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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
(Mark One)
p ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2007
or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 333-133652

GRUBB & ELLIS HEALTHCARE REIT, INC.
(Exact name of registrant as specified in its charter)

Maryland 20-4738467
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
1551 N. Tustin Avenue, Suite 300 92705
Santa Ana, California (Zip Code)

(Address of principal executive offices)
Registrant s telephone number, including area code: (714) 667-8252

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

Title of Each Class Name of Each Exchange on Which Registered
None None
Securities registered pursuant to Section 12(g) of the Act:

None
(Title of Class)

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

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Sections 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yesp Noo

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.

b

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of large accelerated filer , accelerated filer , and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated Accelerated filer o Non-accelerated filer p Smaller reporting
filer o company o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yeso Nob

As of June 20, 2007, the last business day of the registrant s most recently completed second fiscal quarter, there were
10,523,026 shares of common stock outstanding held by non-affiliates of the registrant. No established market exists
for the registrant s shares of common stock.

As of March 14, 2008, there were 26,440,418 shares of common stock of Grubb & Ellis Healthcare REIT, Inc.
outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
None
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PART 1
Item 1. Business.

The use of the words we, us or our refersto Grubb & Ellis Healthcare REIT, Inc. and its subsidiaries,
including Grubb & Ellis Healthcare REIT Holdings, L.P., except where the context otherwise requires.

OUR COMPANY

Grubb & Ellis Healthcare REIT, Inc. (formerly known as NNN Healthcare/Office REIT, Inc.), a Maryland
corporation, was incorporated on April 20, 2006. We were initially capitalized on April 28, 2006 and therefore we
consider that our date of inception. We provide stockholders the potential for income and growth through investment
in a diversified portfolio of real estate properties, focusing primarily on medical office buildings, healthcare-related
facilities and quality commercial office properties. We may also invest in real estate related securities. We focus
primarily on investments that produce current income. We intend to elect to be treated as a real estate investment trust,
or REIT, for federal income tax purposes for our taxable year ended December 31, 2007 when we file our fiscal year
2007 tax return.

We are conducting a best efforts initial public offering, or our Offering, in which we are offering up to
200,000,000 shares of our common stock for $10.00 per share and 21,052,632 shares of our common stock pursuant to
our distribution reinvestment plan, or the DRIP, at $9.50 per share, aggregating up to $2,200,000,000.

We conduct substantially all of our operations through Grubb & Ellis Healthcare REIT Holdings, L.P. (formerly
known as NNN Healthcare/Office REIT Holdings, L.P.), or our operating partnership. We are externally advised by
Grubb & Ellis Healthcare REIT Advisor, LLC (formerly known as NNN Healthcare/Office REIT Advisor, LLC) , or
our advisor, pursuant to an advisory agreement, or the Advisory Agreement, between us, our advisor and Grubb &
Ellis Realty Investors, LLC, or Grubb & Ellis Realty Investors (formerly known as Triple Net Properties, LLC), who
is the managing member of our advisor. The Advisory Agreement had a one-year term that expired on September 19,
2007 and was subject to successive one-year renewals upon the mutual consent of the parties. On September 18, 2007,
our board of directors extended the Advisory Agreement on a month-to-month basis. On October 24, 2007, our board
of directors authorized the renewal of our Advisory Agreement for a term of one year ending on October 24, 2008.
Our advisor supervises and manages our day-to-day operations and selects the properties and securities we acquire,
subject to the oversight by our board of directors. Our advisor also provides marketing, sales and client services on our
behalf. Our advisor is affiliated with us in that we and our advisor have common officers, some of whom also own an
indirect equity interest in our advisor. Our advisor engages affiliated entities, including Triple Net Properties Realty,
Inc., or Realty, to provide various services to us, including property management services.

