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[The following is text to a sticker to be attached to the front cover page of the prospectus in a manner that will not obscure the Risk
Factors:]

SUPPLEMENTAL INFORMATION�The prospectus of Wells Real Estate Investment Trust, Inc. consists of this sticker, the prospectus dated
July 26, 2002, Supplement No. 1 dated August 14, 2002, Supplement No. 2 dated August 29, 2002, Supplement No. 3 dated October 15, 2002,
Supplement No. 4 dated December 10, 2002, Supplement No. 5 dated January 15, 2003, Supplement No. 6 dated April 14, 2003, Supplement
No. 7 dated May 15, 2003, and Supplement No. 8 dated June 15, 2003. Supplement No. 1 includes descriptions of acquisitions of buildings in
San Antonio, Texas; Houston, Texas; Duncan, South Carolina; and Suwanee, Georgia, updated unaudited financial statements and certain other
revisions to the prospectus. Supplement No. 2 includes descriptions of acquisitions of buildings in Irving, Texas; and Austin, Texas, description
of a lease of a build-to-suit office building in Chandler, Arizona, declaration of fourth quarter dividends and certain other revisions to the
prospectus. Supplement No. 3 includes descriptions of acquisitions of buildings in Holtsville, New York; Parsippany, New Jersey; Indianapolis,
Indiana; Colorado Springs, Colorado; Des Moines, Iowa; Plano, Texas; and Westlake, Texas, description of a build-to-suit office building in
Chandler, Arizona, audited financial statements relating to acquisitions of buildings in Austin, Texas; Holtsville, New York; and Parsippany,
New Jersey, and certain other revisions to the prospectus. Supplement No. 4 includes descriptions of acquisitions of buildings in Washington,
D.C.; Glen Allen, Virginia; and Nashville, Tennessee, audited financial statements relating to acquisitions of buildings in Washington, D.C.; and
Nashville, Tennessee, updated unaudited financial statements, declaration of first quarter dividends for 2003 and certain other revisions to the
prospectus. Supplement No. 5 includes descriptions of acquisitions of buildings in Fishers, Indiana; Glendale, California; and Mayfield Heights,
Ohio, description of the second transaction under the Section 1031 Exchange Program, audited financial statements relating to the acquisition of
the building in Glendale, California, updated unaudited financial statements, and certain other revisions to the prospectus. Supplement No. 6
includes descriptions of acquisition of a building in Detroit, Michigan, declaration of second quarter dividends for 2003, updated financial
statements and prior performance tables, revisions to the �ERISA Considerations�Annual Valuations� section and certain other revisions to the
prospectus. Supplement No. 7 includes descriptions of acquisitions of buildings in Englewood Cliffs, New Jersey; Minneapolis, Minnesota;
Chicago, Illinois; and Auburn Hills, Michigan, updated status reports on three build-to-suit properties; description of a new unsecured line of
credit, audited financial statements relating to the acquisition of the buildings in Minneapolis, Minnesota and Chicago, Illinois, updated
unaudited financial statements of the Wells REIT for the first quarter of 2003, and certain other revisions to the prospectus. Supplement No. 8
includes description of a notice received from the NASD relating to an enforcement action and declaration of third quarter dividends for 2003.
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WELLS REAL ESTATE INVESTMENT TRUST, INC.

Up to 300,000,000 shares offered to the public

Wells Real Estate Investment Trust, Inc. (Wells REIT) is a real estate investment trust. We invest in commercial real estate properties primarily
consisting of high grade office and industrial buildings leased to large corporate tenants. As of July 1, 2002, we owned interests in 53 real estate
properties located in 19 states.

We are offering and selling to the public up to 300,000,000 shares for $10 per share and up to 30,000,000 shares to be issued pursuant to our
dividend reinvestment plan at a purchase price of $10 per share. We are registering an additional 6,600,000 shares for issuance at $12 per share
to participating broker-dealers upon their exercise of warrants.

You must purchase at least 100 shares for $1,000.

The most significant risks relating to your investment include the following:

� lack of a public trading market for the shares;

� reliance on Wells Capital, Inc., our advisor, to select properties and conduct our operations;

� authorization of substantial fees to the advisor and its affiliates;

� borrowing�which increases the risk of loss of our investments; and

� conflicts of interest facing the advisor and its affiliates.

You should see the complete discussion of the risk factors beginning on page 17.

The Offering:
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� The shares will be offered on a best efforts basis to investors at $10 per share.

� We will pay selling commissions to broker-dealers of 7% and a dealer manager fee of 2.5% out of the offering proceeds raised.

� We will invest approximately 84% of the offering proceeds raised in real estate properties, and the balance will be used to pay fees and
expenses.

� This offering will terminate on or before July 25, 2004.

Neither the Securities and Exchange Commission, the Attorney General of the State of New York nor any other state securities
regulator has approved or disapproved of these securities or determined if this prospectus is truthful or complete. It is a criminal
offense if someone tells you otherwise.

The use of projections or forecasts in this offering is prohibited. No one is permitted to make any oral or written predictions about the
cash benefits or tax consequences you will receive from your investment.

WELLS INVESTMENT SECURITIES, INC.

July 26, 2002
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QUESTIONS AND ANSWERS ABOUT THIS OFFERING

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

Q: What is a REIT?

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

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

� pays dividends to investors of at least 90% of its taxable income;

� avoids the �double taxation� treatment of income that would normally result from investments in a corporation because a REIT is not
generally subject to federal corporate income taxes on its net income, provided certain income tax requirements are satisfied; and

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

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

A: Wells Real Estate Investment Trust, Inc. is a non-traded REIT formed with the intent to provide investors the potential for income and
growth through the acquisition and operation of high-grade commercial office and industrial buildings leased long-term to high net worth
companies (typically having a minimum net worth of $100,000,000). The Wells REIT was incorporated in the State of Maryland in 1997.

Q: Who will choose which real estate properties to invest in?

A: Wells Capital, Inc. (Wells Capital) is the advisor to the Wells REIT and, as such, manages our daily affairs and makes recommendations
on all property acquisitions to our board of directors. Our board of directors must approve all of our property acquisitions.

Q: Who is Wells Capital?

A: Wells Capital, as our advisor, provides investment advisory and management, marketing, sales and client services on our behalf. Wells
Capital was incorporated in the State of Georgia in 1984. As of June 30, 2002, Wells Capital had sponsored public real estate programs
which have raised in excess of $1,795,000,000 from approximately 65,000 investors and which own and operate a total of 78 commercial
real estate properties.

1
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Q: What are the specific criteria Wells Capital uses when selecting a potential property acquisition?

A: Wells Capital generally seeks to acquire high quality office and industrial buildings located in densely populated metropolitan markets on
an economically �triple-net� basis leased to large companies having a net worth in excess of $100,000,000. Current tenants of public real
estate programs sponsored by Wells Capital include The Coca-Cola Company, State Street Bank, AT&T, Siemens Automotive,
PricewaterhouseCoopers, Novartis and SYSCO Corporation.

To find properties that best meet our selection criteria for investment, Wells Capital�s property acquisition team studies regional demographics
and market conditions and interviews local brokers to gain the practical knowledge that these studies sometimes lack. An experienced
commercial construction engineer inspects the structural soundness and the operating systems of each building, and an environmental firm
investigates all environmental issues to ensure each property meets our quality specifications.

Q. How many real estate properties do you currently own?

A. As of July 1, 2002, we had acquired and owned interests in 53 real estate properties, all of which were 100% leased to tenants. We own the
following properties directly:

Property Name Tenant Building Type Location

ISS Atlanta Internet Security Systems, Inc.        Office Buildings Atlanta, GA

MFS Phoenix Massachusetts Financial Services
Company

Office Building Phoenix, AZ

TRW Denver TRW, Inc. Office Building Aurora, CO

Agilent Boston Agilent Technologies, Inc. Office Building Boxborough, MA

Experian/TRW Experian Information Solutions, Inc. Office Buildings Allen, TX

BellSouth Ft. Lauderdale BellSouth Advertising and Publishing
Corporation

Office Building Ft. Lauderdale, FL

Agilent Atlanta Agilent Technologies, Inc. and
Koninklijke Philips Electronics N.V.

Office Building Alpharetta, GA

Travelers Express Denver Travelers Express Company, Inc. Office Buildings Lakewood, CO

Dana Kalamazoo Dana Corporation Office and Industrial Building Kalamazoo, MI

Dana Detroit Dana Corporation Office and Research and
Development Building

Farmington Hills, MI

Novartis Atlanta Novartis Opthalmics, Inc. Office Building Duluth, GA

Transocean Houston Transocean Deepwater Offshore
Drilling, Inc. and Newpark Drilling
Fluids, Inc.

Office Building Houston, TX

Arthur Andersen Arthur Andersen LLP Office Building Sarasota, FL

Windy Point I TCI Great Lakes, Inc., The Apollo
Group, Inc., and Global Knowledge
Network, Inc.

Office Building Schaumburg, IL

Windy Point II Zurich American Insurance Company,
Inc.

Office Building Schaumburg, IL

Convergys Convergys Customer Management
Group, Inc.

Office Building Tamarac, FL
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Lucent Lucent Technologies, Inc. Office Building Cary, NC

Ingram Micro Ingram Micro L.P. Distribution Facility Millington, TN

Nissan Nissan Motor Acceptance Corporation Office Building Irving, TX

2
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Property Name Tenant Building Type Location

IKON IKON Office Solutions, Inc.        Office Buildings Houston, TX

State Street SSB Realty LLC Office Building Quincy, MA

Metris Minnesota Metris Direct, Inc. Office Building Minnetonka, MN    

Stone & Webster Stone & Webster, Inc. and
SYSCO Corporation

Office Building Houston, TX

Motorola Plainfield Motorola, Inc. Office Building S. Plainfield, NJ

Delphi Delphi Automotive Systems, Inc. Office Building Troy, MI

Avnet Avnet, Inc. Office Building Tempe, AZ

Motorola Tempe Motorola, Inc. Office Building Tempe, AZ

ASML ASM Lithography, Inc. Office and Warehouse Building Tempe, AZ

Dial Dial Corporation Office Building Scottsdale, AZ

Metris Tulsa Metris Direct, Inc. Office Building Tulsa, OK

Cinemark Cinemark USA, Inc. and The
Coca-Cola Company

Office Building Plano, TX

Videojet Technologies Chicago Videojet Technologies, Inc. Office, Assembly and
Manufacturing Building

Wood Dale, IL

Alstom Power Richmond Alstom Power, Inc. Office Building Midlothian, VA

Matsushita Matsushita Avionics Systems
Corporation

Office Building Lake Forest, CA

PwC PricewaterhouseCoopers Office Building Tampa, FL

We own interests in the following real estate properties through joint ventures with affiliates:

Property Name Tenant Building Type Location

ADIC Advanced Digital Information
Corporation

Office Buildings Parker, CO 1/8            

AmeriCredit AmeriCredit Financial Services
Corporation

Office Building Orange Park, FL

Comdata Comdata Network, Inc. Office Building Brentwood, TN

AT&T Oklahoma AT&T Corp. and Jordan
Associates

Office Buildings Oklahoma City, OK

Quest Quest Software, Inc. Office Building Irvine, CA

Siemens Siemens Automotive Corporation Office Building Troy, MI

Gartner Gartner Group, Inc. Office Building Fort Myers, FL

Johnson Matthey Johnson Matthey, Inc. Research and Development,
Office and Warehouse
Building

Wayne, PA

Sprint Sprint Communications Company
L.P.

Office Building Leawood, KS

EYBL CarTex EYBL CarTex, Inc. Manufacturing and Office
Building

Fountain Inn, SC
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Cort Furniture Cort Furniture Rental Corporation Office and Warehouse Building Fountain Valley, CA

Fairchild Fairchild Technologies U.S.A., Inc. Manufacturing and Office
Building

Fremont, CA

Avaya Avaya, Inc. Office Building Oklahoma City, OK

Iomega Iomega Corporation Office and Warehouse
Building

Ogden, UT

Interlocken ODS Technologies, L.P. and
GAIAM, Inc.

Office Building Broomfield, CO

Ohmeda Ohmeda, Inc. Office Building Louisville, CO

Alstom Power Knoxville Alstom Power, Inc. Office Building Knoxville, TN

If you want to read more detailed information about each of these properties, see the �Description of Real Estate Investments� section of this
prospectus.

3
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Q: Why do you acquire properties in joint ventures?

A: We acquire some of our properties in joint ventures in order to diversify our portfolio of properties in terms of geographic region, property
type and industry group of our tenants.

Q: What steps do you take to make sure you purchase environmentally compliant property?

A: We always obtain a Phase I environmental assessment of each property purchased. In addition, we generally obtain a representation from
the seller that, to its knowledge, the property is not contaminated with hazardous materials.

Q: What are the terms of your leases?

A: We seek to secure leases with creditworthy tenants prior to or at the time of the acquisition of a property. Our leases are generally
economically �triple-net� leases, which means that the tenant is responsible for the cost of repairs, maintenance, property taxes, utilities,
insurance and other operating costs. In most of our leases, we are responsible for replacement of specific structural components of a
property such as the roof of the building or the parking lot. Our leases generally have terms of eight to 10 years, many of which have
renewal options for additional five-year terms.

Q: How does the Wells REIT own its real estate properties?

A: We own all of our real estate properties through an �UPREIT� called Wells Operating Partnership, L.P. (Wells OP). Wells OP was organized
to own, operate and manage real properties on our behalf. The Wells REIT is the sole general partner of Wells OP.

Q: What is an �UPREIT�?

A: UPREIT stands for �Umbrella Partnership Real Estate Investment Trust.� The UPREIT structure is used because a sale of property directly
to the REIT is generally a taxable transaction to the selling property owner. In an UPREIT structure, a seller of a property who desires to
defer taxable gain on the sale of his property may transfer the property to the UPREIT in exchange for limited partnership units in the
UPREIT and defer taxation of gain until the seller later exchanges his UPREIT units on a one-for-one basis for REIT shares. If the REIT
shares are publicly traded, the former property owner will achieve liquidity for his investment. Using an UPREIT structure gives us an
advantage in acquiring desired properties from persons who may not otherwise sell their properties because of unfavorable tax results.

Q: If I buy shares, will I receive dividends and how often?

A: We have been making and intend to continue to make dividend distributions on a quarterly basis to our stockholders. The amount of each
dividend distribution is determined by our board of directors and typically depends on the amount of distributable funds, current and
projected cash

4
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requirements, tax considerations and other factors. However, in order to remain qualified as a REIT, we must make distributions of at least
90% of our REIT taxable income.

Q: How do you calculate the payment of dividends to stockholders?

A: We calculate our quarterly dividends on a daily basis to stockholders of record so your dividend benefits will begin to accrue immediately
upon becoming a stockholder.

Q: What have your dividend payments been since you began operations on June 5, 1998?

A: We have paid the following dividends since we began operations:

Quarter Approximate Amount (Rounded)

Annualized
Percentage Return
on an Investment
of $10 per Share

3rd Qtr. 1998                  $0.150 per share 6.00%
4th Qtr. 1998                  $0.163 per share 6.50%
1st Qtr. 1999                  $0.175 per share 7.00%

2nd Qtr. 1999                  $0.175 per share 7.00%
3rd Qtr. 1999                  $0.175 per share 7.00%
4th Qtr. 1999                  $0.175 per share 7.00%
1st Qtr. 2000                  $0.175 per share 7.00%

2nd Qtr. 2000                  $0.181 per share 7.25%
3rd Qtr. 2000                  $0.188 per share 7.50%
4th Qtr. 2000                  $0.188 per share 7.50%
1st Qtr. 2001                  $0.188 per share 7.50%

2nd Qtr. 2001                  $0.188 per share 7.50%
3rd Qtr. 2001                  $0.188 per share 7.50%
4th Qtr. 2001                  $0.194 per share 7.75%
1st Qtr. 2002                  $0.194 per share 7.75%

2nd Qtr. 2002                  $0.194 per share 7.75%
3rd Qtr. 2002                  $0.194 per share 7.75%

Q: May I reinvest my dividends in shares of the Wells REIT?

A: Yes.    You may participate in our dividend reinvestment plan by checking the appropriate box on the Subscription Agreement or by filling
out an enrollment form we will provide to you at your request. The purchase price for shares purchased under the dividend reinvestment
plan is currently $10 per share.

5
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Q: Will the dividends I receive be taxable as ordinary income?

A: Yes and No.    Generally, dividends that you receive, including dividends that are reinvested pursuant to our dividend reinvestment plan,
will be taxed as ordinary income to the extent they are from current or accumulated earnings and profits. We expect that some portion of
your dividends will not be subject to tax in the year in which they are received because depreciation expenses reduce the amount of taxable
income but do not reduce cash available for distribution. The portion of your distribution which is not subject to tax immediately is
considered a return of capital for tax purposes and will reduce the tax basis of your investment. This, in effect, defers a portion of your tax
until your investment is sold or the Wells REIT is liquidated, at which time you will be taxed at capital gains rates. However, because each
investor�s tax considerations are different, we suggest that you consult with your tax advisor. You should also review the section of the
prospectus entitled �Federal Income Tax Considerations.�

Q: What will you do with the money raised in this offering?

