over
the life of Wells OP II. However, the special allocation rules of Section 704(c) of the Code do not always entirely eliminate the Book-Tax
Difference on an annual basis or with respect to a specific taxable transaction such as a sale. Thus, the carryover basis of the contributed assets
in the hands of Wells OP II may cause us to be allocated lower depreciation and other deductions and cause Contributing Partners to be allocated
less taxable income. As a result, we could recognize taxable income in excess of distributed amounts, which might adversely affect our ability to
comply with the REIT distribution requirements, and Contributing Partners may realize income on the distribution of cash because their basis
has not been increased sufficiently from income allocations. See � � Annual Distribution Requirements.�

With respect to any property purchased by Wells OP II, such property initially will have a tax basis equal to its fair market value and
Section 704(c) of the Code will not apply.

Basis in Operating Partnership Interest

Our adjusted tax basis in our interest in Wells OP II generally:

(1) will be equal to the amount of cash and the basis of any other property that we contribute to Wells OP II;

(2) will be increased by (a) our allocable share of Wells OP II�s income and (b) our allocable share of indebtedness of Wells OP
II; and

(3) will be reduced, but not below zero, by our allocable share of (a) losses suffered by Wells OP II, (b) the amount of cash
distributed to us, and (c) constructive distributions resulting from a reduction in our share of indebtedness of Wells OP II.

If the allocation of our distributive share of Wells OP II�s loss exceeds the adjusted tax basis of our partnership interest in Wells OP II, the
recognition of such excess loss will be deferred until such time and to the extent that we have an adjusted tax basis in our partnership interest. To
the extent that Wells OP II�s distributions, or any decrease in our share of the indebtedness of Wells OP II (such decreases being considered a
cash distribution to the partners), exceed our adjusted tax basis, such excess distributions (including such constructive distributions) will
constitute taxable income to us. Such taxable income normally will be characterized as a capital gain if the interest in Wells OP II has been held
for longer than one year, subject to reduced tax rates described above (See � � Taxation of U.S. Stockholders � Capital Gain Distributions�). Under
current law, capital gains and ordinary income of corporations generally are taxed at the same marginal rates.
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Sale of the Properties

Our share of the gain realized by Wells OP II on the sale of any property held by Wells OP II as inventory or other property held primarily for
sale to customers in the ordinary course of Wells OP II�s trade or business will be treated as income from a prohibited transaction that is subject
to a 100% penalty tax. See � � Requirements for Qualification � Income Tests.� Under existing law, whether property is held as inventory or
primarily for sale to customers in the ordinary course of Wells OP II�s trade or business is a question of fact that depends on all the facts and
circumstances with respect to the particular transaction. We, however, do not presently intend to acquire or hold or allow Wells OP II to acquire
or hold any property that represents inventory or other property held primarily for sale to customers in the ordinary course of our or Wells OP II�s
trade or business.

State and Local Tax

We may be subject to state and local tax in various states and localities. Our stockholders may also be subject to state and local tax in various
states and localities. The tax treatment to us and to our stockholders in such jurisdictions may differ from the federal income tax treatment
described above. Consequently, before you buy our common stock, you should consult your own tax advisor regarding the effect of state and
local tax laws on an investment in our common stock.
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ERISA CONSIDERATIONS

The following is a summary of some considerations associated with an investment in our shares by a qualified employee pension benefit plan or
an individual retirement account (�IRA�). This summary is based on provisions of the Employee Retirement Income Security Act of 1974
(�ERISA�) and the Code, each as amended through the date of this prospectus, and the relevant regulations, opinions and other authority issued by
the Department of Labor and the IRS. We cannot assure you that there will not be adverse tax or labor decisions or legislative, regulatory or
administrative changes that would significantly modify the statements expressed herein. Any such changes may apply to transactions entered
into prior to the date of their enactment.

Each fiduciary of an employee pension benefit plan subject to ERISA (such as a profit sharing, Section 401(k) or pension plan) or any other
retirement plan or account subject to Section 4975 of the Code, such as an IRA, seeking to invest plan assets in our shares must, taking into
account the facts and circumstances of each such plan or IRA (�Benefit Plan�), consider, among other matters:

� whether the investment is consistent with the applicable provisions of ERISA and the Code;

� whether, under the facts and circumstances pertaining to the Benefit Plan in question, the fiduciary�s responsibility to the plan has been
satisfied;

� whether the investment will produce �unrelated business taxable income� (�UBTI�) to the Benefit Plan (see �Federal Income Tax
Considerations � Taxation of U.S. Stockholders � Treatment of Tax-Exempt Stockholders�); and

� the need to value the assets of the Benefit Plan annually.
Under ERISA, a plan fiduciary�s responsibilities include the following duties:

� to act solely in the interest of plan participants and beneficiaries and for the exclusive purpose of providing benefits to them, as well as
defraying reasonable expenses of plan administration;

� to invest plan assets prudently;

� to diversify the investments of the plan, unless it is clearly prudent not to do so;

� to ensure sufficient liquidity for the plan;

� to ensure that plan investments are made in accordance with plan documents; and

� to consider whether an investment would constitute or give rise to a prohibited transaction under ERISA or the Code.
ERISA also requires that, with certain exceptions, the assets of an employee benefit plan be held in trust and that the trustee, or a duly authorized
named fiduciary or investment manager, have exclusive authority and discretion to manage and control the assets of the plan.
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Prohibited Transactions

Generally, both ERISA and the Internal Revenue Code prohibit Benefit Plans from engaging in certain transactions involving plan assets with
specified parties, such as sales or exchanges or leasing of property, loans or other extensions of credit, furnishing goods or services, or transfers
to, or use of, plan assets. The specified parties are referred to as �parties-in-interest� under ERISA and as �disqualified persons� under the Internal
Revenue Code. These definitions generally include both parties owning threshold percentage interests in an investment entity and �persons
providing services� to the Benefit Plan, as well as employer sponsors of the Benefit Plan, fiduciaries and other individuals or entities affiliated
with the foregoing. For this purpose, a person generally is a fiduciary with respect to a Benefit Plan if, among other things, the person has
discretionary authority or control with respect to plan assets or provides investment advice for a fee with respect to plan assets. Under
Department of Labor regulations, a person shall be deemed to be providing investment advice if that person renders advice as to the advisability
of investing in our shares, and that person regularly provides investment advice to the Benefit Plan pursuant to a mutual agreement or
understanding that such advice will serve as the primary basis for investment decisions, and that the advice will be individualized for the Benefit
Plan based on its particular needs. Thus, if we are deemed to hold plan assets, our management could be characterized as fiduciaries with respect
to such assets, and each would be deemed to be a party-in-interest under ERISA and a disqualified person under the Internal Revenue Code with
respect to investing Benefit Plans. Whether or not we are deemed to hold plan assets, if we or our affiliates are affiliated with a Benefit Plan
investor, we might be a disqualified person or party-in-interest with respect to such Benefit Plan investor, resulting in a prohibited transaction
merely upon investment by such Benefit Plan in our shares.

Plan Asset Considerations

In order to determine whether an investment in our shares by a Benefit Plan creates or gives rise to the potential for either prohibited transactions
or a commingling of assets as referred to above, a fiduciary must consider whether an investment in our shares will cause our assets to be treated
as assets of the investing Benefit Plan. Neither ERISA nor the Code defines the term �plan assets�; however, regulations promulgated by the
Department of Labor provide guidelines as to whether, and under what circumstances, the underlying assets of an entity will be deemed to
constitute assets of a Benefit Plan when the plan invests in that entity (�Plan Assets Regulation�). Under the Plan Assets Regulation, the assets of
an entity in which a Benefit Plan makes an equity investment will generally be deemed to be assets of the Benefit Plan, unless one of the
exceptions to this general rule applies.

In the event that our underlying assets were treated as the assets of investing Benefit Plans, our management would be treated as fiduciaries with
respect to each Benefit Plan stockholder and an investment in our shares might constitute an ineffective delegation of fiduciary responsibility to
Wells Capital, our advisor, and expose the fiduciary of the Benefit Plan to co-fiduciary liability under ERISA for any breach by Wells Capital of
the fiduciary duties mandated under ERISA. Further, if our assets are deemed to be �plan assets,� an investment by an IRA in our shares might be
deemed to result in an impermissible commingling of IRA assets with other property.

If Wells Capital or its affiliates were treated as fiduciaries with respect to Benefit Plan stockholders, the prohibited transaction restrictions of
ERISA and the Code would apply to any transaction involving our assets. These restrictions could, for example, require that we avoid
transactions with persons who are affiliated with or related to us or our affiliates or require that we restructure our activities in order to obtain an
administrative exemption from the prohibited transaction restrictions. Alternatively, we might have to provide Benefit Plan stockholders with the
opportunity to sell their shares to us or we might dissolve.

107

Edgar Filing: SUNTRUST BANKS INC - Form 8-K

Table of Contents 37



Table of Contents

If a prohibited transaction were to occur, the Code imposes an excise tax equal to 15% of the amount involved and authorizes the IRS to impose
an additional 100% excise tax if the prohibited transaction is not �corrected� in a timely manner. These taxes would be imposed on any
disqualified person who participates in the prohibited transaction. In addition, Wells Capital and possibly other fiduciaries of Benefit Plan
stockholders subject to ERISA who permitted the prohibited transaction to occur or who otherwise breached their fiduciary responsibilities (or a
non-fiduciary participating in a prohibited transaction) could be required to restore to the Benefit Plan any profits they realized as a result of the
transaction or breach and make good to the Benefit Plan any losses incurred by the Benefit Plan as a result of the transaction or breach. With
respect to an IRA that invests in our shares, the occurrence of a prohibited transaction involving the individual who established the IRA, or his or
her beneficiary, would cause the IRA to lose its tax-exempt status under Section 408(e)(2) of the Code.

The Plan Assets Regulation provides that the underlying assets of an entity such as a REIT will be treated as assets of a Benefit Plan investing
therein unless the entity satisfies one of the exceptions to the general rule. We believe that we will satisfy one or more of the exceptions
described below.