On December 7, 2007, NNN Realty Advisors, Inc., or NNN Realty Advisors, which previously served as our sponsor,
merged with and into a wholly owned subsidiary of Grubb & Ellis Company, or Grubb & Ellis. The transaction was
structured as a reverse merger whereby stockholders of NNN Realty Advisors received shares of common stock of
Grubb & Ellis in exchange for their NNN Realty Advisors shares of common stock and, immediately following the
merger, former NNN Realty Advisor stockholders held approximately 59.5% of the common stock of Grubb & Ellis.
As a result of the merger, we consider Grubb & Ellis to be our sponsor. Following the merger, NNN
Healthcare/Office REIT, Inc., NNN Healthcare/Office REIT Holdings, L.P., NNN Healthcare/Office REIT Advisor,
LLC, NNN Healthcare/Office Management, LLC, Triple Net Properties, LLC and NNN Capital Corp. changed their
names to Grubb & Ellis Healthcare REIT, Inc., Grubb & Ellis Healthcare REIT Holdings, L.P., Grubb & Ellis
Healthcare REIT Advisor, LLC, Grubb & Ellis Healthcare Management, LLC, Grubb & Ellis Realty Investors, LLC
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Developments during 2007 and 2008

In February 2007, our board of directors increased our distribution rate from 6.50% to 7.25% per annum, to be
paid beginning with our February 2007 monthly distribution which was paid in March 2007. Distributions are
paid monthly.

On September 10, 2007, we entered into a loan agreement, or the Loan Agreement, with LaSalle National Bank
Association, or LaSalle, to obtain a secured revolving credit facility in an aggregate maximum principal
amount of $50,000,000, or the LaSalle line of credit. The initial term of the Loan Agreement is three years,
which may be extended by one 12-month period. The maximum principal amount of the Loan Agreement may
be increased to $120,000,000 subject to the terms of the Loan Agreement. On December 12, 2007, we entered
into a Modification of the Loan Agreement to increase the aggregate maximum principal amount available
under the LaSalle line of credit from $50,000,000 to $80,000,000 and to add KeyBank National Association, or
KeyBank, as a lender under the LaSalle line of credit, which we refer to as our secured revolving line of credit
with LaSalle and KeyBank.

As of December 31, 2007, we had acquired 20 properties, 15 of which are medical office buildings, three of
which are healthcare-related facilities, and two of which are quality commercial office properties, comprising
2,233,000 square feet of gross leaseable area, or GLA, for an aggregate purchase price of $408,440,000, in
12 states.

In 2008, we acquired five additional medical office buildings comprising 343,000 square feet of GLA, for an
aggregate purchase price of $70,800,000, in six states.

As of March 14, 2008, we had received and accepted subscriptions in our Offering for 25,933,558 shares of our
common stock, or $259,042,000, excluding shares issued under the DRIP.

3
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Our Structure

The following is a summary of our organizational structure as of December 31, 2007:

Our principal executive offices are located at 1551 N. Tustin Avenue, Suite 300, Santa Ana, California 92705 and the
telephone number is (714) 667-8252. Our sponsor maintains a web site at www.gbe-reits.com at which there is
additional information about us and our affiliates. The contents of that site are not incorporated by reference in, or
otherwise a part of, this filing. We make our periodic and current reports available at

4
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www.gbe-reits.com as soon as reasonably practicable after such materials are electronically filed with the Securities
and Exchange Commission, or the SEC. They are also available for printing by any stockholder upon request.

CURRENT INVESTMENT OBJECTIVES AND POLICIES
General
Our investment objectives are:
to pay regular cash distributions;
to preserve, protect and return our stockholders capital contributions; and
to realize growth in the value of our investments upon our ultimate sale of such investments.

We cannot assure our stockholders that we will attain these objectives or that our capital will not decrease. Our board
of directors may change our investment objectives if it determines it is advisable and in the best interests of our
stockholders.

Decisions relating to the purchase or sale of investments will be made by our advisor, subject to the oversight by our
board of directors. See Item 10. Directors, Executive Officers and Corporate Governance for a description of the
background and experience of our directors and officers as well as the officers of our advisor.