A: We will use your investment proceeds to purchase high-grade commercial office and industrial buildings. We intend to invest a minimum
of 84% of the proceeds from this offering to acquire real estate properties, and the remaining proceeds will be used to pay fees and
expenses of this offering and acquisition-related expenses. The payment of these fees and expenses will not reduce your invested capital.
Your initial invested capital amount will remain $10 per share, and your dividend yield will be based on your $10 per share investment.

Until we invest the proceeds of this offering in real estate, we may invest in short-term, highly liquid or other authorized investments. Such
short-term investments will not earn as high of a return as we expect to earn on our real estate investments, and we cannot guarantee how long it
will take to fully invest the proceeds in real estate.

We received approximately $132,181,919 in gross offering proceeds from the sale of 13,218,192 shares of common stock in our initial public
offering, which commenced on January 30, 1998 and was terminated on December 19, 1999. Of the $132,181,919 raised in the initial offering,
we invested a total of $111,032,812 in real estate properties. We received approximately $175,229,193 in gross offering proceeds from the sale
of 17,522,920 shares of common stock in our second public offering, which commenced on December 20, 1999 and was terminated on
December 19, 2000. Of the $175,229,193 raised in the second offering, we invested a total of $147,192,522 in real estate properties. As of June
30, 2002, we had received approximately $1,148,480,414 in gross offering proceeds from the sale of 114,895,413 shares of common stock in our
third offering, which commenced on December 20, 2000. Of this additional $1,148,480,414 raised in the third offering, we have invested
$627,067,589 in real estate properties and, as of June 30, 2002, we have $344,269,118 available for investment in properties.

Q: What kind of offering is this?

A: We are offering the public up to 300,000,000 shares of common stock on a �best efforts� basis.

6
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Q: How does a �best efforts� offering work?

A: When shares are offered to the public on a �best efforts� basis, the brokers participating in the offering are only required to use their best
efforts to sell the shares and have no firm commitment or obligation to purchase any of the shares.

Q: How long will this offering last?

A: The offering will not last beyond July 25, 2004.

Q: Who can buy shares?

A: You can buy shares pursuant to this prospectus provided that you have either (1) a net worth of at least $45,000 and an annual gross
income of at least $45,000, or (2) a net worth of at least $150,000. For this purpose, net worth does not include your home, home
furnishings or personal automobiles. These minimum levels may be higher in certain states, so you should carefully read the more detailed
description in the �Suitability Standards� section of this prospectus.

Q: Is there any minimum investment required?

A: Yes.    Generally, you must invest at least $1,000. Except in Maine, Minnesota, Nebraska and Washington, investors who already own our
shares or who have purchased units from an affiliated Wells public real estate program can make purchases for less than the minimum
investment. These minimum investment levels may be higher in certain states, so you should carefully read the more detailed description
of the minimum investment requirements appearing later in the �Suitability Standards� section of this prospectus.

Q: How do I subscribe for shares?

A: If you choose to purchase shares in this offering, you will need to fill out a Subscription Agreement, like the one contained in this
prospectus as Exhibit A, for a specific number of shares and pay for the shares at the time you subscribe.

Q: If I buy shares in this offering, how may I later sell them?

A: At the time you purchase the shares, they will not be listed for trading on any national securities exchange or over-the-counter market. In
fact, we expect that there will not be any public market for the shares when you purchase them, and we cannot be sure if one will ever
develop. As a result, you may find it difficult to find a buyer for your shares and realize a return on your investment. You may sell your
shares to any buyer unless such sale would cause the buyer to own more than 9.8% of our outstanding stock. See �Description of
Shares�Restriction on Ownership of Shares.�
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In addition, after you have held your shares for at least one year, you may be able to have your shares repurchased by the Wells REIT pursuant
to our share redemption program. See the �Description of Shares�Share Redemption Program� section of the prospectus.

If we have not listed the shares on a national securities exchange or over-the-counter market by January 30, 2008, our articles of incorporation
require us to begin selling our properties and other assets and return the net proceeds from these sales to our stockholders through distributions.

Q: What is the experience of your officers and directors?

A: Our management team has extensive previous experience investing in and managing commercial real estate. Below is a
short description of the background of each of our directors. See the �Management�Executive Officers and Directors� section
on page 34 of this prospectus for a more detailed description of the background and experience of each of our directors.

� Leo F. Wells, III�President of the Wells REIT and founder of Wells Real Estate Funds and has been involved in real estate sales,
management and brokerage services for over 30 years

� Douglas P. Williams�Executive Vice President, Secretary and Treasurer of the Wells REIT and former accounting executive at
OneSource, Inc., a supplier of janitorial and landscape services

� John L. Bell�Former owner and Chairman of Bell-Mann, Inc., the largest flooring contractor in the Southeast

� Michael R. Buchanan�Former Managing Director of the Real Estate Banking Group of Bank of America

� Richard W. Carpenter�Former President and Chairman of the Board of Southmark Properties, an Atlanta-based REIT investing in
commercial properties

� Bud Carter�Former broadcast news director and anchorman and current Senior Vice President for The Executive Committee, an
organization established to aid corporate presidents and CEOs

� William H. Keogler, Jr.�Founder and former executive officer and director of Keogler, Morgan & Company, Inc., a full service
brokerage firm

� Donald S. Moss�Former executive officer of Avon Products, Inc.

� Walter W. Sessoms�Former executive officer of BellSouth Telecommunications, Inc.

� Neil H. Strickland�Founder of Strickland General Agency, Inc., a property and casualty general insurance agency concentrating on
commercial customers
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Q: Will I be notified of how my investment is doing?

A: Yes, you will receive periodic updates on the performance of your investment with us, including:

� Four detailed quarterly dividend reports;

� An annual report;

� An annual IRS Form 1099;

� Supplements to the prospectus;

� A quarterly investor newsletter; and

� Regular acquisition reports detailing our latest property acquisitions.

Q: When will I get my detailed tax information?

A: Your Form 1099 tax information will be placed in the mail by January 31 of each year.

Q: Who can help answer my questions?

A: If you have more questions about the offering or if you would like additional copies of this prospectus, you should contact your registered
representative or contact:

Client Services Department

Wells Real Estate Funds, Inc.

Suite 250

6200 The Corners Parkway

Atlanta, Georgia 30092

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

www.wellsref.com

9
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PROSPECTUS SUMMARY

This prospectus summary highlights selected information contained elsewhere in this prospectus. It is not complete and does not contain all of
the information that is important to your decision whether to invest in the Wells REIT. To understand this offering fully, you should read the
entire prospectus carefully, including the �Risk Factors� section and the financial statements.

Wells Real Estate Investment Trust, Inc.

Wells Real Estate Investment Trust, Inc. is a REIT that owns net leased commercial real estate properties. As of July 1, 2002, we owned
interests in 53 commercial real estate properties located in 19 states. Our office is located at 6200 The Corners Parkway, Suite 250, Atlanta,
Georgia 30092. Our telephone number outside the State of Georgia is 800-557-4830 (770-243-8282 in Georgia). We refer to Wells Real Estate
Investment Trust, Inc. as the Wells REIT in this prospectus.

Our Advisor

Our advisor is Wells Capital, Inc., which is responsible for managing our affairs on a day-to-day basis and for identifying and making
acquisitions on our behalf. We refer to Wells Capital, Inc. as Wells Capital in this prospectus.

Our Management

Our board of directors must approve each real property acquisition proposed by Wells Capital, as well as certain other matters set forth in our
articles of incorporation. We have ten members on our board of directors. Eight of our directors are independent of Wells Capital and have
responsibility for reviewing its performance. Our directors are elected annually by the stockholders.

Our REIT Status

As a REIT, we generally are not subject to federal income tax on income that we distribute to our stockholders. Under the Internal Revenue
Code, REITs are subject to numerous organizational and operational requirements, including a requirement that they distribute at least 90% of
their taxable income to their stockholders. If we fail to qualify for taxation as a REIT in any year, our income will be taxed at regular corporate
rates, and we may be precluded from qualifying for treatment as a REIT for the four-year period following our failure to qualify. Even if we
qualify as a REIT for federal income tax purposes, we may still be subject to state and local taxes on our income and property and to federal
income and excise taxes on our undistributed income.

Summary Risk Factors
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Following are the most significant risks relating to your investment:

� There is no public trading market for the shares, and we cannot assure you that one will ever develop. Until the shares are publicly
traded, you will have a difficult time trying to sell your shares.

� You must rely on Wells Capital, our advisor, for the day-to-day management of our business and the selection of our real estate
properties.
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� To ensure that we continue to qualify as a REIT, our articles of incorporation prohibit any stockholder from owning more than 9.8% of
our outstanding shares.

� We may not remain qualified as a REIT for federal income tax purposes, which would subject us to the payment of tax on our income
at corporate rates and reduce the amount of funds available for payment of dividends to our stockholders.

� You will not have preemptive rights as a stockholder, so any shares we issue in the future may dilute your interest in the Wells REIT.

� We will pay significant fees to Wells Capital and its affiliates.

� Real estate investments are subject to cyclical trends that are out of our control.

� You will not have an opportunity to evaluate all of the properties that will be in our portfolio prior to investing.

� Loans we obtain will be secured by some of our properties, which will put those properties at risk of forfeiture if we are unable to pay
our debts.

� Our investment in vacant land to be developed may create risks relating to the builder�s ability to control construction costs, failure to
perform or failure to build in conformity with plans, specifications and timetables.

� The vote of stockholders owning at least a majority of our shares will bind all of the stockholders as to certain matters such as the
election of our directors and amendment of our articles of incorporation.

� If we do not obtain listing of the shares on a national exchange by January 30, 2008, our articles of incorporation provide that we must
begin to sell all of our properties and distribute the net proceeds to our stockholders.

� Our advisor will face various conflicts of interest resulting from its activities with affiliated entities.

Before you invest in the Wells REIT, you should see the complete discussion of the �Risk Factors� beginning on page 17 of this prospectus.

Description of Real Estate Investments

Please refer to the �Description of Real Estate Investments� section of this prospectus for a description of the real estate properties we have
purchased to date and the various real estate loans we have outstanding. Wells Capital is currently evaluating additional potential property
acquisitions. As we acquire new properties, we will provide supplements to this prospectus to describe these properties.

Estimated Use of Proceeds of Offering
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We anticipate that we will invest at least 84% of the proceeds of this offering in real estate properties. We will use the remainder of the offering
proceeds to pay selling commissions, fees and expenses relating to the selection and acquisition of properties and the costs of the offering.
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Investment Objectives

Our investment objectives are:

� to maximize cash dividends paid to you;

� to preserve, protect and return your capital contribution;

� to realize growth in the value of our properties upon our ultimate sale of such properties; and

� to provide you with liquidity of your investment by listing the shares on a national exchange or, if we do not obtain listing of the
shares by January 30, 2008, by selling our properties and distributing the cash to you.

We may only change these investment objectives by a vote of our stockholders holding a majority of our outstanding shares. See the �Investment
Objectives and Criteria� section of this prospectus for a more complete description of our business and objectives.

Conflicts of Interest

Wells Capital, as our advisor, will experience conflicts of interest in connection with the management of our business affairs, including the
following:

� Wells Capital will have to allocate its time between the Wells REIT and other real estate programs and activities in which it is
involved;

� Wells Capital must determine which properties the Wells REIT or another Wells program or joint venture should acquire and which
Wells program or other entity should enter into a joint venture with the Wells REIT for the acquisition and operation of specific
properties;

� Wells Capital may compete with other Wells programs for the same tenants in negotiating leases or in selling similar properties at the
same time; and

� Wells Capital and its affiliates will receive fees in connection with transactions involving the purchase, management and sale of our
properties regardless of the quality of the property acquired or the services provided to us.

See the �Conflicts of Interest� section of this prospectus on page 54 for a detailed discussion of the various conflicts of interest relating to your
investment, as well as the procedures that we have established to resolve a number of these potential conflicts.
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The following chart shows the ownership structure of the various Wells entities that are affiliated with Wells Capital.

Prior Offering Summary

Wells Capital and its affiliates have previously sponsored 14 publicly offered real estate limited partnerships and the Wells REIT on an
unspecified property or �blind pool� basis. As of June 30, 2002, they have raised approximately $1,795,000,000 from approximately 65,000
investors in these 15 public real estate programs. The �Prior Performance Summary� on page 108 of this prospectus contains a discussion of the
Wells programs sponsored to date. Certain statistical data relating to the Wells programs with investment objectives similar to ours is also
provided in the �Prior Performance Tables� included at the end of this prospectus.

The Offering

We are offering up to 300,000,000 shares to the public at $10 per share and up to 30,000,000 shares pursuant to our dividend reinvestment plan
at $10 per share. We reserve the right in the future to reallocate additional dividend reinvestment shares out of the shares we are offering to the
public, if necessary. We are also offering up to 6,600,000 shares to broker-dealers pursuant to warrants whereby participating broker-dealers will
have the right to purchase one share for every 50 shares they sell in this offering. The exercise price for shares purchased pursuant to the
warrants is $12 per share.

13
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Terms of the Offering

We will begin selling shares in this offering upon the effective date of this prospectus, and this offering will terminate on or before July 25,
2004. However, we may terminate this offering at any time prior to such termination date. We will hold your investment proceeds in our account
until we withdraw funds for the acquisition of real estate properties or the payment of fees and expenses. We generally admit stockholders to the
Wells REIT on a daily basis.

Compensation to Wells Capital

Wells Capital and its affiliates will receive compensation and fees for services relating to this offering and the investment and management of
our assets. The most significant items of compensation are included in the following table:

Type of Compensation Form of Compensation
Estimated $$ Amount for Maximum

Offering (330,000,000 shares)

Offering Stage
Selling Commissions 7.0% of gross offering proceeds $231,000,000
Dealer Manager Fee 2.5% of gross offering proceeds $82,500,000
Organization and Offering Expenses 3.0% of gross offering proceeds $49,500,000 (estimated)

Acquisition and Development Stage
Acquisition and Advisory Fees 3.0% of gross offering proceeds $99,000,000
Acquisition Expenses 0.5% of gross offering proceeds $16,500,000

Operational Stage
Property Management 4.5% of gross revenues N/A
Initial Lease-Up Fee for Newly
Constructed Property

Competitive fee for geographic location of
property based on a survey of brokers and
agents (customarily equal to the first
month�s rent) N/A

Real Estate Commissions 3.0% of contract price for properties sold
after investors receive a return of capital
plus an 8.0% return on capital N/A

Subordinated Participation In Net Sale
Proceeds (Payable only if the Wells REIT
is not listed on an exchange)

10.0% of remaining amounts of net sale
proceeds after return of capital plus
payment to investors of an 8.0%
cumulative non-compounded return on the
capital contributed by investors N/A

Subordinated Incentive Listing Fee
(Payable only if the Wells REIT is listed
on an exchange)

10.0% of the amount by which the
adjusted market value of the Wells REIT
exceeds the aggregate capital
contributions contributed by investors N/A

14
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There are many additional conditions and restrictions on the amount of compensation Wells Capital and its affiliates may receive. There are also
some smaller items of compensation and expense reimbursements that Wells Capital may receive. For a more detailed explanation of these fees
and expenses payable to Wells Capital and its affiliates, please see the �Management Compensation� section of this prospectus on page 49.

Dividend Policy

In order to remain qualified as a REIT, we are required to distribute 90% of our annual taxable income to our stockholders. We have paid
dividends to our stockholders at least quarterly since the first quarter after we commenced operations on June 5, 1998. We calculate our
quarterly dividends based upon daily record and dividend declaration dates so investors will be entitled to dividends immediately upon
purchasing our shares. We expect to pay dividends to you on a quarterly basis.

Listing

Our articles of incorporation allow us to list our shares on a national securities exchange on or before January 30, 2008. In the event we do not
obtain listing prior to that date, our articles of incorporation require us to begin selling our properties and liquidating our assets.