Exception for �Publicly-Offered Securities.� If a Benefit Plan acquires �publicly-offered securities,� the assets of the issuer of the securities will
not be deemed to be �plan assets� under the Plan Assets Regulation. A publicly-offered security must be:

� sold as part of a public offering registered under the Securities Act of 1933, as amended, and be part of a class of securities registered
under the Securities Exchange Act of 1934, as amended, within a specified time period;

� part of a class of securities that is owned by 100 or more persons who are independent of the issuer and one another; and

� �freely transferable.�
Our shares are being sold as part of an offering of securities to the public pursuant to an effective registration statement under the Securities Act
of 1933 and are part of a class that are registered under the Securities Exchange Act of 1934 within the specified period. In addition, we have in
excess of 100 independent stockholders.

Whether a security is �freely transferable� depends upon the particular facts and circumstances. The Plan Assets Regulation provides several
examples of restrictions on transferability that, absent unusual circumstances, will not prevent the rights of ownership in question from being
considered �freely transferable� if the minimum investment is $10,000 or less. Where the minimum investment in a public offering of securities is
$10,000 or less, the presence of the following restrictions on transfer will not ordinarily affect a determination that such securities are �freely
transferable�:

� any restriction on, or prohibition against, any transfer or assignment that would either result in a termination or reclassification of the
entity for federal or state tax purposes or that would violate any state or federal statute, regulation, court order, judicial decree or rule of
law;

� any requirement that not less than a minimum number of shares or units of such security be transferred or assigned by any investor,
provided that such requirement does not prevent transfer of all of the then remaining shares or units held by an investor;
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� any prohibition against transfer or assignment of such security or rights in respect thereof to an ineligible or unsuitable investor; and

� any requirement that reasonable transfer or administrative fees be paid in connection with a transfer or assignment.
We have been structured with the intent to satisfy the �freely transferable� requirement set forth in the Plan Asset Regulation with respect to our
shares, although there is no assurance that our shares will meet such requirement. Our shares are subject to certain restrictions on transfer
intended to ensure that we continue to qualify for federal income tax treatment as a REIT and to comply with state securities laws and
regulations with respect to investor suitability. The minimum investment in our shares is less than $10,000; thus, these restrictions should not
cause the shares to be deemed not �freely transferable.�

Assuming that no other facts and circumstances other than those referred to in the preceding paragraphs exist that restrict transferability of
shares of our common stock and the offering takes place as described in this prospectus, shares of our common stock should constitute
�publicly-offered securities� and, accordingly, we believe that our underlying assets should not be considered �plan assets� under the Plan Assets
Regulation.

Exception for Insignificant Participation by Benefit Plan Investors. The Plan Assets Regulation provides that the assets of an entity will not be
deemed to be the assets of a Benefit Plan if equity participation in the entity by employee benefit plans, including Benefit Plans, is not
significant. The Plan Asset Regulation provides that equity participation in an entity by Benefit Plan investors is �significant� if at any time 25% or
more of the value of any class of equity interest is held by Benefit Plan investors. The term �Benefit Plan investors� is defined for this purpose
under ERISA Section 3(42) and includes any employee benefit plan subject to Part 4 of ERISA, any plan subject Section 4975 of the Code, and
any entity whose underlying assets include plan assets by reasons of a plan�s investment in such entity. In calculating the value of a class of
equity interests, the value of any equity interests held by us or any of our affiliates must be excluded. It is not clear whether we will qualify for
this exception since we do expect to have equity participation by �Benefit Plan investors� that may be in excess of 25%, which would be deemed
to be significant, as defined above.

Exception for Operating Companies. The Plan Assets Regulation provides an exception with respect to securities issued by an operating
company, which includes a �real estate operating company� or a �venture capital operating company.� Generally, we will be deemed to be a real
estate operating company if during the relevant valuation periods at least 50% of our assets are invested in real estate that is managed or
developed and with respect to which we have the right to participate substantially in management or development activities. To constitute a
venture capital operating company, 50% or more of our assets must be invested in �venture capital investments� during the relevant valuation
periods. A venture capital investment is an investment in an operating company, including a �real estate operating company,� as to which the
investing entity has or obtains direct management rights. If an entity satisfies these requirements on the date it first makes a long-term
investment (the �initial investment date�), or at any time during the entity�s first annual valuation period, it will be considered a real estate
operating company for the entire period beginning on the initial investment date and ending on the last day of the first annual valuation period.
Because this is a blind pool offering, we cannot assure you that we will be a real estate or venture capital operating company within the meaning
of the Plan Asset Regulations.
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Other Prohibited Transactions

Regardless of whether the shares qualify for the �publicly-offered security� exception of the Plan Assets Regulation, a prohibited transaction could
occur if we, Wells Capital, any selected broker-dealer or any of their affiliates is a fiduciary (within the meaning of Section 3(21) of ERISA)
with respect to any Benefit Plan purchasing our shares. Accordingly, unless an administrative or statutory exemption applies, shares should not
be purchased by a Benefit Plan with respect to which any of the above persons is a fiduciary. A person is a fiduciary with respect to a Benefit
Plan under Section 3(21) of ERISA if, among other things, the person has discretionary authority or control with respect to the Benefit Plan or
�plan assets,� or provides investment advice for a fee with respect to �plan assets.� Under a regulation issued by the Department of Labor, a person
shall be deemed to be providing investment advice if that person renders advice as to the advisability of investing in our shares and that person
regularly provides investment advice to the Benefit Plan pursuant to a mutual agreement or understanding (written or otherwise) (1) that the
advice will serve as the primary basis for investment decisions and (2) that the advice will be individualized for the Benefit Plan based on its
particular needs.

Annual Valuation

A fiduciary of an employee benefit plan subject to ERISA is required to determine annually the fair market value of each asset of the plan as of
the end of the plan�s fiscal year and to file a report reflecting that value with the Department of Labor. When the fair market value of any
particular asset is not available, the fiduciary is required to make a good faith determination of that asset�s fair market value, assuming an orderly
liquidation at the time the determination is made. In addition, a trustee or custodian of an IRA must provide an IRA participant with a statement
of the value of the IRA each year. In discharging its obligation to value assets of a plan, a fiduciary subject to ERISA must act consistently with
the relevant provisions of the plan and the general fiduciary standards of ERISA.

Unless and until our shares are listed on a national securities exchange, we do not expect that a public market for our shares will develop. To
date, neither the IRS nor the Department of Labor has promulgated regulations specifying how a plan fiduciary should determine the fair market
value of shares when the fair market value of such shares is not determined in the marketplace. Therefore, to assist fiduciaries in fulfilling their
valuation and annual reporting responsibilities, we intend to have our advisor prepare annual reports of the estimated value of our shares.

Eventually, we may engage a third-party valuation firm to value our shares; however, we intend to use our advisor�s estimate until at least three
fiscal years after completion of our offering stage. (We will view our offering stage as complete upon the termination of our first public equity
offering that is followed by a one-year period during which we do not engage in another public equity offering. For purposes of this definition,
we do not consider a �public equity offering� to include offerings on behalf of selling stockholders or offerings related to a dividend reinvestment
plan, employee benefit plan or the redemption of interests in Wells OP II). Furthermore, until we have completed our offering stage, our advisor
has indicated that it intends to use the most recent price paid to acquire a share in our offering (ignoring purchase price discounts for certain
categories of purchasers) as its estimated per share value of our shares. Although this approach to valuing our shares has the advantage of
avoiding the cost of paying for appraisals or other valuation services, the estimated value may bear little relationship and will likely exceed what
you might receive for your shares if you tried to sell them or if we liquidated our portfolio.
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After three years from completion of our offering stage, the estimated value of our shares will be based upon a number of assumptions that may
not be accurate or complete. We do not currently anticipate obtaining appraisals for our properties and, accordingly, the estimates should not be
viewed as an accurate reflection of the fair market value of our properties nor will they represent the amount of net proceeds that would result
from an immediate sale of our properties. For these reasons, the estimated valuations should not be utilized for any purpose other than to assist
plan fiduciaries in fulfilling their annual valuation and reporting responsibilities. Even after our advisor no longer uses the most recent offering
price as the estimated value of our shares, you should be aware of the following:

� the estimated values may not be realized by us or by you upon liquidation (in part because estimated values do not necessarily indicate
the price at which assets could be sold and because the estimates may not take into account the expenses of selling our assets);

� you may not realize these values if you were to attempt to sell your shares; and

� the estimated values, or the method used to establish values, may not comply with the ERISA or IRA requirements described above.
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DESCRIPTION OF SHARES

Our amended and restated charter authorizes the issuance of 1,000,000,000 shares of capital stock, of which 900,000,000 shares are designated
as common stock with a par value of $0.01 per share, and 100,000,000 shares are designated as preferred stock with a par value of $0.01 per
share. In addition, our board of directors may amend our charter to increase or decrease the amount of our authorized shares.

As of June 30, 2008, we had approximately 409 million shares of common stock outstanding held by a total of approximately 112,000
stockholders and no shares of preferred stock were issued and outstanding.

Common Stock

The holders of common stock are entitled to one vote per share on all matters voted on by stockholders, including election of our directors. Our
charter does not provide for cumulative voting in the election of our directors. Therefore, the holders of a majority of the outstanding common
shares can elect our entire board of directors. Subject to any preferential rights of any outstanding series of preferred stock, the holders of
common stock are entitled to such dividends as may be declared from time to time by our board of directors out of legally available funds and,
upon liquidation, are entitled to receive all assets available for distribution to our stockholders. Holders of shares of common stock will not have
preemptive rights nor dissenters� rights. Our common stock shall be non-assessable by us upon our receipt of the consideration for which our
board of directors authorized its issuance.

Our board of directors has authorized the issuance of shares of our capital stock without certificates. We expect that, until our shares are listed on
a national securities exchange, we will not issue shares in certificated form. Information regarding restrictions on the transferability of our shares
that, under Maryland law, would otherwise have been required to appear on our share certificates will instead be furnished to our stockholders
upon request and without charge. We maintain a stock ledger that contains the name and address of each stockholder and the number of shares
that the stockholder holds. With respect to uncertificated stock, we will continue to treat the stockholder registered on our stock ledger as the
owner of the shares until the new owner delivers a properly executed form to us, which form we will provide to any registered holder upon
request.