Dividend Reinvestment Plan

You may participate in our dividend reinvestment plan pursuant to which you may have the dividends you receive reinvested in shares of the
Wells REIT. If you participate, you will be taxed on your share of our taxable income even though you will not receive the cash from your
dividends. As a result, you may have a tax liability without receiving cash dividends to pay such liability. We may terminate the dividend
reinvestment plan at our discretion at any time upon 10 days notice to you. (See �Description of Shares�Dividend Reinvestment Plan.�)

Share Redemption Program

We may use proceeds received from the sale of shares pursuant to our dividend reinvestment plan to redeem your shares. After you have held
your shares for a minimum of one year, our share redemption program provides an opportunity for you to redeem your shares, subject to certain
restrictions and limitations, for the lesser of $10 per share or the price you actually paid for your shares. Our board of directors reserves the right
to amend or terminate the share redemption program at any time. Our board of directors has delegated to our officers the right to (1) waive the
one-year holding period in the event of the death or bankruptcy of a stockholder or other exigent circumstances, or (2) reject any request for
redemption at any time and for any reason. You will have no right to request redemption of your shares should our shares become listed on a
national exchange. (See �Description of Shares�Share Redemption Program.�)

Wells Operating Partnership, L.P.
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We own all of our real estate properties through Wells Operating Partnership, L.P. (Wells OP), our operating partnership. We are the sole
general partner of Wells OP. Wells Capital is currently the only limited partner based on its initial contribution of $200,000. Our ownership of
properties in Wells OP is referred to as an �UPREIT.� The UPREIT structure allows us to acquire real estate properties in exchange for limited
partnership units in Wells OP. This structure will also allow sellers of properties to transfer their properties to Wells OP in exchange for units of
Wells OP
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and defer gain recognition for tax purposes with respect to such transfers of properties. At present, we have no plans to acquire any specific
properties in exchange for units of Wells OP. The holders of units in Wells OP may have their units redeemed for cash under certain
circumstances. (See �The Operating Partnership Agreement.�)

ERISA Considerations

The section of this prospectus entitled �ERISA Considerations� describes the effect the purchase of shares will have on individual retirement
accounts (IRAs) and retirement plans subject to the Employee Retirement Income Security Act of 1974, as amended (ERISA), and/or the
Internal Revenue Code. ERISA is a federal law that regulates the operation of certain tax-advantaged retirement plans. Any retirement plan
trustee or individual considering purchasing shares for a retirement plan or an IRA should read this section of the prospectus very carefully.

Description of Shares

General

Your investment will be recorded on our books only. We will not issue stock certificates. If you wish to transfer your shares, you are required to
send us an executed transfer form. We will provide you the required form upon request.

Stockholder Voting Rights and Limitations

We hold annual meetings of our stockholders for the purpose of electing our directors or conducting other business matters that may be
presented at such meetings. We may also call a special meeting of stockholders from time to time for the purpose of conducting certain matters.
You are entitled to one vote for each share you own at any of these meetings.

Restriction on Share Ownership

Our articles of incorporation contain restrictions on ownership of the shares that prevents one person from owning more than 9.8% of our
outstanding shares. These restrictions are designed to enable us to comply with share accumulation restrictions imposed on REITs by the
Internal Revenue Code. (See �Description of Shares�Restriction on Ownership of Shares.�)

For a more complete description of the shares, including restrictions on the ownership of shares, please see the �Description of Shares� section of
this prospectus on page 137.
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RISK FACTORS

Your purchase of shares involves a number of risks. In addition to other risks discussed in this prospectus, you should specifically consider the
following:

Investment Risks

Marketability Risk

There is no public trading market for your shares.

There is no current public market for the shares and, therefore, it will be difficult for you to sell your shares promptly. In addition, the price
received for any shares sold is likely to be less than the proportionate value of the real estate we own. Therefore, you should purchase the shares
only as a long-term investment. See �Description of Shares�Share Redemption Program� for a description of our share redemption program.

Management Risks

You must rely on Wells Capital for selection of properties.

Our ability to achieve our investment objectives and to pay dividends is dependent upon the performance of Wells Capital, our advisor, in the
quality and timeliness of our acquisitions of real estate properties, the selection of tenants and the determination of any financing arrangements.
Except for the investments described in this prospectus, you will have no opportunity to evaluate the terms of transactions or other economic or
financial data concerning our investments. You must rely entirely on the management ability of Wells Capital and the oversight of our board of
directors.

We depend on key personnel.

Our success depends to a significant degree upon the continued contributions of certain key personnel, including Leo F. Wells, III, Douglas P.
Williams, M. Scott Meadows, David H. Steinwedell, and John G. Oliver, each of whom would be difficult to replace. None of our key personnel
are currently subject to employment agreements, nor do we maintain any key person life insurance on our key personnel. If any of our key
personnel were to cease employment with us, our operating results could suffer. We also believe that our future success depends, in large part,
upon our ability to hire and retain highly skilled managerial, operational and marketing personnel. Competition for such personnel is intense, and
we cannot assure you that we will be successful in attracting and retaining such skilled personnel.
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Conflicts of Interest Risks

Wells Capital will face conflicts of interest relating to time management.

Wells Capital, our advisor, and its affiliates are general partners and sponsors of other real estate programs having investment objectives and
legal and financial obligations similar to the Wells REIT. Because Wells Capital and its affiliates have interests in other real estate programs and
also engage in other business activities, they may have conflicts of interest in allocating their time between our business and these other
activities. During times of intense activity in other programs and ventures, they may devote less time and resources to our business than is
necessary or appropriate. (See �Conflicts of Interest.�) If Wells Capital, for any reason, is not able to provide investment opportunities to us
consistent with our investment objectives in a timely manner, we may have lower returns on our investments.
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Wells Capital will face conflicts of interest relating to the purchase and leasing of properties.

We may be buying properties at the same time as one or more of the other Wells programs are buying properties. There is a risk that Wells
Capital will choose a property that provides lower returns to us than a property purchased by another Wells program. We may acquire properties
in geographic areas where other Wells programs own properties. If one of the Wells programs attracts a tenant that we are competing for, we
could suffer a loss of revenue due to delays in locating another suitable tenant. (See �Conflicts of Interest.�)

Certain of our officers and directors face conflicts of interest relating to the positions they hold with other entities.

Certain of our executive officers and directors are also officers and directors of Wells Capital, our advisor and the general partner of various
other Wells programs, Wells Management Company, Inc., our Property Manager, and Wells Investment Securities, Inc., our Dealer Manager,
and, as such, owe fiduciary duties to these various entities and their stockholders and limited partners. Such fiduciary duties may from time to
time conflict with the fiduciary duties owed to the Wells REIT and its stockholders. (See �Conflicts of Interest.�)

We will be subject to additional risks as a result of our joint ventures with affiliates.

We have entered in the past and are likely to continue in the future to enter into joint ventures with other Wells programs for the acquisition,
development or improvement of properties. We may also purchase and develop properties in joint ventures or in partnerships, co-tenancies or
other co-ownership arrangements with sellers of properties, affiliates of sellers, developers or other persons. Such investments may involve risks
not otherwise present with an investment in real estate, including, for example:

� the possibility that our co-venturer, co-tenant or partner in an investment might become bankrupt;

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

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

Actions by such a co-venturer, co-tenant or partner might have the result of subjecting the property to liabilities in excess of those contemplated
and may have the effect of reducing your returns.

Wells Capital will face conflicts of interest relating to joint ventures with affiliates.

Wells Capital, our advisor, is currently sponsoring a public offering on behalf of Wells Real Estate Fund XIII, L.P. (Wells Fund XIII), which is
an unspecified property real estate program. (See �Prior Performance Summary.�) In the event that we enter into a joint venture with Wells Fund
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XIII or any other Wells program or joint venture, we may face certain additional risks and potential conflicts of interest. For example, securities
issued by Wells Fund XIII and the other Wells public limited partnerships will never have an active trading market. Therefore, if we were to
become listed on a national exchange, we may no longer have similar goals and objectives with respect to the resale of properties in the future.
In addition, in the event that the Wells REIT is not listed on a securities exchange
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by January 30, 2008, our organizational documents provide for an orderly liquidation of our assets. In the event of such liquidation, any joint
venture between the Wells REIT and another Wells program may be required to sell its properties at such time. Our joint venture partners may
not desire to sell the properties at that time. Although the terms of any joint venture agreement between the Wells REIT and another Wells
program would grant the other Wells program a right of first refusal to buy such properties, it is unlikely that any such program would have
sufficient funds to exercise its right of first refusal under these circumstances.

Agreements and transactions between the parties with respect to joint ventures between the Wells REIT and other Wells programs will not have
the benefit of arm�s length negotiation of the type normally conducted between unrelated co-venturers. Under these joint venture agreements,
none of the co-venturers may have the power to control the venture, and an impasse could be reached regarding matters pertaining to the joint
venture, which might have a negative impact on the joint venture and decrease potential returns to you. In the event that a co-venturer has a right
of first refusal to buy out the other co-venturer, it may be unable to finance such buy-out at that time. It may also be difficult for us to sell our
interest in any such joint venture or partnership or as a co-tenant in property. In addition, to the extent that our co-venturer, partner or co-tenant
is an affiliate of Wells Capital, certain conflicts of interest will exist. (See �Conflicts of Interest�Joint Ventures with Affiliates of Wells Capital.�)

General Investment Risks

A limit on the number of shares a person may own may discourage a takeover.

Our articles of incorporation restrict ownership by one person to no more than 9.8% of the outstanding shares. This restriction may discourage a
change of control of the Wells REIT and may deter individuals or entities from making tender offers for shares, which offers might be
financially attractive to stockholders or which may cause a change in the management of the Wells REIT. (See �Description of Shares�Restriction
on Ownership of Shares.�)

We will not be afforded the protection of Maryland Corporation Law relating to business combinations.

Provisions of Maryland Corporation Law prohibit business combinations, unless prior approval of the board of directors is obtained before the
person became an interested stockholder, with:

� any person who beneficially owns 10% or more of the voting power of our outstanding shares;

� any of our affiliates who, at any time within the two year period prior to the date in question, was the beneficial owner of 10% or more
of the voting power of our outstanding shares (interested stockholder); or

� an affiliate of an interested stockholder.

These prohibitions are intended to prevent a change of control by interested stockholders who do not have the support of our board of directors.
Since our articles of incorporation contain limitations on ownership of 9.8% or more of our common stock, we opted out of the business
combinations statute in our articles of incorporation. Therefore, we will not be afforded the protections of this statute and, accordingly, there is
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combinations statute and prevent an undesired change of control by an interested stockholder. (See �Description of Shares�Restriction on
Ownership of Shares� and �Description of Shares�Business Combinations.�)

19

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

Table of Contents 38



Table of Contents

You are bound by the majority vote on matters on which you are entitled to vote.

You may vote on certain matters at any annual or special meeting of our stockholders, including the election of our directors or amendments to
our articles of incorporation. However, you will be bound by the majority vote on matters requiring approval of a majority of our stockholders
even if you do not vote with the majority on any such matter.

You are limited in your ability to sell your shares pursuant to our share redemption program.

Even though our share redemption program provides you with the opportunity to redeem your shares for $10 per share (or the price you paid for
the shares, if lower than $10) after you have held them for a period of one year, you should be fully aware that our share redemption program
contains certain restrictions and limitations. Shares will be redeemed on a first-come, first-served basis and will be limited to the lesser of (1)
during any calendar year, three percent (3%) of the weighted average number of shares outstanding during the prior calendar year, or (2) the
proceeds we receive from the sale of shares under our dividend reinvestment plan such that in no event shall the aggregate amount of
redemptions under our share redemption program exceed aggregate proceeds received from the sale of shares pursuant to our dividend
reinvestment plan. Our board of directors reserves the right to amend or terminate the share redemption program at any time. In addition, the
board of directors has delegated authority to our officers to reject any request for redemption for any reason at any time. Therefore, in making a
decision to purchase shares of the Wells REIT, you should not assume that you will be able to sell any of your shares back to us pursuant to our
share redemption program. (See �Description of Shares�Share Redemption Program.�)

We established the offering price on an arbitrary basis.

Our board of directors has arbitrarily determined the selling price of the shares, and such price bears no relationship to any established criteria
for valuing issued or outstanding shares.

Your interest in the Wells REIT may be diluted if we issue additional shares.

Existing stockholders and potential investors in this offering do not have preemptive rights to any shares issued by the Wells REIT in the future.
Therefore, existing stockholders and investors purchasing shares in this offering may experience dilution of their equity investment in the Wells
REIT in the event that we:

� sell shares in this offering or sell additional shares in the future, including those issued pursuant to the dividend reinvestment plan;

� sell securities that are convertible into shares;

� issue shares in a private offering of securities to institutional investors;
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� issue shares of common stock upon the exercise of the options granted to our independent directors or employees of Wells Capital and
Wells Management Company, Inc. (Wells Management) or the warrants issued and to be issued to participating broker-dealers or our
independent directors; or

� issue shares to sellers of properties acquired by us in connection with an exchange of limited partnership units from Wells OP.
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Payment of fees to Wells Capital and its affiliates will reduce cash available for investment and distribution.

Wells Capital and its affiliates will perform services for us in connection with the offer and sale of the shares, the selection and acquisition of our
properties, and the management and leasing of our properties. They will be paid substantial fees for these services, which will reduce the amount
of cash available for investment in properties or distribution to our stockholders. (See �Management Compensation.�)

The availability and timing of cash dividends is uncertain.

We bear all expenses incurred in our operations, which are deducted from cash funds generated by operations prior to computing the amount of
cash dividends to be distributed to our stockholders. In addition, our board of directors, in its discretion, may retain any portion of such funds for
working capital. We cannot assure you that sufficient cash will be available to pay dividends to you.

We are uncertain of our sources for funding of future capital needs.

Substantially all of the gross proceeds of the offering will be used for investment in properties and for payment of various fees and expenses.
(See �Estimated Use of Proceeds.�) In addition, we do not anticipate that we will maintain any permanent working capital reserves. Accordingly,
in the event that we develop a need for additional capital in the future for the improvement of our properties or for any other reason, we have not
identified any sources for such funding, and we cannot assure you that such sources of funding will be available to us for potential capital needs
in the future.

You will not have the benefit of independent due diligence review in connection with this offering.

Since Wells Investment Securities, our Dealer Manager, is an affiliate of Wells Capital, you will not have the benefit of independent due
diligence review and investigation of the type normally performed by unaffiliated, independent underwriters in connection with securities
offerings.

The conviction of Arthur Andersen LLP and recent events related thereto may adversely affect your ability to recover potential claims
against Arthur Andersen in connection with their audits of our financials statements.

In June 2002, our former independent auditor, Arthur Andersen LLP (Andersen), was tried and convicted on federal obstruction of justice
charges arising from its involvement as auditors for Enron Corporation. Events arising out of the conviction or other events relating to the
financial condition of Andersen may adversely affect the ability of Andersen to satisfy any potential claims that may arise out of Andersen�s
audits of the financial statements contained in this prospectus. In addition, Andersen has notified us that it will no longer be able to provide us
with the necessary consents related to previously audited financial statements in our prospectus. Our inability to obtain such consents may also
adversely affect your ability to pursue potential claims against Andersen.
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Real Estate Risks

General Real Estate Risks

Your investment will be affected by adverse economic and regulatory changes.

We will be subject to risks generally incident to the ownership of real estate, including:

� changes in general economic or local conditions;

� changes in supply of or demand for similar or competing properties in an area;

� changes in interest rates and availability of permanent mortgage funds which may render the sale of a property difficult or unattractive;

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

� periods of high interest rates and tight money supply.

For these and other reasons, we cannot assure you that we will be profitable or that we will realize growth in the value of our real estate
properties.

A property that incurs a vacancy could be difficult to sell or re-lease.

A property may incur a vacancy either by the continued default of a tenant under its lease or the expiration of one of our leases. A number of our
properties may be specifically suited to the particular needs of our tenants. Therefore, we may have difficulty obtaining a new tenant for any
vacant space we have in our properties. If the vacancy continues for a long period of time, we may suffer reduced revenues resulting in less cash
dividends to be distributed to stockholders. In addition, the resale value of the property could be diminished because the market value of a
particular property will depend principally upon the value of the leases of such property.

We are dependent on tenants for our revenue.

Most of our properties are occupied by a single tenant and, therefore, the success of our investments are materially dependent on the financial
stability of our tenants. Lease payment defaults by tenants would most likely cause us to reduce the amount of distributions to stockholders. A

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

Table of Contents 43



default of a tenant on its lease payments to us would cause us to lose the revenue from the property and cause us to have to find one or more
additional tenants. If there are a substantial number of tenants that are in default at any one time, we could have difficulty making mortgage
payments that could result in foreclosures of properties subject to a mortgage. In the event of a default, we may experience delays in enforcing
our rights as landlord and may incur substantial costs in protecting our investment and re-letting our property. If a lease is terminated, we cannot
assure you that we will be able to lease the property for the rent previously received or sell the property without incurring a loss.

We rely on certain tenants.

As of July 1, 2002, our most substantial tenants based on rental income are SSB Realty, LLC (approximately 6.3%), Metris Direct, Inc.
(approximately 5.6%), Motorola, Inc. (approximately 4.7%), and Zurich American Insurance Company, Inc. (approximately 4.6%). The
revenues generated by the properties these tenants occupy are substantially reliant upon the financial condition of these tenants and, accordingly,
any event of bankruptcy, insolvency or a general downturn in the business of any of these tenants may result in the failure or delay of such
tenant�s rental payments which may have a substantial
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adverse effect on our financial performance. (See �Description of Real Estate Investments� and �Management�s Discussion and Analysis of
Financial Condition and Results of Operations.�)

We may not have funding for future tenant improvements.

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

Uninsured losses relating to real property may adversely affect your returns.

In the event that any of our properties incurs a casualty loss that is not fully covered by insurance, the value of our assets will be reduced by any
such uninsured loss. In addition, we have no current source of funding to repair or reconstruct the damaged property and cannot assure you that
any such source of funding will be available to us for such purposes in the future.

Development and construction of properties may result in delays and increased costs and risks.

We may invest some or all of the proceeds available for investment in the acquisition and development of properties upon which we will
develop and construct improvements at a fixed contract price. We will be subject to risks relating to the builder�s ability to control construction
costs or to build in conformity with plans, specifications and timetables. The builder�s failure to perform may necessitate legal action by us to
rescind the purchase or the construction contract or to compel performance. Performance may also be affected or delayed by conditions beyond
the builder�s control. Delays in completion of construction could also give tenants the right to terminate preconstruction leases for space at a
newly developed project. We may incur additional risks when we make periodic progress payments or other advances to such builders prior to
completion of construction. Factors such as those discussed above can result in increased costs of a project or loss of our investment. In addition,
we will be subject to normal lease-up risks relating to newly constructed projects. Furthermore, we must rely upon projections of rental income
and expenses and estimates of the fair market value of property upon completion of construction when agreeing upon a price to be paid for the
property at the time of acquisition of the property. If our projections are inaccurate, we may pay too much for a property.

Competition for investments may increase costs and reduce returns.

We will experience competition for real property investments from individuals, corporations and bank and insurance company investment
accounts, as well as other real estate investment trusts, real estate limited partnerships, and other entities engaged in real estate investment
activities. Competition for investments may have the effect of increasing costs and reducing your returns.
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Delays in acquisitions of properties may have an adverse effect on your investment.

Delays we encounter in the selection, acquisition and development of properties could adversely affect your returns. Where we acquire
properties prior to the start of construction or during the early stages of construction, it will typically take several months to complete
construction and rent available space. Therefore, you could suffer delays in the distribution of cash dividends attributable to those
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particular properties. In addition, if we are unable to invest our offering proceeds in income producing real properties in a timely manner, we
may not be able to continue to pay the dividend rates we are currently paying to our stockholders.

We may not be able to immediately invest proceeds in real estate.

Until we invest the proceeds of this offering in real estate investments, we may invest in short-term, highly liquid or other authorized
investments. Such short-term investments are not likely to earn as high a return as we expect to earn on our real estate investments, and we
cannot guarantee how long it will take us to fully invest the proceeds of this offering in real estate investments.

Uncertain market conditions and Wells Capital�s broad discretion relating to the future disposition of properties could adversely affect the
return on your investment.

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

Discovery of previously undetected environmentally hazardous conditions may adversely affect our operating results.

Under various federal, state and local environmental laws, ordinances and regulations, a current or previous owner or operator of real property
may be liable for the cost of removal or remediation of hazardous or toxic substances on such property. Such laws often impose liability whether
or not the owner or operator knew of, or was responsible for, the presence of such hazardous or toxic substances. Environmental laws also may
impose restrictions on the manner in which properties may be used or businesses may be operated, and these restrictions may require
expenditures. Environmental laws provide for sanctions in the event of noncompliance and may be enforced by governmental agencies or, in
certain circumstances, by private parties. We may be potentially liable for such costs in connection with the acquisition and ownership of our
properties. The cost of defending against claims of liability, of compliance with environmental regulatory requirements or of remediating any
contaminated property could materially adversely affect the business, assets or results of operations of the Wells REIT and, consequently,
amounts available for distribution to you.

Financing Risks

If we fail to make our debt payments, we could lose our investment in a property.
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We generally secure the loans we obtain to fund property acquisitions with first priority mortgages on some of our properties. If we are unable to
make our debt payments as required, a lender could foreclose on the property or properties securing its debt. This could cause us to lose part or
all of our investment which in turn could cause a reduction in the value of the shares and the dividends payable to our stockholders. (See
�Description of Real Estate Investments�Real Estate Loans.�)
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Lenders may require us to enter into restrictive covenants relating to our operations.

In connection with obtaining certain financing, a lender could impose restrictions on us that would affect our ability to incur additional debt and
our distribution and operating policies. Loan documents we enter into may contain customary negative covenants which may limit our ability to
further mortgage the property, to discontinue insurance coverage, replace Wells Capital as our advisor or impose other limitations.

If we enter into financing arrangements involving balloon payment obligations, it may adversely affect our ability to pay dividends.

Some of our financing arrangements may require us to make a lump-sum or �balloon� payment at maturity. We may finance more properties in
this manner. Our ability to make a balloon payment at maturity is uncertain and may depend upon our ability to obtain additional financing or
our ability to sell the property. At the time the balloon payment is due, we may or may not be able to refinance the balloon payment on terms as
favorable as the original loan or sell the property at a price sufficient to make the balloon payment. A refinancing or sale under these
circumstances could affect the rate of return to stockholders and the projected time of disposition of our assets. In addition, payments of
principal and interest made to service our debts may leave us with insufficient cash to pay the distributions that we are required to pay to
maintain our qualification as a REIT.

Section 1031 Exchange Program Risks

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

Wells Development Corporation, an affiliate of Wells Capital, our advisor, is forming a series of single member limited liability companies
(each of which is referred to in this prospectus as Wells Exchange) for the purpose of facilitating the acquisition of real estate properties to be
owned in co-tenancy arrangements with persons (1031 Participants) who are looking to invest proceeds from a sale of real estate to qualify for
like-kind exchange treatment under Section 1031 of the Internal Revenue Code (Section 1031 Exchange Program). There will be significant tax
and securities disclosure risks associated with the private placement offerings of co-tenancy interests by Wells Exchange to 1031 Participants.
For example, in the event that the Internal Revenue Service conducts an audit of the purchasers of co-tenancy interests and successfully
challenges the qualification of the transaction as a like-kind exchange under Section 1031 of the Internal Revenue Code, even though it is
anticipated that this tax risk will be fully disclosed to investors, purchasers of co-tenancy interests may file a lawsuit against Wells Exchange and
its sponsors. In such event, even though Wells OP is not acting as a sponsor of the offering, is not commonly controlled with Wells Exchange,
and is not recommending that 1031 Participants buy co-tenancy interests from Wells Exchange, as a result of our participation in the Section
1031 Exchange Program, and since Wells OP will be receiving fees in connection with the Section 1031 Exchange Program, we may be named
in or otherwise required to defend against lawsuits brought by 1031 Participants. Any amounts we are required to expend for any such litigation
claims may reduce the amount of funds available for distribution to stockholders of the Wells REIT. In addition, disclosure of any such litigation
may adversely affect our ability to raise additional capital in the future through the sale of stock. (See �Investment Objectives and Criteria�Section
1031 Exchange Program.�)
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We will be subject to risks associated with co-tenancy arrangements that are not otherwise present in a real estate investment.

At the closing of each property Wells Exchange acquires pursuant to the Section 1031 Exchange Program, we anticipate that Wells OP will enter
into a contractual arrangement providing that, in the event that Wells Exchange is unable to sell all of the co-tenancy interests in that particular
property by the completion of its private placement offering, Wells OP will purchase, at Wells Exchange�s cost, any co-tenancy interests
remaining unsold. Accordingly, in the event that Wells Exchange is unable to sell all co-tenancy interests in one or more of its properties, Wells
OP will be required to purchase the unsold co-tenancy interests in such property or properties and, thus, will be subject to the risks of ownership
of properties in a co-tenancy arrangement with unrelated third parties. (See �Investment Objectives and Criteria�Section 1031 Exchange Program.
�)

Ownership of co-tenancy interests involves risks not otherwise present with an investment in real estate such as the following:

� the risk that a co-tenant may at any time have economic or business interests or goals which are or which become inconsistent with our
business interests or goals;

� the risk that a co-tenant may be in a position to take action contrary to our instructions or requests or contrary to our policies or
objectives; or

� the possibility that a co-tenant might become insolvent or bankrupt, which may be an event of default under mortgage loan financing
documents or allow the bankruptcy court to reject the tenants in common agreement or management agreement entered into by the
co-tenants owning interests in the property.

Actions by a co-tenant may subject the property to liabilities in excess of those contemplated and may have the effect of reducing your returns.

In the event that our interests become adverse to those of the other co-tenants, we will not have the contractual right to purchase the co-tenancy
interests from the other co-tenants. Even if we are given the opportunity to purchase such co-tenancy interests in the future, we cannot guarantee
that we will have sufficient funds available at the time to purchase co-tenancy interests from the 1031 Participants.

We might want to sell our co-tenancy interests in a given property at a time when the other co-tenants in such property do not desire to sell their
interests. Therefore, we may not be able to sell our interest in a property at the time we would like to sell. In addition, we anticipate that it will
be much more difficult to find a willing buyer for our co-tenancy interests in a property than it would be to find a buyer for a property we owned
outright.

Our participation in the Section 1031 Exchange Program may limit our ability to borrow funds in the future.

Institutional lenders may view our obligations under agreements to acquire unsold co-tenancy interests in properties as a contingent liability
against our cash or other assets, which may limit our ability to borrow funds in the future. Further, such obligations may be viewed by our
lenders in such a manner as to limit our ability to borrow funds based on regulatory restrictions on lenders limiting the amount of loans they can
make to any one borrower. (See �Investment Objectives and Criteria�Section 1031 Exchange Program.�)
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Federal Income Tax Risks

Failure to qualify as a REIT could adversely affect our operations and our ability to make distributions.

In order for us to qualify as a REIT, we must satisfy certain requirements set forth in the Internal Revenue Code and Treasury Regulations and
various factual matters and circumstances which are not entirely within our control. We have and will continue to structure our activities in a
manner designed to satisfy all of these requirements, however, if certain of our operations were to be recharacterized by the Internal Revenue
Service, such recharacterization could jeopardize our ability to satisfy all of the requirements for qualification as a REIT. In addition, new
legislation, regulations, administrative interpretations or court decisions could change the tax laws relating to our qualification as a REIT or the
federal income tax consequences of our being a REIT.

If we fail to qualify as a REIT for any taxable year, we will be subject to federal income tax on our taxable income at corporate rates with no
offsetting deductions for distributions made to stockholders. Further, in such event, we would generally be disqualified from treatment as a REIT
for the four taxable years following the year in which we lose our REIT status. Accordingly, the loss of our REIT status would reduce our net
earnings available for investment or distribution to stockholders because of the substantial tax liabilities that would be imposed on us. We might
also be required to borrow funds or liquidate some investments in order to pay the applicable tax.

Certain fees paid to Wells OP may affect our REIT status.

In connection with the Section 1031 Exchange Program, Wells OP will enter into a number of contractual arrangements with Wells Exchange
that will, in effect, guarantee the sale of the co-tenancy interests being offered by Wells Exchange. (See �Investment Objectives and
Criteria�Section 1031 Exchange Program.�) In consideration for entering into these agreements, Wells OP will be paid fees which could be
characterized by the IRS as non-qualifying income for purposes of satisfying the �income tests� required for REIT qualification. (See �Federal
Income Tax Consequences�Operational Requirements�Gross Income Tests.�) If this fee income were, in fact, treated as non-qualifying, and if the
aggregate of such fee income and any other non-qualifying income in any taxable year ever exceeded 5.0% of our gross revenues for such year,
we could lose our REIT status for that taxable year and the four ensuing taxable years. As set forth above, we will use all reasonable efforts to
structure our activities in a manner intended to satisfy the requirements for our continued qualification as a REIT.

Recharacterization of the Section 1031 Exchange Program may result in taxation of income from a prohibited transaction.

In the event that the Internal Revenue Service were to recharacterize the Section 1031 Exchange Program such that Wells OP, rather than Wells
Exchange, is treated as the bona fide owner, for tax purposes, of properties acquired and resold by Wells Exchange in connection with the
Section 1031 Exchange Program, such characterization could result in the fees paid to Wells OP by Wells Exchange as being deemed income
from a prohibited transaction, in which event all such fee income paid to us in connection with the Section 1031 Exchange Program would be
subject to a 100% tax. (See �Investment Objectives and Criteria�Section 1031 Exchange Program.�)
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Legislative or regulatory action could adversely affect investors.

In recent years, numerous legislative, judicial and administrative changes have been made in the provisions of the federal income tax laws
applicable to investments similar to an investment in shares of the Wells REIT. Additional changes to tax laws are likely to continue to occur in
the future, and we cannot assure you that any such changes will not adversely affect the taxation of our stockholders. Any such changes could
have an adverse effect on an investment in shares or on the market value or the resale potential of our properties. You are urged to consult with
your own tax advisor with respect to the impact of recent legislation on your investment in shares and the status of legislative, regulatory or
administrative developments and proposals and their potential effect on an investment in shares.

Retirement Plan Risks

There are special considerations that apply to pension or profit sharing trusts or IRAs investing in shares.

If you are investing the assets of a pension, profit sharing, 401(k), Keogh or other qualified retirement plan or the assets of an IRA in the Wells
REIT, you should satisfy yourself that:

� your investment is consistent with your fiduciary obligations under ERISA and the Internal Revenue Code;

� your investment is made in accordance with the documents and instruments governing your plan or IRA, including your plan�s
investment policy;

� your investment satisfies the prudence and diversification requirements of Sections 404(a)(1)(B) and 404(a)(1)(C) of ERISA;

� your investment will not impair the liquidity of the plan or IRA;

� your investment will not produce �unrelated business taxable income� for the plan or IRA;

� you will be able to value the assets of the plan annually in accordance with ERISA requirements; and

� your investment will not constitute a prohibited transaction under Section 406 of ERISA or Section 4975 of the Internal Revenue
Code.

For a more complete discussion of the foregoing issues and other risks associated with an investment in shares by retirement plans, please see
the �ERISA Considerations� section of this prospectus on page 132.

SUITABILITY STANDARDS
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The shares we are offering are suitable only as a long-term investment for persons of adequate financial means. Initially, we do not expect to
have a public market for the shares, which means that you may have difficulty selling your shares. You should not buy these shares if you need
to sell them immediately or will need to sell them quickly in the future. In consideration of these factors, we have established suitability
standards for initial stockholders and subsequent transferees. These suitability standards require that a purchaser of shares have either:

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

� gross annual income of at least $45,000 and a net worth of at least $45,000.
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The minimum purchase is 100 shares ($1,000), except in certain states as described below. You may not transfer fewer shares than the minimum
purchase requirement. In addition, you may not transfer, fractionalize or subdivide your shares so as to retain less than the number of shares
required for the minimum purchase. In order to satisfy the minimum purchase requirements for retirement plans, unless otherwise prohibited by
state law, a husband and wife may jointly contribute funds from their separate IRAs, provided that each such contribution is made in increments
of $100. You should note that an investment in shares of the Wells REIT 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 residents is 250 shares ($2,500), except for IRAs which must purchase a
minimum of 100 shares ($1,000). The minimum purchase for Minnesota residents is 250 shares ($2,500), except for IRAs and other qualified
retirement plans which must purchase a minimum of 200 shares ($2,000).            

Except in the states of Maine, Minnesota, Nebraska and Washington, if you have satisfied the minimum purchase requirements and have
purchased units in other Wells programs or units or shares in other public real estate programs, you may purchase less than the minimum number
of shares set forth above, but in no event less than 2.5 shares ($25). After you have purchased the minimum investment, any additional purchase
must be in increments of at least 2.5 shares ($25), except for (1) purchases made by residents of Maine and Minnesota, who must still meet the
minimum investment requirements set forth above, and (2) purchases of shares pursuant to the dividend reinvestment plan of the Wells REIT or
reinvestment plans of other public real estate programs, which may be in lesser amounts.

Several states have established suitability standards different from those we have established. Shares will be sold only to investors in these states
who meet the special suitability standards set forth below.

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

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

Iowa, Missouri, Ohio and Pennsylvania�In addition to our suitability requirements, investors must have a net worth of at least 10 times their
investment in the Wells REIT.

For purposes of determining suitability of an investor, net worth in all cases should be calculated excluding the value of an investor�s home,
furnishings and automobiles.

In the case of sales to fiduciary accounts, these suitability standards must be met by the fiduciary account, by the person who directly or
indirectly supplied the funds for the purchase of the shares or by the beneficiary of the account. These suitability standards are intended to help
ensure that, given the long-term nature of an investment in our shares, our investment objectives and the relative illiquidity of our shares, shares
of the Wells REIT are an appropriate investment for those of you desiring to become stockholders. Each participating broker-dealer must make
every reasonable effort to determine that the purchase of shares is a suitable and appropriate investment for each stockholder based on
information provided by the stockholder in the Subscription Agreement or otherwise. Each participating broker-dealer is required to maintain
records of the information used to determine that an investment in shares is suitable and appropriate for each stockholder for a period of six
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ESTIMATED USE OF PROCEEDS

The following tables set forth information about how we intend to use the proceeds raised in this offering assuming that we sell 165,000,000
shares and 330,000,000 shares, respectively, pursuant to this offering. Many of the figures set forth below represent management�s best estimate
since they cannot be precisely calculated at this time. We expect that at least 84.0% of the money you invest will be used to buy real estate,
while the remaining up to 16.0% will be used for working capital and to pay expenses and fees, including the payment of fees to Wells Capital,
our advisor, and Wells Investment Securities, our Dealer Manager.