Preferred Stock

Our charter authorizes our board of directors to designate and issue one or more classes or series of preferred stock without stockholder
approval. Our board of directors may determine the relative rights, preferences and privileges of each class or series of preferred stock so issued,
which may be more beneficial than the rights, preferences and privileges attributable to the common stock. The issuance of preferred stock could
have the effect of delaying or preventing a change in control. Our board of directors has no present plans to issue preferred stock, but may do so
at any time in the future without stockholder approval.

Meetings and Special Voting Requirements

An annual meeting of the stockholders will be held each year, at least 30 days after delivery of our annual report. Special meetings of
stockholders may be called only upon the request of our board of directors, a majority of the independent directors, the president or upon the
written request of stockholders holding at least 10% of the shares entitled to be cast on any issue proposed to be considered at the special
meeting. Upon receipt of a written request of stockholders holding at least 10% of the shares entitled to be cast stating the purpose of the special
meeting, our secretary will provide all of our
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stockholders written notice of the meeting and the purpose of such meeting. The meeting must be held not less than 15 days or more than 60
days after the distribution of the notice of the meeting. The presence in person or by proxy of stockholders entitled to cast a majority of all the
votes entitled to be cast at the meeting constitutes a quorum. Unless otherwise provided by the Maryland General Corporation Law or our
charter, the affirmative vote of a majority of all votes cast is necessary to take stockholder action, except that a plurality of the votes cast is
sufficient to elect a director. However, our Corporate Governance Guidelines enhance our stockholders� ability to influence the composition of
our board of directors with respect to the election of our directors in an uncontested election. See �Management � Corporate Governance
Guidelines Relating to Election of Directors.�

Our charter provides that, to the extent permitted by Maryland law, the concurrence of the board is not required in order for the stockholders to
amend the charter, dissolve the corporation or remove directors. However, we have been advised that Maryland law does require board approval
in order to amend our charter or dissolve. Without the approval of a majority of the shares entitled to vote on the matter, the board of directors
may not:

� amend the charter to adversely affect the rights, preferences and privileges of the stockholders;

� amend charter provisions relating to director qualifications, fiduciary duties, liability and indemnification, conflicts of interest,
investment policies or investment restrictions;

� cause our liquidation or dissolution after our initial investment in property;

� sell all or substantially all of our assets other than in the ordinary course of business; or

� cause our merger or reorganization.
Wells Capital is selected and approved as our advisor annually by our directors. While the stockholders do not have the ability to vote to replace
Wells Capital or to select a new advisor, stockholders do have the ability, by the affirmative vote of a majority of the shares entitled to vote on
such matter, to remove a director from our board.

Restriction on Ownership of Shares

Ownership Limit

In order for us to qualify as a REIT, during the last half of each taxable year, not more than 50% of the value of our outstanding shares may be
owned, directly or indirectly, by five or fewer individuals, as defined in the Internal Revenue Code to include certain entities. In addition, the
outstanding shares must be owned by 100 or more persons independent of us and each other during at least 335 days of a 12-month taxable year
or during a proportionate part of a shorter taxable year. Each of the requirements specified in the two preceding sentences did not apply until
after the first taxable year for which we made an election to be taxed as a REIT. We may prohibit certain acquisitions and transfers of shares so
as to ensure our continued qualification as a REIT under the Internal Revenue Code. However, we cannot assure you that this prohibition will be
effective.

In order to assist us in preserving our status as a REIT, our charter contains a limitation on ownership that prohibits any person or group of
persons from acquiring, directly or indirectly, beneficial ownership of more than 9.8% of our outstanding shares unless exempted by our board
of directors. Our charter provides that any transfer of shares that would violate our share ownership limitations is null and
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void and the intended transferee will acquire no rights in such shares, unless the transfer is approved by our board of directors based upon receipt
of information that such transfer would not violate the provisions of the Internal Revenue Code for qualification as a REIT.

Shares that, if transferred, would be in excess of the 9.8% ownership limit (without an exemption from our board of directors) will be transferred
automatically to a trust effective on the day before the reported transfer of such shares. The record holder of the shares that are held in trust will
be required to submit such number of shares to us in the name of the trustee of the trust. We will designate a trustee of the share trust that will
not be affiliated with us. We will also name one or more charitable organizations as a beneficiary of the share trust. Shares held in trust will
remain issued and outstanding shares and will be entitled to the same rights and privileges as all other shares of the same class or series. The
trustee will receive all dividends and distributions on the shares held in trust and will hold such dividends or distributions in trust for the benefit
of the beneficiary. The trustee may vote any shares held in trust.

At our direction, the trustee will transfer the shares held in trust to a person whose ownership will not violate the ownership limit. The transfer
shall be made within 20 days of our receipt of notice that shares have been transferred to the trust. During this 20-day period, we will have the
option of redeeming such shares. Upon any such transfer or redemption, the purported transferee or holder shall receive a per share price equal
to the lesser of (1) the price per share in the transaction that caused the ownership limit violation or (2) the market price per share on the date of
the transfer or redemption.

Any person who (1) acquires shares in violation of the foregoing restrictions or who owns shares that were transferred to any such trust is
required to give immediate written notice to us of such event, or (2) transfers or receives shares subject to such limitations is required to give us
15 days� written notice prior to such transaction. In both cases, such persons shall provide to us such other information as we may request in
order to determine the effect, if any, of such transfer on our status as a REIT.

The foregoing restrictions will continue to apply until our board of directors determines it is no longer in our best interest to continue to qualify
as a REIT. The ownership limit also does not apply to the underwriter in an offering of shares or to a person or persons exempted from the
ownership limit by our board of directors based upon appropriate assurances that our qualification as a REIT would not be jeopardized.

Any person who owns 5% or more of our outstanding shares during any taxable year will be asked to deliver to us a statement or affidavit setting
forth the number of shares beneficially owned, directly or indirectly.

Suitability Standards and Minimum Purchase Requirements

State law and our charter require that purchasers of our stock meet standards regarding (i) net worth or income and (ii) minimum purchase
amounts. These standards are described above at �Suitability Standards� immediately following the cover page of this prospectus and below at
�Plan of Distribution � Minimum Purchase Requirements.� The standards apply not only to purchasers in this offering, but also to potential
purchasers of your shares. As a result, the requirements regarding suitability and minimum purchase amounts, which are applicable until our
shares of common stock are listed on a national securities exchange, may make it more difficult for you to sell your shares.

Dividends

Dividends will be paid on a quarterly basis regardless of the frequency with which such dividends are declared. Dividends will be paid to
investors who are stockholders as of the record dates selected by
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our board of directors. We expect to calculate our quarterly dividends based upon daily record dates so that our investors will be entitled to be
paid dividends immediately upon purchasing our shares. We expect to make quarterly dividend payments following such calculation.

We are required to make distributions sufficient to satisfy the requirements for qualification as a REIT for tax purposes. Generally, income
distributed as dividends will not be taxable to us under the Internal Revenue Code if we distribute at least 90% of our REIT taxable income
(computed without regard to the dividends-paid deduction and excluding net capital gain). See �Federal Income Tax Considerations � Annual
Distribution Requirements.�

Dividends will be declared at the discretion of our board of directors. Our board will be guided, in substantial part, by its desire to cause us to
comply with the REIT requirements. Because we may receive income from interest or rents at various times during our fiscal year, dividends
may not reflect our income earned in that particular distribution period but may be made in anticipation of cash flow that we expect to receive
during a later quarter and may be made in advance of actual receipt of funds in an attempt to make dividends relatively uniform. We may borrow
money, issue securities or sell assets in order to make dividend distributions.

We are not prohibited from distributing our own securities in lieu of making cash dividends to stockholders, provided that the securities so
distributed to stockholders are readily marketable. Stockholders who receive marketable securities in lieu of cash dividends may incur
transaction expenses in liquidating the securities.

Dividend Reinvestment Plan

We have adopted an amended and restated dividend reinvestment plan that allows you to have dividends and other distributions otherwise
distributable to you invested in additional shares of our common stock. The following discussion summarizes the principal terms of this plan.
The full text of our amended and restated dividend reinvestment plan is included as Appendix B to this prospectus.

Eligibility

All of our stockholders are eligible to participate in our dividend reinvestment plan except for restrictions imposed by us in order to comply with
the securities laws of various jurisdictions. We may elect to deny your participation in this plan if you reside in a jurisdiction or foreign country
where, in our judgment, the burden or expense of compliance with applicable securities laws makes your participation impracticable or
inadvisable.

At any time prior to the listing of our shares on a national securities exchange, you must cease participation in our dividend reinvestment plan if
you no longer meet the suitability standards or cannot make the other investor representations set forth in the then-current prospectus or in the
subscription agreement. Participants must agree to notify us promptly when they no longer meet these standards. See the �Suitability Standards�
section of this prospectus (immediately following the cover page) and the form of subscription agreement attached hereto as Appendix A.

Election to Participate

Assuming you are eligible, you may elect to participate in our dividend reinvestment plan by completing the Subscription Agreement or other
approved enrollment form available from the dealer manager or a participating broker-dealer. Your participation in the plan will begin with the
next distribution made after receipt of your enrollment form. Once enrolled, you may generally continue to
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purchase shares under our dividend reinvestment plan until we have terminated the plan. You can choose to have all or a portion of your
dividends reinvested through our dividend reinvestment plan. You may also change the percentage of your dividends that will be reinvested at
any time if you complete a new enrollment form or other form provided for that purpose. Any election to increase your level of participation
must be made through your participating broker-dealer or, if you purchase shares in this offering other than through a participating
broker-dealer, through the dealer manager.

Stock Purchases

Shares will be purchased under our dividend reinvestment plan on the quarterly distribution payment dates. The purchase of fractional shares is a
permissible, and likely, result of the reinvestment of dividends under the plan.

The purchase price per share will be the higher of $9.55 or 95% of the estimated value of a share of our common stock, as estimated by our
advisor or another firm chosen for that purpose. We intend to use our advisor�s estimate until at least three fiscal years after completion of our
offering stage. We will view our offering stage as complete upon the termination of our first public equity offering that is followed by a one-year
period during which we do not engage in another public equity offering. (For purposes of this definition, we do not consider a �public equity
offering� to include offerings on behalf of selling stockholders or offerings related to a dividend reinvestment plan, employee benefit plan or the
redemption of interests in Wells OP II). Our advisor has indicated that during this initial period it intends to use the most recent price paid to
acquire a share in our offering (ignoring purchase price discounts for certain categories of purchasers) as its estimated per share value of our
shares. This estimated value may bear little relationship and will likely exceed what you might receive for your shares if you tried to sell them or
if we liquidated the portfolio.

Account Statements

Our dealer manager or a participating broker-dealer will provide a confirmation of your quarterly purchases under the dividend reinvestment
plan. The dealer manager or participating broker-dealer will provide the confirmation to you or your designee within five business days after the
end of each quarter, which confirmation is to disclose the following information:

� each distribution reinvested for your account during the quarter;

� the date of the reinvestment;

� the number and price of the shares purchased by you; and

� the total number of shares in your account.
In addition, within 90 days after the end of each calendar year, we will provide you with an individualized report on your investment, including
the purchase dates, purchase price, number of shares owned and the amount of distributions made in the prior year.

Fees and Commissions

No selling commissions or dealer manager fees are payable on shares sold under the dividend reinvestment plan, and we will not receive a fee
for selling shares under the dividend reinvestment plan. Sales under this plan, however, will result in greater fee income for our advisor. See
�Management Compensation.�
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Voting

You may vote all whole shares acquired through our dividend reinvestment plan.

Tax Consequences of Participation

If you elect to participate in our dividend reinvestment plan and are subject to federal income taxation, you will incur a tax liability for
distributions allocated to you even though you have elected not to receive the distributions in cash but rather to have the distributions withheld
and reinvested pursuant to the plan. Specifically, you will be treated as if you have received the distribution from us in cash and then applied
such distribution to the purchase of additional shares. In addition, to the extent you purchase shares through our dividend reinvestment plan at a
discount to their fair market value, you will be treated for tax purposes as receiving an additional distribution equal to the amount of the
discount. At least until three years after our offering stage is complete, we expect that (i) we will sell shares under our dividend reinvestment
plan at $9.55 per share; (ii) no secondary trading market for our shares will develop; and (iii) our advisor will estimate the fair market value of a
share to be $10.00. Therefore, at least until three years after our offering stage is complete, participants in our dividend reinvestment plan will be
treated as having received a dividend of $10.00 for each $9.55 reinvested by them under the plan. You will be taxed on the amount of such
distribution as a dividend to the extent such distribution is from current or accumulated earnings and profits, unless we have designated all or a
portion of the dividend as a capital gain dividend. See �Federal Income Tax Considerations � Taxation of U.S. Stockholders � Distributions
Generally.� We will withhold 28% of the amount of dividends or distributions paid if you fail to furnish a valid taxpayer identification number,
fail to properly report interest or dividends or fail to certify that you are not subject to withholding.

Termination of Participation

You may terminate your participation in our dividend reinvestment plan at any time by providing us with written notice. For your termination to
be effective for a particular distribution, we must have received your notice of termination at least 10 business days prior to the last day of the
fiscal period to which the distribution relates. Any transfer of your shares will effect a termination of the participation of those shares in the
dividend reinvestment plan. We will terminate your participation to the extent that a reinvestment of your dividends in our shares would cause
you to exceed the ownership limitation contained in our charter.

Amendment or Termination of Plan

We may amend or terminate our dividend reinvestment plan for any reason at any time, provided that any amendment that adversely affects the
rights or obligations of a participant (as determined in the sole discretion of the board of directors) will only take effect upon 10 days� written
notice to participants.

Share Redemption Program

We have adopted a share redemption program that enables stockholders to sell their shares to us, subject to the limitations described below. The
program contains different rules for redemptions sought within two years of a stockholder�s death or �qualifying disability� (as defined below). We
refer to redemptions that do not occur within two years of a stockholder's death or qualifying disability as �Ordinary Redemptions.�

For Ordinary Redemptions, the initial price at which we will repurchase a share under the share redemption program is 91% of the price at
which we sold the share. We will pay $9.10 to redeem a share
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issued at $10.00. This initial redemption price will remain fixed until three years after we complete our offering stage. We define the completion
of our offering stage to be upon the termination of our first public equity offering that is followed by a one-year period in which we do not
engage in another public equity offering. (For purposes of this definition, we do not consider a �public equity offering� to include offerings on
behalf of selling stockholders or offerings related to a dividend reinvestment plan, employee benefit plan or the redemption of interests in Wells
OP II).

Three years after we complete our offering stage, the redemption price for Ordinary Redemptions will equal 95% of the estimated per share
value of our shares, as estimated by our advisor or another firm chosen for that purpose. We will report this redemption price in the annual report
and the three quarterly reports that we publicly file with the SEC.

There are several limitations on our ability to redeem shares:

� We will not make an Ordinary Redemption until one year after the issuance of the share to be redeemed.

� We will not redeem shares on any redemption date to the extent that such redemptions would cause the amount paid for Ordinary
Redemptions since the beginning of the then-current calendar year to exceed 50% of the net proceeds from the sale of shares under our
dividend reinvestment plan during such period.

� We will limit Ordinary Redemptions and those in connection with a �qualifying disability� so that the aggregate of such redemptions
during any calendar year do not exceed:

� 100% of the net proceeds from our dividend reinvestment plan during the calendar year; or

� 5% of the weighted-average number of shares outstanding in the prior calendar year.
Our share redemption program obligates us to honor all redemption requests made within two years of a stockholder's death. Furthermore, under
the terms of our Corporate Governance Guidelines, until a secondary market develops for shares of our common stock or until our board of
directors decides to commence a liquidation of the Company, we may not amend the share redemption program in a way that materially
adversely affects the rights of redeeming heirs without the approval of our stockholders.

On June 16, 2006, we entered into an insurance agreement with an affiliate of London Life and Casualty Reinsurance Corporation, to provide us
with an insurance-backed funding source for the redemption of the shares under our share redemption program in the event we receive an
unusually large number of redemption requests due to the death of investors. The funding for redemptions under the share redemption program
was previously funded solely from funds received from our dividend reinvestment plan. After the deductible has been met under the insurance
agreement, funds will be disbursed to us, upon receipt of a share re-registration or redemption request due to the death of a stockholder.

In accordance with the insurance agreement, the share redemption program insurance proceeds will be paid to us after a quarterly adjusted
deductible, currently $20.5 million for the quarter ended June 30, 2008, is met. The deductible adjusts with additional investment proceeds
raised and with the changing demographics of our stockholder base (age, gender, etc.). The maximum dollar value of proceeds that we can
collect under the insurance agreement is $6.0 billion in aggregate or $5.0 million for any individual redemption request. The insurance
agreement has a 10-year term unless it expires earlier upon the occurrence of one of the following liquidity events: (i) the listing of our shares on
a national
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exchange, (ii) our liquidation, or (iii) the acquisition of a majority of our shares by an unaffiliated entity or a merger in which we are not the
surviving entity. We may elect to terminate the insurance agreement at any time with 30 days� written notice, subject to a $0.1 million
termination fee and possible penalty. Under our Corporate Governance Guidelines, we must seek the approval of our stockholders prior to
terminating this insurance program.

Subject to the limitations described above, we will redeem shares on the last business day of each month. Requests for redemption must be
received at least five business days before a month-end redemption date in order for us to repurchase the shares that month. If we cannot
purchase all shares presented for redemption, we will honor redemption requests at the applicable month-end on a pro rata basis. We will deviate
from pro rata purchases in two minor ways: (i) if a pro rata redemption would result in you owning less than half of the minimum amount
required by applicable state law, then we would redeem all of your shares; and (ii) if a pro rata redemption would result in you owning more
than half but less than all of the amount required by applicable state law, then we would not redeem any shares that would reduce your holdings
below the minimum amount. In the event that you seek the redemption of all of your shares, there is no holding-period requirement for shares
purchased pursuant to our dividend reinvestment plan.

If we do not completely satisfy your redemption request at month-end because the request was not received in time or because of the restrictions
on the number of shares we can redeem under the program, we will treat the unsatisfied portion of the redemption request as a request for
redemption in the following month unless you withdraw the request before the next date for redemptions. You may withdraw a redemption
request upon written notice to us at the address below before the date for redemption.

In several respects we treat redemptions sought within two years of a stockholder�s death or �qualifying disability� (as defined below) differently
from Ordinary Redemptions. First, there is no requirement that the shares be outstanding for at least a year before being redeemed. Second, the
redemption price equals 100% of the price at which we sold the shares until three years after we complete our offering stage. At that time, the
redemption price will be 100% of the price at which we sold the shares or 100% of the estimate of our per share value, whichever is greater.
Finally, there are differences in the limitations imposed on different types of redemptions as described in the bullets above.

In order for a disability to entitle a stockholder to the special redemption terms described above (a �qualifying disability�), (1) the stockholder
must receive a determination of disability based upon a physical or mental condition or impairment arising after the date the stockholder
acquired the shares to be redeemed, and (2) such determination of disability must be made by the governmental agency responsible for
reviewing the disability retirement benefits that the stockholder could be eligible to receive (the �applicable governmental agency�). The
�applicable governmental agencies� are limited to the following: (i) if the stockholder paid Social Security taxes and therefore could be eligible to
receive Social Security disability benefits, then the applicable governmental agency is the Social Security Administration or the agency charged
with responsibility for administering Social Security disability benefits at that time if other than the Social Security Administration; (ii) if the
stockholder did not pay Social Security benefits and therefore could not be eligible to receive Social Security disability benefits, but the
stockholder could be eligible to receive disability benefits under the Civil Service Retirement System (�CSRS�), then the applicable governmental
agency is the U.S. Office of Personnel Management or the agency charged with responsibility for administering CSRS benefits at that time if
other than the Office of Personnel Management; or (iii) if the stockholder did not pay Social Security taxes and therefore could not be eligible to
receive Social Security benefits but suffered a disability that resulted in the stockholder�s discharge from military service under conditions that
were other than dishonorable and therefore could be eligible to receive military disability benefits, then the applicable governmental agency is
the Veteran�s Administration or the agency charged with the responsibility for administering military disability benefits at that time if other than
the Veteran�s Administration.
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Disability determinations by governmental agencies for purposes other than those listed above, including but not limited to worker�s
compensation insurance, administration or enforcement of the Rehabilitation Act or Americans with Disabilities Act or waiver of insurance
premiums will not entitle a stockholder to the special redemption terms described above. Redemption requests following an award by the
applicable governmental agency of disability benefits must be accompanied by: (1) the investor�s initial application for disability benefits and
(2) a Social Security Administration Notice of Award, a U.S. Office of Personnel Management determination of disability under CSRS, a
Veteran�s Administration record of disability-related discharge or such other documentation issued by the applicable governmental agency that
we deem acceptable and demonstrates an award of the disability benefits.