165,000,000 Shares 330,000,000 Shares

Amount(1) Percent Amount(2) Percent

Gross Offering Proceeds $ 1,650,000,000 100% $ 3,300,000,000 100.0%
Less Public Offering Expenses:
Selling Commissions and Dealer Manager Fee(3) 156,750,000 9.5% 313,500,000 9.5%
Organization and Offering Expenses(4) 49,500,000 3.0% 49,500,000 1.5%

Amount Available for Investment(5) $ 1,443,750,000 87.5% $ 2,937,000,000 89.0%
Acquisition and Development:
Acquisition and Advisory Fees(6) 49,500,000 3.0% 99,000,000 3.0%
Acquisition Expenses(7) 8,250,000 0.5% 16,500,000 0.5%
Initial Working Capital Reserve(8) (8) �  (8) �  

Amount Invested in Properties(5)(9) $ 1,386,000,000 84.0% $ 2,821,500,000 85.5%

(Footnotes to �Estimated Use of Proceeds�)

1. Assumes that an aggregate of $1,650,000,000 will be raised in this offering for purposes of illustrating the percentage of estimated
organization and offering expenses at two different sales levels. See Note 4 below.

2. Assumes the maximum offering is sold which includes 300,000,000 shares offered to the public at $10 per share and 30,000,000 shares
offered pursuant to our dividend reinvestment plan at $10 per share. Excludes 6,600,000 shares to be issued upon exercise of the soliciting
dealer warrants.

3. Includes selling commissions equal to 7.0% of aggregate gross offering proceeds which commissions may be reduced under certain
circumstances and a dealer manager fee equal to 2.5% of aggregate gross offering proceeds, both of which are payable to the Dealer
Manager, an affiliate of our advisor. The Dealer Manager, in its sole discretion, may reallow selling commissions of up to 7.0% of gross
offering proceeds to other broker-dealers participating in this offering (Participating Dealers) attributable to the amount of shares sold by
them. In addition, the Dealer Manager may reallow a portion of its dealer manager fee to Participating Dealers in the aggregate amount of
up to 1.5% of gross offering proceeds to be paid to such Participating Dealers as marketing fees, or to reimburse representatives of such
Participating Dealers the costs and expenses of attending our educational conferences and seminars. The amount of selling commissions
may often be reduced under certain circumstances for volume discounts. See the �Plan of Distribution� section of this prospectus for a
description of such provisions.

4. Organization and offering expenses consist of reimbursement of actual legal, accounting, printing and other accountable offering expenses,
other than selling commissions and the dealer manager fee, including amounts to reimburse Wells Capital, our advisor, for all marketing
related costs and expenses, including, but not limited to, salaries and direct expenses of our advisor�s employees while engaged in
registering and marketing the shares and other marketing and organization costs, technology costs and expenses attributable to the offering,
costs and expenses of conducting our
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educational conferences and seminars, payment or reimbursement of bona fide due diligence expenses, and costs and expenses we incur
for attending retail seminars conducted by broker-dealers. Wells Capital and its affiliates will be responsible for the payment of
organization and offering expenses, other than selling commissions and the dealer manager fee, to the extent they exceed 3.0% of
aggregate gross offering proceeds from all of our offerings without recourse against or reimbursement by the Wells REIT. We currently
estimate that approximately $49,500,000 of organization and offering costs will be incurred if the maximum offering of 330,000,000
shares is sold. Notwithstanding the above, in no event shall organization and offering expenses, including selling commissions, the dealer
manager fee and all other underwriting compensation, exceed 15% of gross offering proceeds.

5. Until required in connection with the acquisition and development of properties, substantially all of the net proceeds of the offering and,
thereafter, the working capital reserves of the Wells REIT, may be invested in short-term, highly-liquid investments including government
obligations, bank certificates of deposit, short-term debt obligations and interest-bearing accounts or other authorized investments as
determined by our board of directors.

6. Acquisition and advisory fees are defined generally as fees and commissions paid by any party to any person in connection with the
purchase, development or construction of properties. We will pay Wells Capital, as our advisor, acquisition and advisory fees up to a
maximum amount of 3.0% of gross offering proceeds in connection with the acquisition of the real estate properties. Acquisition and
advisory fees do not include acquisition expenses.

7. Acquisition expenses include legal fees and expenses, travel expenses, costs of appraisals, nonrefundable option payments on property not
acquired, accounting fees and expenses, title insurance premiums and other closing costs and miscellaneous expenses relating to the
selection, acquisition and development of real estate properties. We will pay Wells Capital, our advisor, acquisition expenses up to a
maximum of 0.5% of gross offering proceeds as reimbursement for the payment of such expenses.

8. Because the vast majority of leases for the properties acquired by the Wells REIT will provide for tenant reimbursement of operating
expenses, we do not anticipate that a permanent reserve for maintenance and repairs of real estate properties will be established. However,
to the extent that we have insufficient funds for such purposes, we may apply an amount of up to 1.0% of gross offering proceeds for
maintenance and repairs of real estate properties. We also may, but are not required to, establish reserves from gross offering proceeds, out
of cash flow generated by operating properties or out of nonliquidating net sale proceeds, defined generally to mean the net cash proceeds
received by the Wells REIT from any sale or exchange of properties.

9. Includes amounts anticipated to be invested in properties net of fees and expenses. We estimate that at least 84.0% of the proceeds
received from the sale of shares will be used to acquire properties.

MANAGEMENT

General

We operate under the direction of our board of directors, the members of which are accountable to us and our stockholders as fiduciaries. The
board is responsible for the management and control of our affairs. The board has retained Wells Capital to manage our day-to-day affairs and
the acquisition and disposition of our investments, subject to the board�s supervision. Our articles of incorporation were reviewed and ratified by
our board of directors, including the independent directors, at their initial meeting. This ratification by our board of directors was required by the
NASAA Guidelines.
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Our articles of incorporation and bylaws provide that the number of directors of the Wells REIT may be established by a majority of the entire
board of directors but may not be fewer than three nor more than 15. We currently have a total of ten directors. Our articles of incorporation also
provide that a majority of the directors must be independent directors. An �independent director� is a person who is not an officer or employee of
the Wells REIT, Wells Capital or their affiliates and has not otherwise been affiliated with such entities for the previous two years. Of the ten
current directors, eight of our directors are considered independent directors.

Proposed transactions are often discussed before being brought to a final board vote. During these discussions, independent directors often offer
ideas for ways in which deals can be changed to make them acceptable and these suggestions are taken into consideration when structuring
transactions. Each director will serve until the next annual meeting of stockholders or until his successor has been duly elected and qualified.
Although the number of directors may be increased or decreased, a decrease shall not have the effect of shortening the term of any incumbent
director.

Any director may resign at any time and may be removed with or without cause by the stockholders upon the affirmative vote of at least a
majority of all the votes entitled to be cast at a meeting called for the purpose of the proposed removal. The notice of the meeting shall indicate
that the purpose, or one of the purposes, of the meeting is to determine if the director shall be removed.

Unless filled by a vote of the stockholders as permitted by Maryland Corporation Law, a vacancy created by an increase in the number of
directors or the death, resignation, removal, adjudicated incompetence or other incapacity of a director shall be filled by a vote of a majority of
the remaining directors and,

� in the case of a director who is not an independent director (affiliated director), by a vote of a majority of the remaining affiliated
directors, or

� in the case of an independent director, by a vote of a majority of the remaining independent directors,

unless there are no remaining affiliated directors or independent directors, as the case may be. In such case a majority vote of the remaining
directors shall be sufficient. If at any time there are no independent or affiliated directors in office, successor directors shall be elected by the
stockholders. Each director will be bound by our articles of incorporation and bylaws.

Our directors are not required to devote all of their time to our business and are only required to devote the time to our affairs as their duties may
require. Our directors will meet quarterly or more frequently if necessary in order to discharge their duties as directors. We do not expect that
our directors will be required to devote a substantial portion of their time in discharging such duties. Consequently, in the exercise of their
fiduciary responsibilities, our directors will be relying heavily on Wells Capital. Our board is empowered to fix the compensation of all officers
that it selects and may pay compensation to directors for services rendered to us in any other capacity.

Our general investment and borrowing policies are set forth in this prospectus. Our directors may establish further written policies on
investments and borrowings and shall monitor our administrative procedures, investment operations and performance to ensure that the policies
are fulfilled and are in the best interest of the stockholders. We will follow the policies on investments and borrowings set forth in this
prospectus unless and until they are modified by our directors.
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expenses incurred are in the best interest of the stockholders. In
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addition, a majority of the independent directors, and a majority of directors not otherwise interested in the transaction, must approve all
transactions with Wells Capital or its affiliates. The independent directors will also be responsible for reviewing the performance of Wells
Capital and Wells Management and determining that the compensation to be paid to Wells Capital and Wells Management is reasonable in
relation to the nature and quality of services to be performed and that the provisions of the advisory agreement and the property management
agreement are being carried out. Specifically, the independent directors will consider factors such as:

� the amount of the fee paid to Wells Capital and Wells Management in relation to the size, composition and performance of our
investments;

� the success of Wells Capital in generating appropriate investment opportunities;

� rates charged to other REITs and other investors by advisors performing similar services;

� additional revenues realized by Wells Capital and Wells Management through their relationship with us, whether we pay them or they
are paid by others with whom we do business;

� the quality and extent of service and advice furnished by Wells Capital and Wells Management and the performance of our investment
portfolio; and

� the quality of our portfolio relative to the investments generated by Wells Capital and managed by Wells Management for their other
clients.

Neither our directors nor their affiliates will vote or consent to the voting of shares they now own or hereafter acquire on matters submitted to
the stockholders regarding either (1) the removal of Wells Capital, any director or any affiliate, or (2) any transaction between us and Wells
Capital, any director or any affiliate.

Committees of the Board of Directors

Our entire board of directors considers all major decisions concerning our business, including all property acquisitions. However, our board has
established an Audit Committee, a Compensation Committee and various advisory committees so that important items within the purview of
these committees can be addressed in more depth than may be possible at a full board meeting.

Audit Committee

Under our Audit Committee Charter, our Audit Committee�s primary function is to assist the board of directors in fulfilling its oversight
responsibilities by reviewing the financial information to be provided to the stockholders and others, the system of internal controls which
management has established, and the audit and financial reporting process. The members of our Audit Committee are Messrs. Bell, Carpenter,
Carter, Keogler, Moss, Sessoms and Strickland.
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Compensation Committee

Our board of directors has established a Compensation Committee to administer the 2000 Employee Stock Option Plan, as described below,
which was approved by the stockholders at our annual stockholders meeting held June 28, 2000. The Compensation Committee is comprised of
Messrs. Bell, Carpenter, Carter, Keogler, Moss, Sessoms and Strickland. The primary function of the Compensation Committee is to administer
the granting of stock options to selected employees of Wells Capital and
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Wells Management based upon recommendations from Wells Capital, and to set the terms and conditions of such options in accordance with the
2000 Employee Stock Option Plan. To date, we have not issued any stock options under our 2000 Employee Stock Option Plan.

Advisory Committees

The board of directors has established various advisory committees in which certain members of the board sit on these advisory committees to
assist Wells Capital and its affiliates in the following areas which have a direct impact on the operations of the Wells REIT: asset management;
new business development; personnel supervision; and budgeting.

Executive Officers and Directors

We have provided below certain information about our executive officers and directors.

Name Position(s) Age

Leo F. Wells, III President and Director 58
Douglas P. Williams Executive Vice President, Secretary, Treasurer and Director 51
John L. Bell Director 62
Michael R. Buchanan Director 55
Richard W. Carpenter Director 65
Bud Carter Director 63
William H. Keogler, Jr. Director 57
Donald S. Moss Director 66
Walter W. Sessoms Director 68
Neil H. Strickland Director 66

Leo F. Wells, III is the President and a director of the Wells REIT and the President, Treasurer and sole director of Wells Capital, our advisor.
He is also the sole stockholder and sole director of Wells Real Estate Funds, Inc., the parent corporation of Wells Capital. Mr. Wells is President
of Wells & Associates, Inc., a real estate brokerage and investment company formed in 1976 and incorporated in 1978, for which he serves as
principal broker. He is also the President, Treasurer and sole director of:

� Wells Management Company, Inc., our Property Manager;

� Wells Investment Securities, Inc., our Dealer Manager;

� Wells Advisors, Inc., a company he organized in 1991 to act as a non-bank custodian for IRAs; and

� Wells Development Corporation, a company he organized in 1997 to develop real properties. (See �Conflicts of Interest.�)
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Mr. Wells was a real estate salesman and property manager from 1970 to 1973 for Roy D. Warren & Company, an Atlanta-based real estate
company, and he was associated from 1973 to 1976 with Sax Gaskin Real Estate Company, during which time he became a Life Member of the
Atlanta Board of Realtors Million Dollar Club. From 1980 to February 1985 he served as Vice President of Hill-Johnson, Inc., a Georgia
corporation engaged in the construction business. Mr. Wells holds a Bachelor of Business Administration degree in economics from the
University of Georgia. Mr. Wells is a member of the International Association for Financial Planning (IAFP) and a registered NASD principal.

Mr. Wells has over 30 years of experience in real estate sales, management and brokerage services. In addition to being the President and a
director of the Wells REIT, he is currently a co-general
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partner in a total of 27 real estate limited partnerships formed for the purpose of acquiring, developing and operating office buildings and other
commercial properties. As of June 30, 2002, these 27 real estate limited partnerships represented investments totaling approximately
$347,154,000 from approximately 28,000 investors.

Douglas P. Williams is the Executive Vice President, Secretary, Treasurer and a director of the Wells REIT. He is also a Senior Vice President
of Wells Capital, our advisor, and is also a Vice President of:

� Wells Investment Securities, Inc., our Dealer Manager;

� Wells Real Estate Funds, Inc.; and

� Wells Advisors, Inc. (See �Conflicts of Interest.�)

Mr. Williams previously served as Vice President, Controller of OneSource, Inc., a leading supplier of janitorial and landscape services, from
1996 to 1999 where he was responsible for corporate-wide accounting activities and financial analysis. Mr. Williams was employed by ECC
International Inc. (ECC), a supplier to the paper industry and to the paint, rubber and plastic industries, from 1982 to 1995. While at ECC, Mr.
Williams served in a number of key accounting positions, including: Corporate Accounting Manager, U.S. Operations; Division Controller,
Americas Region; and Corporate Controller, America/Pacific Division. Prior to joining ECC and for one year after leaving ECC, Mr. Williams
was employed by Lithonia Lighting, a manufacturer of lighting fixtures, as a Cost and General Accounting Manager and Director of Planning
and Control. Mr. Williams started his professional career as an auditor for KPMG Peat Marwick LLP.

Mr. Williams is a member of the American Institute of Certified Public Accountants and the Georgia Society of Certified Public Accountants
and is licensed with the NASD as a financial and operations principal. Mr. Williams received a Bachelor of Arts degree from Dartmouth College
and a Masters of Business Administration degree from the Amos Tuck School of Graduate Business Administration at Dartmouth College.

John L. Bell was the owner and Chairman of Bell-Mann, Inc., the largest commercial flooring contractor in the Southeast from February 1971
to February 1996. Mr. Bell also served on the board of directors of Realty South Investors, a REIT traded on the American Stock Exchange, and
was the founder and served as a director of both the Chattahoochee Bank and the Buckhead Bank. In 1997, Mr. Bell initiated and implemented a
�Dealer Acquisition Plan� for Shaw Industries, Inc., a floor covering manufacturer and distributor, which plan included the acquisition of
Bell-Mann.

Mr. Bell currently serves on the Board of Directors of Electronic Commerce Systems, Inc. and the Cullasaja Club of Highlands, North Carolina.
Mr. Bell is also extensively involved in buying and selling real estate both individually and in partnership with others. Mr. Bell graduated from
Florida State University majoring in accounting and marketing.

Michael R. Buchanan was employed by Bank of America, N.A. and its predecessor banks, NationsBank and C&S National Bank, from 1972
until his retirement in March 2002. Mr. Buchanan has over 30 years of real estate banking and financial experience and, while at Bank of
America, he held several key positions including Managing Director of the Real Estate Banking Group from 1998 until his retirement where he
managed approximately 1,100 associates in 90 offices. This group was responsible for providing real estate loans including construction,
acquisition, development and bridge financing for the commercial and residential real estate industry, as well as providing structured financing
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Mr. Buchanan is a graduate of the University of Kentucky where he earned a Bachelor of Economics degree and a Masters of Business
Administration degree. He also attended Harvard University in the graduate program for management development.

Richard W. Carpenter served as General Vice President of Real Estate Finance of The Citizens and Southern National Bank from 1975 to
1979, during which time his duties included the establishment and supervision of the United Kingdom Pension Fund, U.K.-American Properties,
Inc. which was established primarily for investment in commercial real estate within the United States.

Mr. Carpenter is a managing partner of Carpenter Properties, L.P., a real estate limited partnership. He is also President and director of
Commonwealth Oil Refining Company, Inc., a position he has held since 1984.

Mr. Carpenter previously served as Vice Chairman of the board of directors of both First Liberty Financial Corp. and Liberty Savings Bank,
F.S.B. and Chairman of the Audit Committee of First Liberty Financial Corp. He has been a member of The National Association of Real Estate
Investment Trusts and formerly served as President and Chairman of the Board of Southmark Properties, an Atlanta-based REIT which invested
in commercial properties. Mr. Carpenter is a past Chairman of the American Bankers Association Housing and Real Estate Finance Division
Executive Committee. Mr. Carpenter holds a Bachelor of Science degree from Florida State University, where he was named the outstanding
alumnus of the School of Business in 1973.

Bud Carter was an award-winning broadcast news director and anchorman for several radio and television stations in the Midwest for over 20
years. From 1975 to 1980, Mr. Carter served as General Manager of WTAZ-FM, a radio station in Peoria, Illinois and served as editor and
publisher of The Peoria Press, a weekly business and political journal in Peoria, Illinois. From 1981 until 1989, Mr. Carter was also an owner
and General Manager of Transitions, Inc., a corporate outplacement company in Atlanta, Georgia.

Mr. Carter currently serves as Senior Vice President for The Executive Committee, an international organization established to aid presidents
and CEOs to share ideas on ways to improve the management and profitability of their respective companies. The Executive Committee operates
in numerous large cities throughout the United States, Canada, Australia, France, Italy, Malaysia, Brazil, the United Kingdom and Japan. The
Executive Committee has more than 7,000 presidents and CEOs who are members. In addition, Mr. Carter was the first Chairman of the
organization recruited in Atlanta and still serves as Chairman of the first two groups formed in Atlanta, each comprised of 16 noncompeting
CEOs and presidents. Mr. Carter serves on the board of directors of Creative Storage Systems, Inc., DiversiTech Coporation and Wavebase9. He
is a graduate of the University of Missouri where he earned degrees in journalism and social psychology.

William H. Keogler, Jr. was employed by Brooke Bond Foods, Inc. as a Sales Manager from June 1965 to September 1968. From July 1968 to
December 1974, Mr. Keogler was employed by Kidder Peabody & Company, Inc. and Dupont, Glore, Forgan as a corporate bond salesman
responsible for managing the industrial corporate bond desk and the utility bond area. From December 1974 to July 1982, Mr. Keogler was
employed by Robinson-Humphrey, Inc. as the Director of Fixed Income Trading Departments responsible for all municipal bond trading and
municipal research, corporate and government bond trading, unit trusts and SBA/FHA loans, as well as the oversight of the publishing of the
Robinson-Humphrey Southeast Unit Trust, a quarterly newsletter. Mr. Keogler was elected to the Board of Directors of Robinson-Humphrey,
Inc. in 1982. From July 1982 to October 1984, Mr. Keogler was Executive Vice President, Chief Operating Officer, Chairman of the Executive
Investment Committee and member of the board of directors and Chairman of the MFA Advisory Board for the Financial Service
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Corporation. He was responsible for the creation of a full service trading department specializing in general securities with emphasis on
municipal bonds and municipal trusts. Under his leadership, Financial Service Corporation grew to over 1,000 registered representatives and
over 650 branch offices. In March 1985, Mr. Keogler founded Keogler, Morgan & Company, Inc., a full service brokerage firm, and Keogler
Investment Advisory, Inc., in which he served as Chairman of the Board, President and Chief Executive Officer. In January 1997, both
companies were sold to SunAmerica, Inc., a publicly traded New York Stock Exchange company. Mr. Keogler continued to serve as President
and Chief Executive Officer of these companies until his retirement in January 1998.

Mr. Keogler serves on the Board of Trustees of Senior Citizens Services of Atlanta. He graduated from Adelphi University in New York where
he earned a degree in psychology.

Donald S. Moss was employed by Avon Products, Inc. from 1957 until his retirement in 1986. While at Avon, Mr. Moss served in a number of
key positions, including Vice President and Controller from 1973 to 1976, Group Vice President of Operations-Worldwide from 1976 to 1979,
Group Vice President of Sales-Worldwide from 1979 to 1980, Senior Vice President-International from 1980 to 1983 and Group Vice
President-Human Resources and Administration from 1983 until his retirement in 1986. Mr. Moss was also a member of the board of directors
of Avon Canada, Avon Japan, Avon Thailand, and Avon Malaysia from 1980-1983.

Mr. Moss is currently a director of The Atlanta Athletic Club. He formerly was the National Treasurer and a director of the Girls Clubs of
America from 1973 to 1976. Mr. Moss graduated from the University of Illinois where he received a degree in business.

Walter W. Sessoms was employed by Southern Bell and its successor company, BellSouth, from 1956 until his retirement in June 1997. While
at BellSouth, Mr. Sessoms served in a number of key positions, including Vice President-Residence for the State of Georgia from June 1979 to
July 1981, Vice President-Transitional Planning Officer from July 1981 to February 1982, Vice President-Georgia from February 1982 to June
1989, Senior Vice President-Regulatory and External Affairs from June 1989 to November 1991, and Group President-Services from December
1991 until his retirement on June 30, 1997.

Mr. Sessoms currently serves as a director of the Georgia Chamber of Commerce for which he is a past Chairman of the Board, the Atlanta
Civic Enterprises and the Salvation Army�s Board of Visitors of the Southeast Region. Mr. Sessoms is also a past executive advisory council
member for the University of Georgia College of Business Administration and past member of the executive committee of the Atlanta Chamber
of Commerce. Mr. Sessoms is a graduate of Wofford College where he earned a degree in economics and business administration, and is
currently a member of the Wofford College Board of Trustees. He is a member of the Governor�s Education Reform Commission. In addition,
Mr. Sessoms is a member of the Board of Trustees of the Southern Center for International Studies and is currently President of the Atlanta
Rotary Club.

Neil H. Strickland was employed by Loyalty Group Insurance (which subsequently merged with America Fore Loyalty Group and is now
known as The Continental Group) as an automobile insurance underwriter. From 1957 to 1961, Mr. Strickland served as Assistant Supervisor of
the Casualty Large Lines Retrospective Rating Department. From 1961 to 1964, Mr. Strickland served as Branch Manager of Wolverine
Insurance Company, a full service property and casualty service company, where he had full responsibility for underwriting of insurance and
office administration in the State of Georgia. In 1964, Mr. Strickland and a non-active partner started Superior Insurance Service, Inc., a
property and casualty wholesale general insurance agency. Mr. Strickland served as President and was responsible for the underwriting and all
other operations of the agency. In 1967, Mr. Strickland sold his interest in
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Superior Insurance Service, Inc. and started Strickland General Agency, Inc., a property and casualty general insurance agency concentrating on
commercial customers. Mr. Strickland is currently the Senior Operation Executive of Strickland General Agency, Inc. and devotes most of his
time to long-term planning, policy development and senior administration.

Mr. Strickland is a past President of the Norcross Kiwanis Club and served as both Vice President and President of the Georgia Surplus Lines
Association. He also served as President and a director of the National Association of Professional Surplus Lines Offices. Mr. Strickland
currently serves as a director of First Capital Bank, a community bank located in the State of Georgia. Mr. Strickland attended Georgia State
University where he majored in business administration. He received his L.L.B. degree from Atlanta Law School.

Compensation of Directors

We pay each of our independent directors $3,000 per regularly scheduled quarterly board meeting attended, $1,000 per regularly scheduled
advisory committee meeting attended and $250 per special board meeting attended whether held in person or by telephone conference. In
addition, we have reserved 100,000 shares of common stock for future issuance upon the exercise of stock options granted to the independent
directors pursuant to our Independent Director Stock Option Plan and 500,000 shares for future issuance upon the exercise of warrants to be
granted to the independent directors pursuant to our Independent Director Warrant Plan. All directors receive reimbursement of reasonable
out-of-pocket expenses incurred in connection with attendance at meetings of the board of directors. If a director also is an officer of the Wells
REIT, we do not pay separate compensation for services rendered as a director.

Independent Director Stock Option Plan

Our Independent Director Stock Option Plan (Director Option Plan) was approved by our stockholders at the annual stockholders meeting held
June 16, 1999. We issued non-qualified stock options to purchase 2,500 shares (Initial Options) to each independent director pursuant to our
Director Option Plan. In addition, we issued options to purchase 1,000 shares to each independent director then in office in connection with the
2000, 2001 and 2002 annual meeting of stockholders and will continue to issue options to purchase 1,000 shares (Subsequent Options) to each
independent director then in office on the date of each annual stockholders� meeting. The Initial Options and the Subsequent Options are
collectively referred to as the �Director Options.� Director Options may not be granted at any time when the grant, along with grants to other
independent directors, would exceed 10% of our issued and outstanding shares. As of the date of this prospectus, each independent director
(except for Michael R. Buchanan, who was recently appointed as an independent director and will be awarded 2,500 Initial Options) had been
granted options to purchase a total of 5,500 shares under the Director Option Plan, of which 3,000 of those options were exercisable.

The exercise price for the Initial Options is $12.00 per share. The exercise price for the Subsequent Options is the greater of (1) $12.00 per share
or (2) the fair market value of the shares on the date they are granted. Fair market value is defined generally to mean:

� the average closing price for the five consecutive trading days ending on such date if the shares are traded on a national exchange;

� the average of the high bid and low asked prices if the shares are quoted on NASDAQ;

�
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� the average of the last 10 purchases (or fewer if less than 10 purchases) under our share redemption program if there is no current
public offering; or

� the price per share under the dividend reinvestment plan if there are no purchases under the share redemption program.

One-fifth of the Initial Options were exercisable beginning on the date we granted them, one-fifth of the Initial Options became exercisable
beginning in July 2000, one-fifth of the Initial Options became exercisable beginning in July 2001, one fifth of the Initial Options became
exercisable beginning in July 2002 and the remaining one-fifth of the Initial Options will become exercisable beginning in July 2003. The
Subsequent Options granted in connection with the 2000 annual stockholders� meeting became exercisable in June 2002. The remaining
Subsequent Options granted under the Director Option Plan will become exercisable on the second anniversary of the date we grant them.

A total of 100,000 shares have been authorized and reserved for issuance under the Director Option Plan. If the number of outstanding shares is
changed into a different number or kind of shares or securities through a reorganization or merger in which the Wells REIT is the surviving
entity, or through a combination, recapitalization or otherwise, an appropriate adjustment will be made in the number and kind of shares that
may be issued pursuant to exercise of the Director Options. A corresponding adjustment to the exercise price of the Director Options granted
prior to any change will also be made. Any such adjustment, however, will not change the total payment, if any, applicable to the portion of the
Director Options not exercised, but will change only the exercise price for each share.

Options granted under the Director Option Plan shall lapse on the first to occur of (1) the tenth anniversary of the date we grant them, (2) the
removal for cause of the independent director as a member of the board of directors, or (3) three months following the date the independent
director ceases to be a director for any reason other than death or disability, and may be exercised by payment of cash or through the delivery of
common stock. Director Options granted under the Director Option Plan are generally exercisable in the case of death or disability for a period
of one year after death or the disabling event. No Director Option issued may be exercised if such exercise would jeopardize our status as a
REIT under the Internal Revenue Code.

The independent directors may not sell, pledge, assign or transfer their options other than by will or the laws of descent or distribution.

Upon the dissolution or liquidation of the Wells REIT, upon our reorganization, merger or consolidation with one or more corporations as a
result of which we are not the surviving corporation or upon sale of all or substantially all of our properties, the Director Option Plan will
terminate, and any outstanding Director Options will terminate and be forfeited. The board of directors may provide in writing in connection
with any such transaction for any or all of the following alternatives:

� for the assumption by the successor corporation of the Director Options granted or the replacement of the Director Options with
options covering the stock of the successor corporation, or a parent or subsidiary of such corporation, with appropriate adjustments as
to the number and kind of shares and exercise prices;

� for the continuance of the Director Option Plan and the Director Options by such successor corporation under the original terms; or

� for the payment in cash or shares of common stock in lieu of and in complete satisfaction of such options.
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Independent Director Warrant Plan

Our Independent Director Warrant Plan (Director Warrant Plan) was approved by our stockholders at the annual stockholders meeting held June
28, 2000. Our Director Warrant Plan provides for the issuance of warrants to purchase shares of our common stock (Warrants) to independent
directors based on the number of shares of common stock that they purchase. The purpose of the Director Warrant Plan is to encourage our
independent directors to purchase shares of our common stock. Beginning on the effective date of the Director Warrant Plan and continuing until
the earlier to occur of (1) the termination of the Director Warrant Plan by action of the board of directors or otherwise, or (2) 5:00 p.m. EST on
the date of listing of our shares on a national securities exchange, each independent director will receive one Warrant for every 25 shares of
common stock he purchases. The exercise price of the Warrants will be $12.00 per share.

A total of 500,000 Warrants have been authorized and reserved for issuance under the Director Warrant Plan, each of which will be redeemable
for one share of our common stock. Upon our dissolution or liquidation, or upon a reorganization, merger or consolidation, where we are not the
surviving corporation, or upon our sale of all or substantially all of our properties, the Director Warrant Plan shall terminate, and any outstanding
Warrants shall terminate and be forfeited; provided, however, that holders of Warrants may exercise any Warrants that are otherwise exercisable
immediately prior to the effective date of the dissolution, liquidation, consolidation or merger. Notwithstanding the above, our board of directors
may provide in writing in connection with any such transaction for any or all of the following alternatives: (1) for the assumption by the
successor corporation of the Warrants theretofore granted or the substitution by such corporation for such Warrants of awards covering the stock
of the successor corporation, or a parent or subsidiary thereof, with appropriate adjustments as to the number and kind of shares and prices; (2)
for the continuance of the Director Warrant Plan by such successor corporation in which event the Director Warrant Plan and the Warrants shall
continue in the manner and under the terms so provided; or (3) for the payment in cash or shares in lieu of and in complete satisfaction of such
Warrants.

No Warrant may be sold, pledged, assigned or transferred by an independent director in any manner other than by will or the laws of descent or
distribution. All Warrants exercised during the independent director�s lifetime shall be exercised only by the independent director or his legal
representative. Any transfer contrary to the Director Warrant Plan will nullify and render void the Warrant. Notwithstanding any other
provisions of the Director Warrant Plan, Warrants granted under the Director Warrant Plan shall continue to be exercisable in the case of death
or disability of the independent director for a period of one year after the death or disabling event, provided that the death or disabling event
occurs while the person is an independent director. No Warrant issued may be exercised if such exercise would jeopardize our status as a REIT
under the Internal Revenue Code.

Employee Stock Option Plan

Our 2000 Employee Stock Option Plan (Employee Option Plan) was approved by our stockholders at the annual stockholders meeting held June
28, 2000. Our Employee Option Plan is designed to enable Wells Capital and Wells Management to obtain or retain the services of employees
considered essential to our long range success and the success of Wells Capital and Wells Management by offering such employees an
opportunity to participate in the growth of the Wells REIT through ownership of our common stock.

Our Employee Option Plan provides for the formation of a Compensation Committee consisting of two or more of our independent directors.
(See �Committees of the Board of Directors.�) The Compensation Committee shall conduct the general administration of the Employee Option
Plan. The

40

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

Table of Contents 74



Table of Contents

Compensation Committee is authorized to grant �non-qualified� stock options (Employee Options) to selected employees of Wells Capital and
Wells Management based upon the recommendation of Wells Capital and subject to the absolute discretion of the Compensation Committee and
applicable limitations of the Employee Option Plan. The exercise price for the Employee Options shall be the greater of (1) $11.00 per share, or
(2) the fair market value of the shares on the date the option is granted. A total of 750,000 shares have been authorized and reserved for issuance
under our Employee Option Plan. To date, we have not issued any stock options under our Employee Option Plan.

The Compensation Committee shall set the term of the Employee Options in its discretion, although no Employee Option shall have a term
greater than five years from the later of (1) the date our shares become listed on a national securities exchange, or (2) the date the Employee
Option is granted. The employee receiving Employee Options shall agree to remain in employment with his employer for a period of one year
after the Employee Option is granted. The Compensation Committee shall set the period during which the right to exercise an option vests in the
holder of the option. No Employee Option issued may be exercised, however, if such exercise would jeopardize our status as a REIT under the
Internal Revenue Code. In addition, no option may be sold, pledged, assigned or transferred by an employee in any manner other than by will or
the laws of descent or distribution.

In the event that the Compensation Committee determines that any dividend or other distribution, recapitalization, stock split, reorganization,
merger, liquidation, dissolution, or sale, transfer, exchange or other disposition of all or substantially all of our assets, or other similar corporate
transaction or event, affects the shares such that an adjustment is determined by the Compensation Committee to be appropriate in order to
prevent dilution or enlargement of the benefits or potential benefits intended to be made available under the Employee Option Plan or with
respect to an Employee Option, then the Compensation Committee shall, in such manner as it may deem equitable, adjust the number and kind
of shares or the exercise price with respect to any option.