We understand that the following disabilities do not entitle a worker to Social Security disability benefits:

� disabilities occurring after the legal retirement age;

� temporary disabilities; and

� disabilities that do not render a worker incapable of performing substantial gainful activity.
Therefore, such disabilities will not qualify for the special redemption terms except in the limited circumstances when the investor is awarded
disability benefits by the other �applicable governmental agencies� described above.

A stockholder that is a trust may only redeem on the terms available in connection with the death or disability of a stockholder if the deceased or
disabled was the sole beneficiary of the trust or if the only other beneficiary of the trust was the spouse of the deceased or disabled.

Qualifying stockholders who desire to redeem their shares must give written notice to Wells Investment Securities, our dealer manager, at 6200
The Corners Parkway, Suite 250, Norcross, Georgia 30092, ATTN: Client Services. Wells Investment Securities is responsible for all services to
be performed in connection with the share redemption program, although it has outsourced clerical duties to our advisor.

Our board of directors may amend, suspend or terminate the share redemption program upon 30 days� notice, except as described above with
respect to amendments that would materially adversely affect the rights of redeeming heirs. We will notify you of any amendment, suspension or
termination of the share redemption program (i) in the annual or quarterly reports mentioned above or (ii) by means of a separate mailing,
accompanied by disclosure in a current or periodic report under the Securities Exchange Act of 1934. During a public offering, we will also
include this information in a prospectus supplement or post-effective amendment to the registration statement, as then required under federal
securities laws.

Our share redemption program only provides stockholders a limited ability to redeem shares for cash until a secondary market develops for the
shares, at which time the program will terminate. No such market presently exists, and we cannot assure you that any market for your shares will
ever develop.
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Restrictions on Roll-Up Transactions

In connection with any proposed transaction considered a �Roll-up Transaction� (defined below) involving us and the issuance of securities of an
entity, which we refer to as a �Roll-up Entity,� that would be created or would survive after the successful completion of the Roll-up Transaction,
an appraisal of all properties will be obtained from a competent independent appraiser. The properties will be appraised on a consistent basis,
and the appraisal will be based on the evaluation of all relevant information and will indicate the value of the properties as of a date immediately
preceding the announcement of the proposed Roll-up Transaction. If the appraisal will be included in a prospectus used to offer the securities of
a Roll-Up Entity, the appraisal will be filed with the SEC and, if applicable, the states in which registration of such securities is sought, as an
exhibit to the registration statement for the offering. The appraisal will assume an orderly liquidation of properties over a 12-month period. The
terms of the engagement of the independent appraiser will clearly state that the engagement is for our benefit and the benefit of our stockholders.
A summary of the appraisal, indicating all material assumptions underlying the appraisal, will be included in a report to stockholders in
connection with any proposed Roll-up Transaction.

A �Roll-up Transaction� is a transaction involving the acquisition, merger, conversion or consolidation, directly or indirectly, of us and the
issuance of securities of a Roll-up Entity. This term does not include:

� a transaction involving our securities that have been for at least 12 months listed on a national securities exchange; or

� a transaction involving the conversion to corporate, trust, or association form of only us if, as a consequence of the transaction, there
will be no significant adverse change in stockholder voting rights, the term of our existence, compensation to Wells Capital or our
investment objectives.

In connection with a proposed Roll-up Transaction, the person sponsoring the Roll-up Transaction must offer to stockholders who vote �no� on the
proposal the choice of:

(1) accepting the securities of the Roll-up Entity offered in the proposed Roll-up Transaction; or

(2) one of the following:

(A) remaining as stockholders of us and preserving their interests therein on the same terms and conditions as existed
previously; or

(B) receiving cash in an amount equal to the stockholder�s pro rata share of the appraised value of our net assets.
We are prohibited from participating in any proposed Roll-up Transaction:

� that would result in the stockholders having democracy rights in a Roll-up Entity that are less than those provided in our bylaws and
described elsewhere in this prospectus, including rights with respect to the election and removal of directors, annual reports, annual and
special meetings, amendment of our charter, and dissolution of us;
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� that includes provisions that would operate to materially impede or frustrate the accumulation of shares by any purchaser of the
securities of the Roll-up Entity, except to the minimum extent necessary to preserve the tax status of the Roll-up Entity, or that would
limit the ability of an investor to exercise the voting rights of its securities of the Roll-up Entity on the basis of the number of shares
held by that investor;

� in which investors� rights to access of records of the Roll-up Entity will be less than those provided in the section of this prospectus
entitled �Description of Shares � Meetings and Special Voting Requirements�; or

� in which any of the costs of the Roll-up Transaction would be borne by us if the Roll-up Transaction is not approved by the
stockholders.
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THE OPERATING PARTNERSHIP AGREEMENT

General

Wells Operating Partnership II, L.P., which we refer to as �Wells OP II,� was formed in July 2003 to acquire, own and operate properties on our
behalf. As a result of this structure, we are considered to be an umbrella partnership real estate investment trust, or UPREIT. An UPREIT is a
structure REITs often use to acquire real property from owners on a tax deferred basis (the sellers can generally accept partnership units and
defer taxable gain otherwise required to be recognized by them upon the disposition of their properties). Such owners may also desire to achieve
diversity in their investment and other benefits afforded to stockholders in a REIT. For purposes of satisfying the asset and income tests for
qualification as a REIT for tax purposes, the REIT�s proportionate share of the assets and income of Wells OP II are deemed to be assets and
income of the REIT.

We expect that substantially all of our assets will be held by Wells OP II. We are the sole general partner of Wells OP II and, as of June 30,
2008, owned approximately 99.9% of the equity interests in Wells OP II. As the sole general partner, we have the exclusive power to manage
and conduct the business of Wells OP II. Wells Capital is the sole limited partner of Wells OP II, which interests it purchased for $200,000 in
2003.

The following is a summary of material provisions of the limited partnership agreement of Wells OP II. This summary is qualified by the
specific language in the limited partnership agreement. You should refer to the actual limited partnership agreement for more detail. You may
request a copy of the partnership agreement, at no cost, by writing or telephoning us as set forth below at �Where You Can Find More
Information.�

Capital Contributions

As we accept subscriptions for shares, we will transfer substantially all of the net proceeds of the offering to Wells OP II as a capital
contribution; however, we will be deemed to have made capital contributions in the amount of the gross offering proceeds received from
investors. Wells OP II will be deemed to have simultaneously paid the selling commissions and other costs associated with the offering. If Wells
OP II requires additional funds at any time in excess of capital contributions made by us and Wells Capital or from borrowing, we may borrow
funds from a financial institution or other lender and lend such funds to Wells OP II on the same terms and conditions as are applicable to our
borrowing of such funds. In addition, we are authorized to cause Wells OP II to issue partnership interests for less than fair market value if we
conclude in good faith that such issuance is in the best interest of Wells OP II and us.

Operations

The limited partnership agreement of Wells OP II provides that, so long as we remain qualified as a REIT, Wells OP II is to be operated in a
manner that will enable us to satisfy the requirements for being classified as a REIT for tax purposes. As general partner of Wells OP II, we are
also empowered to do anything to ensure that Wells OP II will not be classified as a �publicly traded partnership� for purposes of Section 7704 of
the Internal Revenue Code. Classification as a publicly traded partnership could result in Wells OP II being taxed as a corporation, rather than as
a partnership.

123

Edgar Filing: SUNTRUST BANKS INC - Form 8-K

Table of Contents 53



Table of Contents

Distributions and Allocations of Profits and Losses

The limited partnership agreement provides that Wells OP II will distribute cash flow from operations to its partners in accordance with their
relative percentage interests on at least a quarterly basis in amounts that we, as general partner, determine. The effect of these distributions will
be that a holder of one unit of limited partnership interest in Wells OP II will receive the same amount of annual cash flow distributions as the
amount of annual dividends paid to the holder of one of our shares.

Similarly, the limited partnership agreement provides that taxable income is allocated to the partners of Wells OP II in accordance with their
relative percentage interests. Subject to compliance with the provisions of Sections 704(b) and 704(c) of the Internal Revenue Code and
corresponding Treasury regulations, the effect of these allocations will be that a holder of one unit of limited partnership interest in Wells OP II
will be allocated taxable income for each taxable year in an amount equal to the amount of taxable income to be recognized by a holder of one of
our shares. Losses, if any, will generally be allocated among the partners in accordance with their respective percentage interests in Wells OP II.
Losses cannot be passed through to our stockholders.

If Wells OP II liquidates, debts and other obligations must be satisfied before the partners may receive any distributions. Any distributions to
partners then will be made to partners in accordance with their respective positive capital account balances.

Rights, Obligations and Powers of the General Partner

As Wells OP II�s general partner, we generally have complete and exclusive discretion to manage and control Wells OP II�s business and to make
all decisions affecting its assets. This authority generally includes, among other things, the authority to:

� acquire, purchase, own, operate, lease and dispose of any real property and any other property;

� construct buildings and make other improvements on owned or leased properties;

� authorize, issue, sell, redeem or otherwise purchase any debt or other securities;

� borrow money;

� make or revoke any tax election;

� maintain insurance coverage in amounts and types as we determine is necessary;

� retain employees or other service providers;

� form or acquire interests in joint ventures; and

� merge, consolidate or combine Wells OP II with another entity.
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Wells OP II pays all the administrative and operating costs and expenses it incurs in acquiring and operating real properties. Wells OP II also
pays all of our administrative costs and expenses and such expenses are treated as expenses of Wells OP II. Such expenses include:

� all expenses relating to our formation and continuity of existence;

� all expenses relating to the public offering and registration of our securities;

� all expenses associated with the preparation and filing of our periodic reports under federal, state or local laws or regulations;

� all expenses associated with our compliance with applicable laws, rules and regulations; and

� all of our other operating or administrative costs incurred in the ordinary course of business.
The only costs and expenses we incur for which we are not reimbursed by Wells OP II are costs and expenses relating to properties we own
outside of Wells OP II. We pay the expenses relating to such properties directly.

Exchange Rights

The limited partners of Wells OP II have the right to cause Wells OP II to redeem their limited partnership units for cash equal to the value of an
equivalent number of our shares, or, at our option, we may purchase their limited partnership units for cash or by issuing one share of our
common stock for each limited partnership unit redeemed. These exchange rights may not be exercised, however, if and to the extent that the
delivery of shares upon such exercise would:

� result in any person owning shares in excess of the ownership limit in our charter (unless exempted by our board of directors);

� result in our shares being owned by fewer than 100 persons;

� result in our shares being �closely held� within the meaning of Section 856(h) of the Code; or

� cause us to own 10% or more of the ownership interests in a tenant within the meaning of Section 856(d)(2)(B) of the Code.
Furthermore, limited partners may exercise their exchange rights only after their limited partnership units have been outstanding for one year. A
limited partner may not deliver more than two exchange notices each calendar year and may not exercise an exchange right for less than 1,000
limited partnership units, unless such limited partner holds less than 1,000 units. In that case, he must exercise his exchange right for all of his
units.

Change in General Partner

We are generally not allowed to withdraw as the general partner of Wells OP II or transfer our general partnership interest in Wells OP II
(except to a wholly owned subsidiary). The principal exception to this is if we merge with another entity and (1) the holders of a majority of
partnership units (including those we hold) approve the transaction; (2) the limited partners receive or have the right to receive an amount of
cash, securities or other property equal in value to the amount they would have received if they had exercised their exchange rights immediately
before such transaction; (3) we are the
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surviving entity and our stockholders do not receive cash, securities, or other property in the transaction; or (4) the successor entity contributes
substantially all of its assets to Wells OP II in return for an interest in Wells OP II and agrees to assume all obligations of the general partner of
Wells OP II. If we voluntarily seek protection under bankruptcy or state insolvency laws, or if we are involuntarily placed under such protection
for more than 90 days, we would be deemed to be automatically removed as the general partner. Otherwise, the limited partners have no right to
remove us as general partner.

Transferability of Interests

With certain exceptions, the limited partners may not transfer their interests in Wells OP II, in whole or in part, without our written consent as
the general partner. In addition, pursuant to our charter, Wells Capital may not transfer its interest in Wells OP II as long as it is acting as our
advisor.

Amendment of Limited Partnership Agreement

An amendment to the limited partnership agreement requires the consent of the holders of a majority of the partnership units (including the
partnership units we hold). Additionally, we, as general partner, must approve any amendment. However, certain amendments require the
consent of the holders of a majority of the partnership units (excluding the partnership units we or one of our affiliates holds). Such amendments
include:

� any amendment affecting the exchange right to the detriment of the limited partners (except for certain business combinations where we
merge with another entity and leave Wells OP II in existence to hold all the assets of the surviving entity);

� any amendment that would adversely affect the limited partners� rights to receive distributions, except for amendments we make to
create and issue preferred partnership units;

� any amendment that would alter how we allocate profits and losses, except for amendments we make to create and issue preferred
partnership units; and

� any amendment that would impose on the limited partners any obligation to make additional capital contributions.
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PLAN OF DISTRIBUTION

General

We are publicly offering a maximum of 375,000,000 shares through Wells Investment Securities, our dealer manager, a registered broker-dealer
affiliated with Wells Capital, our advisor. Of this amount, we are offering 300,000,000 shares in our primary offering at a price of $10.00 per
share (except as noted below) on a �best efforts� basis, which means that the dealer manager must use only its best efforts to sell the shares and has
no firm commitment or obligation to purchase any of the shares. We are offering the remaining 75,000,000 shares through 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 as estimated by our advisor
or another firm we choose for that purpose. Our 300,000,000 share primary offering is scheduled to terminate by October 1, 2010. Under rules
promulgated by the SEC, in some circumstances we could continue the primary offering until as late as March 30, 2012. If we decide to continue
the primary offering beyond October 1, 2010, we will supplement this prospectus accordingly. We may continue to offer the 75,000,000
dividend reinvestment plan shares beyond these dates until we have sold all of these shares through the reinvestment of dividends. In some
states, we may not be able to continue the offering for these periods without renewing the registration statement or filing a new registration
statement. We reserve the right to terminate this offering at any time.

Compensation of Dealer Manager and Participating Broker-Dealers

Except as provided below, Wells Investment Securities, our dealer manager and affiliate, will receive selling commissions of 7.0% of the gross
offering proceeds and a dealer manager fee of 2.5% of the gross offering proceeds for shares sold in our primary offering. With respect to our
dividend reinvestment plan, we will not pay selling commissions or the dealer manager fee. We will not pay referral or similar fees to any
accountants, attorneys or other persons in connection with the distribution of the shares.

We currently expect the dealer manager to utilize three channels to sell our shares, each of which has a different selling commission and dealer
manager fee structure. The dealer manager may authorize other broker-dealers that are members of FINRA, which we refer to as participating
broker-dealers, to sell our shares. Our first distribution channel involves those participating broker-dealers compensated solely on a commission
basis for the sale. Our second distribution channel will be sales through investment advisory representatives affiliated with a participating
broker-dealer in which the representative is compensated for investment advisory services on a fee-for-service basis. Our third distribution
channel will be sales through independent investment advisers (i.e., they are not affiliated with a broker-dealer) and through banks acting as
trustees or fiduciaries.

In the event of the sale of shares in our primary offering by a participating broker-dealer involving a registered representative compensated on a
commission basis for the sale, the dealer manager will reallow to the participating broker-dealer the full selling commissions earned in
connection with such sale. Except as noted below, such selling commissions will be 7.0% of the gross offering proceeds attributable to the
participating broker-dealer.

In the event of the sale of shares in our primary offering through an investment advisory representative affiliated with a participating
broker-dealer in which the representative is compensated on a fee-for-service basis by the investor, the dealer manager will waive its right to a
commission, and we will sell such shares for $9.30 per share, reflecting that selling commissions in the amount of $0.70 per share will not be
payable.
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The dealer manager may, and does in most cases, reallow to participating broker-dealers a portion of the dealer manager fee earned on the
proceeds raised by the participating broker-dealer. This reallowance would be in the form of a marketing fee, which fee may not exceed, and
generally equals, 1.5% of the gross sales attributable to the participating broker-dealer.

In the event of the sale of shares in our primary offering through an independent investment adviser (or bank acting as a trustee or fiduciary), the
dealer manager will waive its right to a selling commission and will reduce the dealer manager fee to 1.5% of gross offering proceeds. We will
sell such shares for $9.20 per share, reflecting that selling commissions in the amount of $0.70 per share will not be payable and that the dealer
manager fee will be reduced from 2.5% to 1.5%, or by approximately $0.10 per share.

In addition to the compensation described above, we will also reimburse the dealer manager and its affiliates for some of their costs in
connection with the offering as described in the table below, which table sets forth the nature and estimated amount of all items viewed as
�underwriting compensation� by FINRA assuming we sell all of the shares offered hereby. To show the maximum amount of dealer manager and
participating broker-dealer compensation that we may pay in this offering, this table assumes that all shares are sold through distribution
channels associated with the highest possible selling commissions and dealer manager fees.

Dealer Manager and

Participating Broker-Dealer Compensation

Dealer manager fee (maximum) $ 75,000,000
Selling commissions (maximum) $ 210,000,000

Salary allocations of dual employees(1) $ 6,000,000(2)

Expense reimbursements for retail seminars(3)(4) $ 3,710,000(2)

Expense reimbursements for bona fide training and education meetings(4)(5) $ 3,346,000(2)

Legal fees allocable to dealer manager(4) $ 500,000(2)

Reimbursement of due diligence expenses(4) (6) $ 100,000(2)

Total $ 298,656,000

(1) These costs are borne by Wells Capital and are not reimbursed by us.
(2) Amounts shown are estimates.
(3) These amounts consist primarily of reimbursements for travel, meals, lodging and attendance fees incurred by employees of Wells

Investment Securities, Wells Capital or one of their affiliates to attend retail seminars sponsored by participating broker-dealers.
(4) Subject to the cap on organization and offering expenses described below, we will reimburse Wells Investment Securities or its affiliates

for these expenses. In some cases, these payments will serve to reimburse Wells Investment Securities for amounts it has paid to
participating broker-dealers for the items noted.
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(5) These amounts consist of expense reimbursements for actual costs incurred in connection with attending bona fide training and education
meetings hosted by us. The expenses consist of the travel, meals and lodging of (i) representatives of participating broker-dealers and
(ii) wholesalers and other FINRA-registered personnel associated with Wells Investment Securities. All conferences will be held in the
vicinity of our headquarters, which is in Norcross, Georgia, unless FINRA permits a conference in another location. In the past, we have
held educational conferences in addition to bona fide training and education meetings to provide attendees information about our products
and our industry. However, we have discontinued these educational conferences and do not expect to schedule any such educational
conferences during the term of this offering.

(6) We may reimburse the dealer manager for reimbursements it may make to broker-dealers for reasonable bona fide due diligence expenses
up to a maximum of 0.5% of our gross offering proceeds. In many cases, however, a marketing fee agreement between the dealer manager
and the participating broker-dealer will provide that neither we nor the dealer manager will be obligated to reimburse the due diligence
expenses of the participating broker-dealer. Because of those marketing fee arrangements, we expect the total amount of our
reimbursement of bona fide due diligence expenses of broker-dealers will be far less than the 0.5% of gross offering proceeds permitted by
FINRA.