Limited Liability and Indemnification of Directors, Officers, Employees and Other Agents

Our organizational documents limit the personal liability of our stockholders, directors and officers for monetary damages to the fullest extent
permitted under current Maryland Corporation Law. We also maintain a directors and officers liability insurance policy. Maryland Corporation
Law allows directors and officers to be indemnified against judgments, penalties, fines, settlements and expenses actually incurred in a
proceeding unless the following can be established:

� an act or omission of the director or officer was material to the cause of action adjudicated in the proceeding, and was committed in
bad faith or was the result of active and deliberate dishonesty;

� the director or officer actually received an improper personal benefit in money, property or services; or

� with respect to any criminal proceeding, the director or officer had reasonable cause to believe his act or omission was unlawful.

Any indemnification or any agreement to hold harmless is recoverable only out of our assets and not from our stockholders. Indemnification
could reduce the legal remedies available to us and our stockholders against the indemnified individuals, however.

This provision does not reduce the exposure of our directors and officers to liability under federal or state securities laws, nor does it limit our
stockholder�s ability to obtain injunctive relief or other
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equitable remedies for a violation of a director�s or an officer�s duties to us or our stockholders, although the equitable remedies may not be an
effective remedy in some circumstances.

In spite of the above provisions of Maryland Corporation Law, our articles of incorporation provide that our directors, Wells Capital and its
affiliates will be indemnified by us for losses arising from our operation only if all of the following conditions are met:

� our directors, Wells Capital or its affiliates have determined, in good faith, that the course of conduct which caused the loss or liability
was in our best interests;

� our directors, Wells Capital or its affiliates were acting on our behalf or performing services for us;

� in the case of affiliated directors, Wells Capital or its affiliates, the liability or loss was not the result of negligence or misconduct by
the party seeking indemnification;

� in the case of independent directors, the liability or loss was not the result of gross negligence or willful misconduct by the party
seeking indemnification; and

� the indemnification or agreement to hold harmless is recoverable only out of our net assets and not from the stockholders.

We have agreed to indemnify and hold harmless Wells Capital and its affiliates performing services for us from specific claims and liabilities
arising out of the performance of its obligations under the advisory agreement. As a result, we and our stockholders may be entitled to a more
limited right of action than they would otherwise have if these indemnification rights were not included in the advisory agreement.

The general effect to investors of any arrangement under which any of our controlling persons, directors or officers are insured or indemnified
against liability is a potential reduction in distributions resulting from our payment of premiums associated with insurance. In addition,
indemnification could reduce the legal remedies available to the Wells REIT and our stockholders against the officers and directors.

The Securities and Exchange Commission takes the position that indemnification against liabilities arising under the Securities Act of 1933 is
against public policy and unenforceable. Indemnification of our directors, officers, Wells Capital or its affiliates will not be allowed for
liabilities arising from or out of a violation of state or federal securities laws, unless one or more of the following conditions are met:

� there has been a successful adjudication on the merits of each count involving alleged securities law violations;

� such claims have been dismissed with prejudice on the merits by a court of competent jurisdiction; or

� a court of competent jurisdiction approves a settlement of the claims against the indemnitee and finds that indemnification of the
settlement and the related costs should be made, and the court considering the request for indemnification has been advised of the
position of the Securities and Exchange Commission and of the published position of any state securities regulatory authority in which
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Indemnification will be allowed for settlements and related expenses of lawsuits alleging securities laws violations and for expenses incurred in
successfully defending any lawsuits, provided that a court either:

� approves the settlement and finds that indemnification of the settlement and related costs should be made; or

� dismisses with prejudice or there is a successful adjudication on the merits of each count involving alleged securities law violations as
to the particular indemnitee and a court approves the indemnification.

The Advisor

The advisor of the Wells REIT is Wells Capital. Wells Capital has contractual responsibilities to the Wells REIT and its stockholders pursuant to
the advisory agreement. Some of our officers and directors are also officers and directors of Wells Capital. (See �Conflicts of Interest.�)

The directors and executive officers of Wells Capital are as follows:

Name Age Positions

Leo F. Wells, III 58 President, Treasurer and sole director
Douglas P. Williams 51 Senior Vice President and Assistant Secretary
Stephen G. Franklin 54 Senior Vice President
Kim R. Comer 48 Vice President
Claire C. Janssen 39 Vice President
David H. Steinwedell 42 Vice President

The backgrounds of Messrs. Wells and Williams are described in the �Management�Executive Officers and Directors� section of this prospectus.
Below is a brief description of the other executive officers of Wells Capital.

Stephen G. Franklin, Ph.D. is a Senior Vice President of Wells Capital. Mr. Franklin is responsible for marketing, sales and coordination of
broker-dealer relations. Mr. Franklin also serves as Vice President of Wells Real Estate Funds, Inc. Prior to joining Wells Capital in 1999, Mr.
Franklin served as President of Global Access Learning, an international executive education and management development firm. From 1997 to
1999, Mr. Franklin served as President, Chief Academic Officer and Director of EduTrek International, a publicly traded provider of
international post-secondary education that owns the American InterContinental University, with campuses in Atlanta, Ft. Lauderdale, Los
Angeles, Washington, D.C., London and Dubai. While at EduTrek, he was instrumental in developing the Masters and Bachelors of Information
Technology, International MBA and Adult Evening BBA programs. Prior to joining EduTrek, Mr. Franklin was Associate Dean of the Goizueta
Business School at Emory University and a former tenured Associate Professor of Business Administration. He served on the founding
Executive MBA faculty, and has taught graduate, undergraduate and executive courses in management and organizational behavior, human
resources management and entrepreneurship. He is also co-founder and Director of the Center for Healthcare Leadership in the Emory
University School of Medicine. Mr. Franklin was a frequent guest lecturer at universities throughout North America, Europe and South Africa.

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

Table of Contents 79



In 1984, Mr. Franklin took a sabbatical from Emory University and became Executive Vice President and a principal stockholder of Financial
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interests in FSC to Mutual of New York Life Insurance Company.
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Kim R. Comer is a Vice President of Wells Capital. He is primarily responsible for developing, implementing and monitoring initiatives to
further the strategic objectives of Wells Capital. He rejoined Wells Capital as National Vice President of Marketing in April 1997 after working
for Wells Capital in similar capacities from January 1992 through September 1995. In prior positions with Wells Capital, he served as both Vice
President and Director of Customer Care Services and Vice President of Marketing for the southeast and northeast regions. Mr. Comer has over
10 years experience in the securities industry and is a registered representative and financial principal with the NASD. Additionally, he has
substantial financial experience including experience as controller and chief financial officer of two regional broker-dealers. In 1976, Mr. Comer
graduated with honors from Georgia State University with a BBA degree in accounting.

Claire C. Janssen is a Vice President of Wells Capital. She is primarily responsible for managing the corporate, real estate, investment and
investor accounting areas of the company. Ms. Janssen also serves as a Vice President of Wells Management Company, Inc., our Property
Manager. Prior to joining Wells Capital in 2001, Ms. Janssen served as a Vice President of Lend Lease Real Estate (formerly, Equitable Real
Estate). From 1990 to 2000, she held various management positions, including Vice President of Institutional Accounting, Vice President of
Business/Credit Analysis and Director of Tax/Corporate Accounting. From 1985 to 1990, Ms. Janssen served in management positions for Beers
and Cutler, a Washington, D.C. based accounting firm, where she provided both audit and tax services for clients.

Ms. Janssen received a B.S. in business administration with a major in accounting from George Mason University. She is a Certified Public
Accountant and a member of American Institute of Certified Public Accountants, Georgia Society of Certified Public Accountants and National
Association of Real Estate Companies.

David H. Steinwedell is a Vice President of Wells Capital. He is primarily responsible for the acquisition of real estate properties. Prior to
joining Wells Capital in 2001, Mr. Steinwedell served as a principal in Steinwedell and Associates, a capital markets advisory firm specializing
in transactions and strategic planning for commercial real estate firms. His background also includes experience as the Executive Vice President
of Investment Banking at Jones Lang LaSalle and as Managing Director for Real Estate Investments at Aetna Life and Casualty. He graduated
from Hamilton College with a B.S. in Economics. Mr. Steinwedell is a licensed real estate broker in Georgia and is a member of the Urban Land
Institute and NAIOP.

Wells Capital employs personnel, in addition to the directors and executive officers listed above, who have extensive experience in selecting and
managing commercial properties similar to the properties sought to be acquired by the Wells REIT.

The Advisory Agreement

Many of the services to be performed by Wells Capital in managing our day-to-day activities are summarized below. This summary is provided
to illustrate the material functions which Wells Capital will perform for us as our advisor, and it is not intended to include all of the services
which may be provided to us by Wells Capital or by third parties. Under the terms of the advisory agreement, Wells Capital undertakes to use its
best efforts to present to us investment opportunities consistent with our investment policies and objectives as adopted by our board of directors.
In its performance of this undertaking, Wells Capital, either directly or indirectly by engaging an affiliate, shall, subject to the authority of the
board:
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� find, present and recommend to us real estate investment opportunities consistent with our investment policies and objectives;

� structure the terms and conditions of transactions pursuant to which acquisitions of properties will be made;

� acquire properties on our behalf in compliance with our investment objectives and policies;

� arrange for financing and refinancing of properties; and

� enter into leases and service contracts for the properties acquired.

The term of the current advisory agreement ends on January 30, 2003 and may be renewed for an unlimited number of successive one-year
periods. Additionally, the advisory agreement may be terminated:

� immediately by us for �cause� or upon the bankruptcy of Wells Capital or a material breach of the advisory agreement by Wells Capital;

� without cause by a majority of the independent directors of the Wells REIT or a majority of the directors of Wells Capital upon 60
days� written notice; or

� immediately with �good reason� by Wells Capital.

�Good reason� is defined in the advisory agreement to mean either:

� any failure by us to obtain a satisfactory agreement from our successor to assume and agree to perform our obligations under the
advisory agreement; or

� any material breach of the advisory agreement of any nature whatsoever by us.

�Cause� is defined in the advisory agreement to mean fraud, criminal conduct, willful misconduct or willful or negligent breach of fiduciary duty
by Wells Capital or a breach of the advisory agreement by Wells Capital.

Wells Capital and its affiliates expect to engage in other business ventures and, as a result, their resources will not be dedicated exclusively to
our business. However, pursuant to the advisory agreement, Wells Capital must devote sufficient resources to the administration of the Wells
REIT to discharge its obligations. Wells Capital may assign the advisory agreement to an affiliate upon approval of a majority of the
independent directors. We may assign or transfer the advisory agreement to a successor entity.
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Wells Capital may not make any acquisition of property or financing of such acquisition on our behalf without the prior approval of a majority
of our board of directors. The actual terms and conditions of transactions involving investments in properties shall be determined in the sole
discretion of Wells Capital, subject at all times to such board approval.

We will reimburse Wells Capital for all of the costs it incurs in connection with the services it provides to us, including, but not limited to:

� organization and offering expenses in an amount up to 3.0% of gross offering proceeds, which include actual legal, accounting,
printing and expenses attributable to preparing the SEC registration statement, qualification of the shares for sale in the states and
filing fees incurred by Wells Capital, as well as reimbursements for marketing, salaries and
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direct expenses of its employees while engaged in registering and marketing the shares and other marketing and organization costs, other than
selling commissions and the dealer manager fee;

� the annual cost of goods and materials used by us and obtained from entities not affiliated with Wells Capital, including brokerage fees
paid in connection with the purchase and sale of securities;

� administrative services including personnel costs, provided, however, that no reimbursement shall be made for costs of personnel to
the extent that personnel are used in transactions for which Wells Capital receives a separate fee; and

� acquisition expenses, which are defined to include expenses related to the selection and acquisition of properties.

Wells Capital must reimburse us at least annually for amounts paid to Wells Capital in any year to the extent that such payments cause our
operating expenses to exceed the greater of (1) 2% of our average invested assets, which consists of the average book value of our real estate
properties, both equity interests in and loans secured by real estate, before reserves for depreciation or bad debts or other similar non-cash
reserves, or (2) 25% of our net income, which is defined as our total revenues less total operating expenses for any given period. Operating
expenses includes all expenses paid or incurred by the Wells REIT as determined by generally accepted accounting principles, such as (1) real
estate operating costs, net of reimbursements, (2) management and leasing fees, (3) general and administrative expenses, and (4) legal and
accounting expenses, but excludes (A) expenses of raising capital such as organizational and offering expenses, (B) interest payments, (C) taxes,
(D) non-cash expenditures such as depreciation, amortization and bad debt reserves, and (E) amounts payable out of capital contributions which
are not treated as operating expenses under generally accepted accounting principles such as the acquisition and advisory fees payable to Wells
Capital. To the extent that operating expenses payable or reimbursable by us exceed this limit and the independent directors determine that the
excess expenses were justified based on unusual and nonrecurring factors which they deem sufficient, Wells Capital may be reimbursed in future
years for the full amount of the excess expenses, or any portion thereof, but only to the extent the reimbursement would not cause our operating
expenses to exceed the limitation in any year. Within 60 days after the end of any of our fiscal quarters for which total operating expenses for the
12 months then ended exceed the limitation, there shall be sent to the stockholders a written disclosure, together with an explanation of the
factors the independent directors considered in arriving at the conclusion that the excess expenses were justified.

Wells Capital and its affiliates will be paid fees in connection with services provided to us. (See �Management Compensation.�) In the event the
advisory agreement is terminated, Wells Capital will be paid all accrued and unpaid fees and expense reimbursements, and any subordinated
acquisition fees earned prior to the termination. We will not reimburse Wells Capital or its affiliates for services for which Wells Capital or its
affiliates are entitled to compensation in the form of a separate fee.

Shareholdings

Wells Capital currently owns 20,000 limited partnership units of Wells OP, our operating partnership, for which it contributed $200,000 and
which constitutes 100% of the limited partner units outstanding at this time. Wells Capital may not sell any of these units during the period it
serves as our advisor. Any resale of shares that Wells Capital or its affiliates may acquire in the future will be subject to the provisions of Rule
144 promulgated under the Securities Act of 1933, which rule limits the number of shares that may be sold at any one time and the manner of
such resale. Although Wells Capital and its affiliates are not prohibited from acquiring shares of the Wells REIT, Wells Capital currently has no
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options or warrants to acquire any shares and has no current plans to acquire shares. Wells Capital has agreed to abstain from voting any shares
it acquires in any vote for the election of directors or any vote regarding the approval or termination of any contract with Wells Capital or any of
its affiliates.

Affiliated Companies

Property Manager

Our properties will be managed and leased initially by Wells Management Company, Inc. (Wells Management), our Property Manager. Wells
Management is a wholly owned subsidiary of Wells Real Estate Funds, Inc., and Mr. Wells is the sole director of Wells Management. (See
�Conflicts of Interest.�) The principal officers of Wells Management are as follows:

Name Age Positions

Leo F. Wells, III 58 President and Treasurer
M. Scott Meadows 38 Senior Vice President and Secretary
John G. Oliver 53 Vice President
Michael L. Watson 59 Vice President

The background of Mr. Wells is described in the �Management�Executive Officers and Directors� section of this prospectus. Below is a brief
description of the other executive officers of Wells Management.

M. Scott Meadows is a Senior Vice President and Secretary of Wells Management. He is primarily responsible for the acquisition, operation,
management and disposition of real estate investments. Prior to joining Wells Management in 1996, Mr. Meadows served as Senior Property
Manager for The Griffin Company, a full-service commercial real estate firm in Atlanta, where he was responsible for managing a 500,000
square foot office and retail portfolio. Mr. Meadows previously managed real estate as a Property Manager for Sea Pines Plantation Company.
He graduated from University of Georgia with a B.B.A. in management. Mr. Meadows is a Georgia real estate broker and holds a Real Property
Administrator (RPA) designation from the Building Owners and Managers Institute International and a Certified Property Manager (CPM)
designation from the Institute of Real Estate Management.

John G. Oliver is a Vice President of Wells Management. He is primarily responsible for operation and management of real estate properties.
Prior to joining Wells Management in July 2000, Mr. Oliver served as Vice President with C.B. Richard Ellis where he was responsible for the
management of properties occupied by Delta Airlines. Mr. Oliver previously was the Vice President of Property Management for Grubb and
Ellis for their southeast region and served on their Executive Property Management Council. He graduated from Georgia State University with a
B.S. in real estate. Mr. Oliver is a past President of the Atlanta chapter of BOMA (Building Owners and Managers Association) and holds a
Certified Property Manager (CPM) designation from the Institute of Real Estate Management.

Michael L. Watson is a Vice President of Wells Management. He is primarily responsible for performing due diligence investigations on our
properties and overseeing construction and tenant improvement projects including design, engineering, and progress-monitoring functions. Prior
to joining Wells Management in 1995, Mr. Watson was Senior Project Manager with Abrams Construction in Atlanta from 1982 to 1995. His

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

Table of Contents 85



primary responsibilities included supervising a variety of projects consisting of high-rise office buildings, military bases, state projects and
neighborhood shopping centers. He graduated from the University of Miami with a B.S. in civil engineering.