As required by the rules of FINRA, total underwriting compensation will not exceed 10% of our gross offering proceeds, except for bona fide
due diligence expenses, which will not exceed 0.5% of our gross offering proceeds. FINRA and many states also limit our total organization and
offering expenses to 15% of gross offering proceeds. With Wells Capital�s obligation to reimburse us to the extent the organization and offering
expenses (other than the dealer manager fee and selling commissions) exceed 2% of our gross offering proceeds, our total organization and
offering expenses are capped at 11.5% of the gross proceeds of our primary offering and 2% of the gross proceeds of our dividend reinvestment
plan offering, as shown in the following table:

Organization and Offering Expenses

Expense
Maximum Percent of

Gross Offering Proceeds

Primary
Offering

Dividend

Reinvestment
Plan Offering

Selling commissions 7.0% �  
Dealer manager fee 2.5% �  
All other organization and offering expenses 2.0% 2.0%

Total 11.5% 2.0%

To the extent permitted by law and our charter, we will indemnify the participating broker-dealers and the dealer manager against some civil
liabilities, including certain liabilities under the Securities Act and liabilities arising from breaches of our representations and warranties
contained in the dealer manager agreement. If we are unable to provide this indemnification, we may contribute to payments the indemnified
parties may be required to make in respect of those liabilities. See �Management � Limited Liability and Indemnification of Directors, Officers,
Employees and Other Agents.�

We may sell shares in our primary offering to participating broker-dealers, their retirement plans, their representatives and the family members,
IRAs and qualified plans of their representatives for $9.30 per share, reflecting that selling commissions in the amount of $0.70 per share will
not be payable in consideration of the services rendered by such broker-dealers and representatives in the offering. For purposes of this discount,
we consider a family member to be a spouse, parent, child, sibling, mother- or
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father-in-law, son- or daughter-in-law or brother- or sister-in-law. The net proceeds to us from such sales made net of commissions will be
substantially the same as the net proceeds we receive from other sales of shares.

Our directors and officers and directors, officers and employees of Wells Capital or its affiliates may purchase shares in our primary offering at a
discount. The purchase price for such shares shall be $9.05 per share reflecting the fact that selling commissions in the amount of $0.70 per
share and dealer manager fees in the amount of $0.25 per share will not be payable in connection with such sales. The net proceeds to us from
such sales made net of commissions will be substantially the same as the net proceeds we receive from other sales of shares. Wells Capital and
its affiliates are expected to hold their shares purchased as stockholders for investment and not with a view towards distribution.

An investor purchasing more than 50,000 shares at any one time through a single participating broker-dealer will be eligible for a discount on the
purchase price of the shares above 50,000. The selling commission payable to the participating broker-dealer will be commensurately reduced.
The following table shows the discounted price per share and reduced selling commissions payable for volume discounts.

Shares Purchased in the Transaction

Commission Rate
(Based on a $10.00
Price Per Share)

Price
Per Share
to Investor

1 to 50,000 7.0% $ 10.00
50,001 to 100,000 6.0% $ 9.90
100,001 to 200,000 5.0% $ 9.80
200,001 to 300,000 4.0% $ 9.70
300,001 to 400,000 3.0% $ 9.60
400,001 to 500,000 2.0% $ 9.50
500,001 and up 1.0% $ 9.40
The reduced selling price per share and selling commissions are applied to the incremental shares falling within the indicated range only. All
commission rates are calculated assuming a $10.00 price per share. Thus, for example, an investment of $1,249,996 would result in a total
purchase of 126,020 shares as follows:

� 50,000 shares at $10.00 per share (total: $500,000) and a 7.0% commission;

� 50,000 shares at $9.90 per share (total: $495,000) and a 6.0% commission; and

� 26,020 shares at $9.80 per share (total: $254,996) and a 5.0% commission.
If an investor eligible for a volume discount were to pay less than indicated by the table above, the savings would represent the per share waiver
of selling commissions by the investor�s participating broker-dealer.

Subscription Procedures

To purchase shares in this offering, you must complete the Subscription Agreement, a sample of which is contained in this prospectus as
Appendix A. You should pay for your shares by check payable to �Wells Real Estate Investment Trust II, Inc.� Subscriptions will be effective only
upon our acceptance, and we reserve the right to reject any subscription in whole or in part. Subscription payments will be

130

Edgar Filing: SUNTRUST BANKS INC - Form 8-K

Table of Contents 61



Table of Contents

deposited into a special account in our name under the joint authorization of the dealer manager and us until such time as we have accepted or
rejected the subscription. Subscriptions will be accepted or rejected within 30 days of receipt by us and, if rejected, all funds shall be returned to
the rejected subscribers within 10 business days. If accepted, the funds will be transferred into our general account. You will receive a
confirmation of your purchase. We generally admit stockholders on a daily basis.

You are required to represent in the Subscription Agreement that you have received a copy of this prospectus. In order to ensure that you have
had sufficient time to review this prospectus, we will refund your subscription amount upon written request to the Company if your request is
received within five business days of the earlier of (i) your completion of the Subscription Agreement or (ii) your receipt of this prospectus. To
revoke your subscription and receive a refund of your subscription amount, send your written request (including the date upon which you
completed your subscription agreement or received this prospectus, as applicable) to the following address:

Wells Investment Securities, Inc.

6200 The Corners Parkway

Norcross, Georgia 30092-3365

Attn: Client Services

Telephone: (800) 557-4830 or (770) 243-8282

Fax: (770) 243-8198

E-mail: client.services@wellsref.com

www.wellsref.com

Investors who desire to purchase shares in this offering at regular intervals may be able to do so through their participating broker-dealer or, if
they are investing in this offering other than through a participating broker-dealer, the dealer manager by completing an automatic investment
plan enrollment form. Participation in the automatic investment plan is limited to investors who have already met the minimum purchase
requirement in this offering of $1,000. The minimum periodic investment is $100 per month. Alabama investors are not eligible to participate in
our automatic investment plan.

We will provide a confirmation of your monthly purchases under the automatic investment plan within five business days after the end of each
month. The confirmation will disclose the following information:

� the amount of the investment;

� the date of the investment;

� the number and price of the shares purchased by you; and

� the total number of shares in your account.
We will pay dealer manager fees and selling commissions in connection with sales under the automatic investment plan to the same extent that
we pay those fees and commissions on shares sold in this offering outside of the automatic investment plan.

You may terminate your participation in the automatic investment plan at any time by providing us with written notice. If you elect to participate
in the automatic investment plan, you must agree that if at any time you fail to meet the applicable investor suitability standards or cannot make
the other investor representations set forth in the then-current prospectus or in the subscription agreement, you will
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promptly notify us in writing of that fact and your participation in the plan will terminate. See the �Suitability Standards� section of this prospectus
(immediately following the cover page) and the form of subscription agreement attached hereto as Appendix A.

Suitability Standards

Our sponsor, those selling shares on our behalf and participating broker-dealers and registered investment advisers recommending the purchase
of shares in this offering have the responsibility to make every reasonable effort to determine that the purchase of shares in this offering is a
suitable and appropriate investment based on information provided by the prospective stockholder regarding such person�s financial situation and
investment objectives. In making this determination, these persons have a responsibility to ascertain that the prospective stockholder:

� meets the minimum income and net worth standards set forth under �Suitability Standards� immediately following the cover page of
this prospectus;

� can reasonably benefit from an investment in our shares based on the prospective stockholder�s overall investment objectives and
portfolio structure;

� is able to bear the economic risk of the investment based on the prospective stockholder�s overall financial situation;

� is in a financial position appropriate to enable the prospective stockholder to realize to a significant extent the benefits described in
this prospectus of an investment in the shares; and

� has apparent understanding of:

� the fundamental risks of the investment;

� the risk that the stockholder may lose the entire investment;

� the lack of liquidity of the shares;

� the restrictions on transferability of the shares;

� the background and qualifications of Wells Capital and its affiliates; and

� the tax consequences of the investment.
Relevant information for this purpose will include at least the age, investment objectives, investment experience, income, net worth, financial
situation and other investments of the prospective stockholder, as well as any other pertinent factors. Our sponsor, those selling shares on our
behalf and participating broker-dealers and registered investment advisers recommending the purchase of shares in this offering must maintain
or cause to be maintained, for a six-year period, records of the information used to determine that an investment in shares is suitable and
appropriate for each stockholder.

Minimum Purchase Requirements
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For your initial investment in our shares, you must invest at least $1,000, except as described below. In order to satisfy the minimum purchase
requirement for retirement plans, unless otherwise prohibited by state law, a husband and wife may jointly contribute funds from their separate
IRAs,
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provided that each such contribution is made in increments of $100. You should note that an investment in our shares will not, in itself, create a
retirement plan and that, in order to create a retirement plan, you must comply with all applicable provisions of the Internal Revenue Code.

The minimum purchase for Maine, New York and North Carolina investors is $2,500, except for IRAs, which must invest a minimum of $1,000.
The minimum purchase amount for Minnesota investors is $2,500, except for IRAs and other qualified retirement plans, which must invest a
minimum of $2,000.

If you have satisfied the applicable minimum purchase requirement, you may invest less than the minimum amount set forth above. Except in
the states of Ohio, Maine, Minnesota, Nebraska and Washington, if you have purchased units or shares in other Wells-sponsored public
programs, you may invest less than the minimum amount set forth above.

Until our shares of common stock are listed on a national securities exchange, unless you are transferring all of your shares, you may not transfer
your shares in a manner that causes you or your transferee to own fewer than the number of shares required to meet the minimum purchase
requirements described above, except for the following transfers without consideration: transfers by gift; transfers by inheritance; intrafamily
transfers; family dissolutions; transfers to affiliates; and transfers by operation of law.

LEGAL MATTERS

The validity of the shares of our common stock being offered hereby has been passed upon for us by DLA Piper LLP (US), Raleigh, North
Carolina. DLA Piper LLP (US) has reviewed the statements relating to certain federal income tax matters that are likely to be material to U.S.
holders of our common stock under the caption �Federal Income Tax Considerations� and has rendered an opinion to us that, commencing with
our taxable year ending December 31, 2003, we were organized in conformity with the requirements for qualification and taxation as a REIT and
our proposed method of operation will continue to allow us to meet the requirements for qualification and taxation as a REIT under the Code.

EXPERTS

The consolidated financial statements and schedule of Wells Real Estate Investment Trust II, Inc., incorporated by reference in this prospectus
from Wells Real Estate Investment Trust II, Inc.�s Annual Report on Form 10-K for the year ended December 31, 2007 have been audited by
Ernst & Young LLP, independent registered public accounting firm, as set forth in their report included therein, which is incorporated herein by
reference and has been so incorporated in reliance upon such report given on the authority of such firm as experts in accounting and auditing.

The (i) Statement of Revenues Over Certain Operating Expenses of the 222 East 41st Street Building for the year ended December 31, 2006,
incorporated by reference in this prospectus from Wells Real Estate Investment Trust II, Inc.�s Current Report on Form 8-K/A filed with the SEC
on October 31, 2007; (ii) the Statement of Certain Operating Expenses Over Revenues of the Pasadena Corporate Park Buildings for the year
ended December 31, 2006, incorporated by reference in this prospectus from Wells Real Estate Investment Trust II, Inc.�s Current Report on
Form 8-K filed with the SEC on September 24, 2007; (iii) Statement of Certain Operating Expenses Over Revenues of the Lenox Park Buildings
for the year ended December 31, 2007, incorporated by reference in this prospectus from Wells Real Estate Investment Trust II, Inc.�s Current
Report on Form 8-K filed with the SEC on September 18, 2008; and (iv) Statement of Certain Operating Expenses Over Revenues of the
Lindbergh Center Buildings for the year ended December 31, 2007, incorporated by reference in this prospectus from Wells Real Estate
Investment Trust II, Inc.�s Current Report on Form 8-K filed with the SEC on September 18, 2008, have been audited by Frazier & Deeter, LLC,
independent auditors, as set forth in their reports thereon, which are incorporated herein by reference and have been so incorporated in reliance
upon such reports given on the authority of such firm as experts in accounting and auditing.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

We have filed a registration statement on Form S-11 with the SEC with respect to the shares of our common stock to be issued in the offering.
This prospectus is a part of that registration statement and, as allowed by SEC rules, does not include all of the information you can find in the
registration statement or the exhibits to the registration statement. For additional information relating to us, we refer you to the registration
statement and the exhibits to the registration statement. Statements contained in this prospectus as to the contents of any contract or document
referred to are necessarily summaries of such contract or document and in each instance, if the contract or document is filed as an exhibit to the
registration statement, we refer you to the copy of the contract or document filed as an exhibit to the registration statement.

We file annual, quarterly and special reports, proxy statements and other information with the SEC. We furnish our stockholders by mail (or,
where permitted, by electronic delivery and notification) with annual reports containing consolidated financial statements certified by an
independent registered public accounting firm. The registration statement is, and all of these filings with the SEC are, available to the public
over the Internet at the SEC�s web site at http://www.sec.gov. You may also read and copy any filed document at the SEC�s public reference room
in Washington, D.C. at 100 F. Street, N.E., Room 1580, Washington D.C. Please call the SEC at (800) SEC-0330 for further information about
the public reference room. You can also access documents that are incorporated by reference into this prospectus at the web site we maintain at
http://www.wellsreitII.com. There is additional information about us and our affiliates at our web site, but unless specifically incorporated by
reference herein as described in the paragraphs below, the contents of that site are not incorporated by reference in or otherwise a part of this
prospectus.

We have elected to �incorporate by reference� certain information into this prospectus. By incorporating by reference, we are disclosing important
information to you by referring you to documents we have filed separately with the SEC. The information incorporated by reference is deemed
to be part of this prospectus, except for information incorporated by reference that is superseded by information contained in this prospectus.
The following documents filed with the SEC are incorporated by reference in this prospectus (Commission File No. 000-51262), except for any
document or portion thereof deemed to be �furnished� and not filed in accordance with SEC rules:

Annual Report on Form 10-K for the fiscal year ended December 31, 2007 filed with the SEC on March 27, 2008, including the information
specifically incorporated by reference into our Form 10-K from our definitive proxy statement for our 2008 Annual Meeting of Stockholders;

Definitive Proxy Statement filed with the SEC on April 29, 2008 in connection with our Annual Meeting of Stockholders held on July 23, 2008;

Quarterly Report on Form 10-Q for the quarter ended June 30, 2008 filed with the SEC on August 14, 2008;

Quarterly Report on Form 10-Q for the quarter ended March 31, 2008 filed with the SEC on May 14, 2008;

Current Report on Form 8-K filed with the SEC on September 18, 2008;

Current Report on Form 8-K filed with the SEC on September 2, 2008;

Current Report on Form 8-K filed with the SEC on July 28, 2008;

Current Report on Form 8-K filed with the SEC on July 2, 2008;

Current Report on Form 8-K filed with the SEC on June 2, 2008;
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Current Report on Form 8-K filed with the SEC on May 14, 2008;

Current Report on Form 8-K filed with the SEC on May 5, 2008;

Current Report on Form 8-K filed with the SEC on April 25, 2008;

Current Report on Form 8-K filed with the SEC on March 3, 2008;

Current Report on Form 8-K filed with the SEC on February 22, 2008;

Current Report on Form 8-K filed with the SEC on January 2, 2008;

Current Report on Form 8-K/A filed with the SEC on October 31, 2007;

Current Report on Form 8-K filed with the SEC on September 24, 2007; and

Registration statement on Form 8-A filed with the SEC on April 25, 2005.

We will provide to each person to whom this prospectus is delivered, upon request, a copy of any or all of the information that we have
incorporated by reference into this prospectus but not delivered with this prospectus. To receive a free copy of any of the documents
incorporated by reference in this prospectus, other than exhibits, unless they are specifically incorporated by reference in those documents, call
or write us at 6200 The Corners Parkway, Norcross, Georgia 30092, 770-449-7800. The information relating to us contained in this prospectus
does not purport to be comprehensive and should be read together with the information contained in the documents incorporated or deemed to be
incorporated by reference in this prospectus.
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APPENDIX B

AMENDED AND RESTATED

DIVIDEND REINVESTMENT PLAN

Wells Real Estate Investment Trust II, Inc., a Maryland corporation (the �Company�), has adopted a Dividend Reinvestment Plan (the �DRP�), the
terms and conditions of which are set forth below. Capitalized terms shall have the same meaning as set forth in the Company�s charter unless
otherwise defined herein.

1. Number of Shares Issuable. The number of shares of Common Stock authorized for issuance under the DRP is 185,000,000.

2. Participants. �Participants� are holders of the Company�s shares of Common Stock who elect to participate in the DRP.

3. Dividend Reinvestment. The Company will apply that portion (as designated by a Participant) of the dividends and other distributions
(�Distributions�) declared and paid in respect of a Participant�s shares of Common Stock to the purchase of additional shares of Common Stock for
such Participant. To the extent required by state securities laws, such shares will be sold through the broker-dealer and/or dealer manager
through whom the Company sold the underlying shares to which the Distributions relate unless the Participant makes a new election through a
different distribution channel. The Company will pay no selling commissions or the dealer manager fee in connection with Distributions.

4. Procedures for Participation. Qualifying stockholders may elect to become a Participant by completing and executing the Subscription
Agreement, an enrollment form or any other Company-approved authorization form as may be available from the Company, the dealer manager
or participating broker-dealers. To increase their participation, Participants must complete a new enrollment form and, to the extent required by
state securities laws, make the election through the dealer manager or the Participant�s broker-dealer, as applicable. Participation in the DRP will
begin with the next Distribution payable after receipt of a Participant�s subscription, enrollment or authorization. Shares will be purchased under
the DRP on the date that the Company makes a Distribution. Distributions will be paid quarterly based on daily record dates as authorized and
declared by the Company�s board of directors.

5. Purchase of Shares. Participants will acquire Common Stock at a price equal to the higher of $9.55 per share or 95% of the estimated value of
one share as estimated by the Company�s advisor or other firm chosen by the board of directors for that purpose. Participants in the DRP may
also purchase fractional shares so that 100% of the Distributions will be used to acquire shares. However, a Participant will not be able to
acquire shares under the DRP to the extent such purchase would cause it to exceed the Ownership Limit (unless exempted by the Company�s
board of directors).

6. Taxation of Distributions. The reinvestment of Distributions in the DRP does not relieve Participants of any taxes that may be payable as a
result of those Distributions and their reinvestment pursuant to the terms of this DRP.

7. Share Certificates. The shares issuable under the DRP shall be uncertificated until the board of directors determines otherwise.

8. Voting of DRP Shares. In connection with any matter requiring the vote of the Company�s stockholders, each Participant will be entitled to
vote all of the whole shares acquired by the Participant through the DRP. Fractional shares will not be voted.

9. Reports. Within 90 days after the end of the calendar year, the Company shall provide each Participant with (i) an individualized report on the
Participant�s investment, including the purchase date(s), purchase price and number of shares owned, as well as the amount of Distributions
received during the prior year; and (ii) all material information regarding the DRP and the effect of reinvesting dividends, including the tax
consequences thereof.
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10. Termination by Participant. A Participant may terminate participation in the DRP at any time by delivering to the Company a written notice.
To be effective for any Distribution, such notice must be received by the Company at least 10 business days prior to the last day of the fiscal
period to which the Distribution relates. Any transfer of shares by a Participant will terminate participation in the DRP with respect to the
transferred shares. Upon termination of DRP participation, Distributions will be distributed to the stockholder in cash.

11. Amendment or Termination of DRP by the Company. The board of directors of the Company may amend or terminate the DRP for any
reason; provided that any amendment that adversely affects the rights or obligations of a Participant (as determined in the sole discretion of the
board of directors) shall only take effect upon 10 days� written notice to the Participants.

12. Liability of the Company. The Company shall not be liable for any act done in good faith, or for any good faith omission to act.

13. Governing Law. This DRP shall be governed by the laws of the State of Maryland.

14. Effective Date. The DRP became effective on November 26, 2003. This amended and restated DRP shall become effective as provided in
Section 11.
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We have not authorized any dealer, salesperson or other individual to give any information or to make any representations that are not contained
in this prospectus. If any such information or statements are given or made, you should not rely upon such information or representation. This
prospectus does not constitute an offer to sell any securities other than those to which this prospectus relates, or an offer to sell, or a solicitation
of an offer to buy, to any person in any jurisdiction where such an offer or solicitation would be unlawful. This prospectus speaks as of the date
set forth below. You should not assume that the delivery of this prospectus or that any sale made pursuant to this prospectus implies that the
information contained in this prospectus will remain fully accurate and correct as of any time subsequent to the date of this prospectus.
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Our shares are not FDIC insured, may lose value and are not bank guaranteed. See �Risk Factors� beginning on page 16 to read about risks you
should consider before buying shares of our common stock.
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