47

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

Table of Contents 86



Table of Contents

Wells Management is engaged in the business of real estate management. It was organized and commenced active operations in 1983 to lease
and manage real estate projects that Wells Capital and its affiliates operate or in which they own an interest. As of June 30, 2002, Wells
Management was managing in excess of 8,800,000 square feet of office and industrial buildings and shopping centers. We will pay Wells
Management property management and leasing fees not exceeding the lesser of: (A) 4.5% of gross revenues, or (B) 0.6% of the net asset value
of the properties (excluding vacant properties) owned by the Wells REIT, calculated on an annual basis. For purposes of this calculation, net
asset value shall be defined as the excess of (1) the aggregate of the fair market value of all properties owned by the Wells REIT (excluding
vacant properties), over (2) the aggregate outstanding debt of the Wells REIT (excluding debts having maturities of one year or less). In
addition, we may pay Wells Management a separate fee for the one-time initial rent-up or leasing-up of newly constructed properties in an
amount not to exceed the fee customarily charged in arm�s length transactions by others rendering similar services in the same geographic area
for similar properties as determined by a survey of brokers and agents in such area (customarily equal to the first month�s rent). Wells
Management will also retain third-party property managers or subcontract manager services to third-party property managers as it deems
appropriate for certain of our properties.

In the event that Wells Management assists a tenant with tenant improvements, a separate fee may be charged to the tenant and paid by the
tenant. This fee will not exceed 5.0% of the cost of the tenant improvements.

Wells Management will hire, direct and establish policies for employees who will have direct responsibility for each property�s operations,
including resident managers and assistant managers, as well as building and maintenance personnel. Some or all of the other employees may be
employed on a part-time basis and may also be employed by one or more of the following:

� Wells Capital;

� Wells Management;

� partnerships organized by Wells Management and its affiliates; and

� other persons or entities owning properties managed by Wells Management.

Wells Management will direct the purchase of equipment and supplies and will supervise all maintenance activity.

The management fees to be paid to Wells Management will cover, without additional expense to the Wells REIT, the property manager�s general
overhead costs such as its expenses for rent and utilities.

The principal office of Wells Management is located at 6200 The Corners Parkway, Suite 250, Atlanta, Georgia 30092.

Dealer Manager
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Wells Investment Securities, Inc. (Wells Investment Securities), our Dealer Manager, is a member firm of the NASD, Inc. (NASD). Wells
Investment Securities was organized in May 1984 for the purpose of participating in and facilitating the distribution of securities of Wells
programs.

Wells Investment Securities will provide certain wholesaling, sales promotional and marketing assistance services to the Wells REIT in
connection with the distribution of the shares offered pursuant to this prospectus. It may also sell shares at the retail level. (See �Plan of
Distribution� and �Management Compensation.�)
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Wells Real Estate Funds, Inc. is the sole stockholder and Mr. Wells is the President, Treasurer and sole director of Wells Investment Securities.
(See �Conflicts of Interest.�)

IRA Custodian

Wells Advisors, Inc. (Wells Advisors) was organized in 1991 for the purpose of acting as a non-bank custodian for IRAs investing in the
securities of Wells real estate programs. Wells Advisors currently charges no fees for such services. Wells Advisors was approved by the
Internal Revenue Service to act as a qualified non-bank custodian for IRAs on March 20, 1992. In circumstances where Wells Advisors acts as
an IRA custodian, the authority of Wells Advisors is limited to holding limited partnership units or REIT shares on behalf of the beneficiary of
the IRA and making distributions or reinvestments in such units or shares solely at the direction of the beneficiary of the IRA. Well Advisors is
not authorized to vote any of such units or shares held in any IRA except in accordance with the written instructions of the beneficiary of the
IRA. Mr. Wells is the President and sole director and owns 50% of the common stock and all of the preferred stock of Wells Advisors. As of
June 30, 2002, Wells Advisors was acting as the IRA custodian for in excess of $373,442,000 in Wells real estate program investments.

Management Decisions

The primary responsibility for the management decisions of Wells Capital and its affiliates, including the selection of investment properties to be
recommended to our board of directors, the negotiation for these investments, and the property management and leasing of these investment
properties, will reside in Leo F. Wells, III, Douglas P. Williams, M. Scott Meadows, David H. Steinwedell and John G. Oliver. Wells Capital
seeks to invest in commercial properties that satisfy our investment objectives, typically office and industrial buildings located in densely
populated metropolitan markets in which the major tenant is a company with a net worth of in excess of $100,000,000. Our board of directors
must approve all acquisitions of real estate properties.

MANAGEMENT COMPENSATION

The following table summarizes and discloses all of the compensation and fees, including reimbursement of expenses, to be paid by the Wells
REIT to Wells Capital and its affiliates.

Form of

Compensation and

Entity Receiving

Determination

of Amount

Estimated
Maximum

Dollar Amount(1)

Organizational and Offering Stage

Selling Commissions

�Wells Investment

Securities

Up to 7.0% of gross offering proceeds before reallowance of commissions
earned by participating broker-dealers. Wells Investment Securities, our
Dealer Manager, intends to reallow 100% of commissions earned for those
transactions that involve participating broker-dealers.

$ 231,000,000
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Dealer Manager Fee

�Wells Investment

Securities

Up to 2.5% of gross offering proceeds before reallowance to participating
broker-dealers. Wells Investment Securities, in its sole discretion, may
reallow a portion of its dealer manager fee of up to 1.5% of the gross offering
proceeds to be paid to such participating broker-dealers.

$ 82,500,000
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Form of

Compensation and

Entity Receiving

Determination

of Amount

Estimated
Maximum

Dollar Amount(1)

Reimbursement of
Organization and Offering
Expenses�Wells Capital or its
Affiliates(2)

Up to 3.0% of gross offering proceeds. All organization and offering
expenses (excluding selling commissions and the dealer manager fee) will be
advanced by Wells Capital or its affiliates and reimbursed by the Wells REIT
up to 3.0% of aggregate gross offering proceeds. We currently estimate that
approximately $49,500,000 of organization and offering costs will be
incurred if the maximum offering of 330,000,000 shares is sold.

$   49,500,000
(estimated)

Acquisition and Development Stage

Acquisition and Advisory
Fees�Wells Capital or its
Affiliates(3)

Up to 3.0% of gross offering proceeds for the review and evaluation of
potential real property acquisitions.

$ 99,000,000

Reimbursement of

Acquisition Expenses�Wells
Capital or its Affiliates(3)

Up to 0.5% of gross offering proceeds for reimbursement of expenses related
to real property acquisitions, such as legal fees, travel expenses, property
appraisals, title insurance premium expenses and other closing costs.

$ 16,500,000

Operational Stage

Property Management and
Leasing Fees�Wells
Management

For the management and leasing of our properties, we will pay Wells
Management, our Property Manager, property management and leasing fees
of up to 4.5% of gross revenues; provided, however, that aggregate property
management and leasing fees payable to Wells Management may not exceed
the lesser of: (A) 4.5% of gross revenues; or (B) 0.6% of the net asset value
of the properties (excluding vacant properties) owned by the Wells REIT,
calculated on an annual basis. For purposes of this calculation, net asset value
shall be defined as the excess of (1) the aggregate of the fair market value of
all properties owned by the Wells REIT (excluding vacant properties), over
(2) the aggregate outstanding debt of the Wells REIT (excluding debts having
maturities of one year or less). In addition, we may pay Wells Management a
separate fee for the one-time initial rent-up or leasing-up of newly
constructed properties in an amount not to exceed the fee customarily
charged in arm�s length transactions by others rendering similar services in the
same geographic area for similar properties as determined by a survey of
brokers and agents in such area (customarily equal to the first month�s rent).

Actual
amounts are
dependent
upon results
of operations
and therefore
cannot be
determined at
the present
time.
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Form of

Compensation and

Entity Receiving

Determination

of Amount

Estimated Maximum
Dollar Amount(1)

Real Estate Commissions�

Wells Capital or its Affiliates

In connection with the sale of properties, an amount not exceeding the lesser of:
(A) 50% of the reasonable, customary and competitive real estate brokerage
commissions customarily paid for the sale of a comparable property in light of
the size, type and location of the property; or (B) 3.0% of the contract price of
each property sold, subordinated to distributions to investors from sale proceeds
of an amount which, together with prior distributions to the investors, will equal
(1) 100% of their capital contributions, plus (2) an 8.0% annual cumulative,
noncompounded return on their net capital contributions; provided however, in
no event will the amounts paid under (A) or (B) exceed an amount equal to 6.0%
of the contract sales price when combined with real estate commissions paid to
unaffiliated third parties.

Actual amounts are

dependent upon
results of
operations and
therefore cannot be
determined at the
present time.

Subordinated Participation in
Net Sale Proceeds�

Wells Capital(4)

After investors have received a return of their net capital contributions and an
8.0% per year cumulative, noncompounded return, then Wells Capital is entitled
to receive 10.0% of remaining net sale proceeds.

Actual amounts are
dependent upon
results of
operations and
therefore cannot be
determined at the
present time.

Subordinated Incentive
Listing Fee�

Wells Capital(5)(6)

Upon listing, a fee equal to 10.0% of the amount by which (1) the market value
of the outstanding stock of the Wells REIT plus distributions paid by the Wells
REIT prior to listing, exceeds (2) the sum of the total amount of capital raised
from investors and the amount of cash flow necessary to generate an 8.0% per
year cumulative, noncompounded return to investors.

Actual amounts are
dependent upon
results of
operations and
therefore cannot be
determined at the
present time.

The Wells REIT may not reimburse any entity for operating expenses in excess
of the greater of 2% of our average invested assets or 25% of our net income

for the year.

(Footnotes to �Management Compensation�)

(1) The estimated maximum dollar amounts are based on the sale of a maximum of 300,000,000 shares to the public at $10 per share and the
sale of 30,000,000 shares at $10 per share pursuant to our dividend reinvestment plan.

(2) These reimbursements will include organization and offering expenses previously advanced by Wells Capital with regards to prior
offerings of our shares, to the extent not reimbursed out of proceeds from prior offerings, and subject for the 3.0% of gross offering
proceeds overall limitation.

(3) Notwithstanding the method by which we calculate the payment of acquisition fees and expenses, as described in the table, the total of all
such acquisition fees and acquisition expenses shall not exceed, in the aggregate, an amount equal to 6.0% of the contract price of all of the
properties which we will purchase, as required by the NASAA Guidelines.

(4) The subordinated participation in net sale proceeds and the subordinated incentive listing fee to be received by Wells Capital are mutually
exclusive of each other. In the event that the Wells REIT becomes listed and Wells Capital receives the subordinated incentive listing fee
prior to its

51

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

Table of Contents 92



Table of Contents

receipt of the subordinated participation in net sale proceeds, Wells Capital shall not be entitled to any such participation in net sale proceeds.

(5) If at any time the shares become listed on a national securities exchange or included for quotation on NASDAQ, we will negotiate in good
faith with Wells Capital a fee structure appropriate for an entity with a perpetual life. A majority of the independent directors must approve
the new fee structure negotiated with Wells Capital. In negotiating a new fee structure, the independent directors shall consider all of the
factors they deem relevant, including but not limited to:

� the size of the advisory fee in relation to the size, composition and profitability of our portfolio;

� the success of Wells Capital in generating opportunities that meet our investment objectives;

� the rates charged to other REITs and to investors other than REITs by advisors performing similar services;

� additional revenues realized by Wells Capital through their relationship with us;

� the quality and extent of service and advice furnished by Wells Capital;

� the performance of our investment portfolio, including income, conservation or appreciation of capital, frequency of problem
investments and competence in dealing with distress situations; and

� the quality of our portfolio in relationship to the investments generated by Wells Capital for the account of other clients.

Our board of directors, including a majority of the independent directors, may not approve a new fee structure that is, in its judgment, more
favorable to Wells Capital than the current fee structure.

(6) The market value of the outstanding stock of the Wells REIT will be calculated based on the average market value of the shares issued and
outstanding at listing over the 30 trading days beginning 180 days after the shares are first listed on a stock exchange.

We have the option to pay the listing fee in the form of stock, cash, a promissory note or any combination thereof. In the event the subordinated
incentive listing fee is paid to Wells Capital as a result of the listing of the shares, we will not be required to pay Wells Capital any further
subordinated participation in net sale proceeds.

In addition, Wells Capital and its affiliates will be reimbursed only for the actual cost of goods, services and materials used for or by the Wells
REIT. Wells Capital may be reimbursed for the administrative services necessary to the prudent operation of the Wells REIT provided that the
reimbursement shall not be for services for which it is entitled to compensation by way of a separate fee.

Since Wells Capital and its affiliates are entitled to differing levels of compensation for undertaking different transactions on behalf of the Wells
REIT such as the property management fees for operating the properties and the subordinated participation in net sale proceeds, Wells Capital
has the ability to affect the nature of the compensation it receives by undertaking different transactions. However, Wells Capital is obligated to
exercise good faith and integrity in all its dealings with respect to our affairs pursuant to the advisory agreement. (See �Management�The Advisory
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Agreement.�) Because these fees or expenses are payable only with respect to certain transactions or services, they may not be recovered by
Wells Capital or its affiliates by reclassifying them under a different category.
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STOCK OWNERSHIP

The following table shows, as of June 30, 2002, the amount of our common stock beneficially owned (unless otherwise indicated) by (1) any
person who is known by us to be the beneficial owner of more than 5% of the outstanding shares of our common stock, (2) our directors, (3) our
executive officers, and (4) all of our directors and executive officers as a group.

    Shares Beneficially Owned

Name and Address of Beneficial Owner Shares Percentage

Leo F. Wells, III 698 *
6200 The Corners Parkway, Suite 250

Atlanta, GA 30092
Douglas P. Williams None N/A
6200 The Corners Parkway, Suite 250

Atlanta, GA 30092
John L. Bell(1) 3,000 *
800 Mt. Vernon Highway, Suite 230

Atlanta, GA 30328
Michael R. Buchanan None N/A
1630 Misty Oaks Drive

Atlanta, GA 30350
Richard W. Carpenter(1) 3,000 *
Realmark Holdings Corporation

P.O. Box 421669 (30342)

5570 Glenridge Drive

Atlanta, GA 30342
Bud Carter(1) 8,373 *
The Executive Committee

100 Mount Shasta Lane

Alpharetta, GA 30022-5440
William H. Keogler, Jr.(1) 3,000 *
469 Atlanta Country Club Drive

Marietta, GA 30067
Donald S. Moss(1) 80,717 *
114 Summerour Vale

Duluth, GA 30097
Walter W. Sessoms(1) 40,243 *
5995 River Chase Circle NW
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Atlanta, GA 30328
Neil H. Strickland(1) 3,285 *
Strickland General Agency, Inc.

3109 Crossing Park

P.O. Box 129

Norcross, GA 30091
All directors and executive officers as a group(2) 142,316 *

* Less than 1% of the outstanding common stock.
(1) Includes options to purchase up to 3,000 shares of common stock, which are exercisable within 60 days of June 30, 2002.
(2) Includes options to purchase an aggregate of up to 21,000 shares of common stock, which are exercisable within 60 days of June 30, 2002.
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CONFLICTS OF INTEREST

We are subject to various conflicts of interest arising out of our relationship with Wells Capital, our advisor, and its affiliates, including conflicts
related to the arrangements pursuant to which Wells Capital and its affiliates will be compensated by the Wells REIT. (See �Management
Compensation.�)

The independent directors have an obligation to function on our behalf in all situations in which a conflict of interest may arise and have a
statutory obligation to act in the best interest of the stockholders. (See �Management�Limited Liability and Indemnification of Directors, Officers,
Employees and Other Agents.�) These conflicts include, but are not limited to, the following:

Interests in Other Real Estate Programs

Wells Capital and its affiliates are general partners of other Wells programs, including partnerships which have investment objectives similar to
those of the Wells REIT, and we expect that they will organize other such partnerships and programs in the future. Wells Capital and such
affiliates have legal and financial obligations with respect to these partnerships that are similar to their obligations to the Wells REIT. As general
partners, they may have contingent liability for the obligations of such partnerships as well as those of the Wells REIT that, if such obligations
were enforced against them, could result in substantial reduction of their net worth.

Wells Capital and its affiliates are currently sponsoring a real estate program known as Wells Real Estate Fund XIII, L.P. (Wells Fund XIII).
The registration statement of Wells Fund XIII was declared effective by the Securities and Exchange Commission (SEC) on March 29, 2001 for
the offer and sale to the public of up to 4,500,000 units of limited partnership interest at a price of $10.00 per unit.

As described in the �Prior Performance Summary,� Wells Capital and its affiliates have sponsored the following 14 public real estate programs
with substantially identical investment objectives as those of the Wells REIT:

  1.  Wells Real Estate Fund I (Wells Fund I),

  2.  Wells Real Estate Fund II (Wells Fund II),

  3.  Wells Real Estate Fund II-OW (Wells Fund II-OW),

  4.  Wells Real Estate Fund III, L.P. (Wells Fund III),
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  5.  Wells Real Estate Fund IV, L.P. (Wells Fund IV),

  6.  Wells Real Estate Fund V, L.P. (Wells Fund V),

  7.  Wells Real Estate Fund VI, L.P. (Wells Fund VI),

  8.  Wells Real Estate Fund VII, L.P. (Wells Fund VII),
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