Business Strategies

We will continue to invest in a diversified portfolio of real estate, focusing primarily on investments that produce
current income. Our real estate investments focus on medical office buildings, healthcare-related facilities and quality
commercial office properties. We may also invest in real estate related securities. However, we do not presently intend
to invest more than 15.0% of our total assets in real estate related securities. Our real estate related securities
investments will generally focus on common and preferred stock of public or private real estate companies,
collateralized mortgage-backed securities, other forms of mortgage debt and certain other securities, including
collateralized debt obligations and foreign securities. We seek to maximize long-term stockholder value by generating
sustainable growth in cash flow and portfolio value. In order to achieve these objectives, we may invest using a
number of investment structures which may include direct acquisitions, joint ventures, leveraged investments, issuing
securities for property and direct and indirect investments in real estate. In order to maintain our exemption from
regulation as an investment company under the Investment Company Act of 1940, as amended, or the Investment
Company Act, we may be required to limit our investments in real estate related securities.

In addition, when and as determined appropriate by our advisor, the portfolio may also include properties in various
stages of development other than those producing current income. These stages would include, without limitation,
unimproved land, both with and without entitlements and permits, property to be redeveloped and repositioned, newly
constructed properties and properties in lease-up or other stabilization, all of which will have limited or no relevant
operating histories and no current income. Our advisor will make this determination based upon a variety of factors,
including the available risk adjusted returns for such properties when compared with other available properties, the
appropriate diversification of the portfolio, and our objectives of realizing both current income and capital
appreciation upon the ultimate sale of properties.

For each of our investments, regardless of property type, our advisor seeks to ensure that we invest in properties with
the following attributes:
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Quality. We seek to acquire properties that are suitable for their intended use with a quality of construction
that is capable of sustaining the property s investment potential for the long-term, assuming funding of
budgeted maintenance, repairs and capital improvements.

Location. We seek to acquire properties that are located in established or otherwise appropriate markets for
comparable properties, with access and visibility suitable to meet the needs of its occupants.
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Market; and Supply and Demand. We focus on local or regional markets which have potential for stable and
growing property level cash flow over the long-term. These determinations will be based in part on an
evaluation of local economic, demographic and regulatory factors affecting the property. For instance, we
will favor markets that indicate a growing population and employment base or markets that exhibit potential
limitations on additions to supply, such as barriers to new construction. Barriers to new construction include
lack of available land and stringent zoning restrictions. In addition, we will generally seek to limit our
investments in areas that have limited potential for growth.

Predictable Capital Needs. We seek to acquire properties where the future expected capital needs can be
reasonably projected in a manner that would allow us to meet our objectives of growth in cash flow and
preservation of capital and stability.

Cash Flow. We seek to acquire properties where the current and projected cash flow, including the potential
for appreciation in value, would allow us to meet our overall investment objectives. We will evaluate cash
flow as well as expected growth and the potential for appreciation.

We will not invest more than 10.0% of the offering proceeds available for investment in unimproved or non-income
producing properties or in other investments relating to unimproved or non-income producing property. A property:
(1) not acquired for the purpose of producing rental or other operating income; or (2) with no development or
construction in process or planned in good faith to commence within one year, will be considered unimproved or
non-income producing property for purposes of this limitation.

We are not limited as to the geographic area where we may acquire properties. We are not specifically limited in the
number or size of properties we may acquire or on the percentage of our assets that we may invest in a single property
or investment. The number and mix of properties we acquire will depend upon real estate and market conditions and
other circumstances existing at the time we are acquiring our properties and making our investments and the amount
of proceeds we raise in our Offering and potential future offerings.

Acquisition Strategies
Real Property Investments

We invest in a diversified portfolio of properties, focusing primarily on properties that produce current income. We
generally seek investments in medical office buildings, healthcare-related facilities and quality commercial office
properties.

Our advisor generally seeks to acquire properties on our behalf of the types described above that will best enable us to
meet out investment objectives, taking into account the diversification of our portfolio at the time, relevant real estate
and financial factors, the location, income-producing capacity and the prospects for long-range appreciation of a
particular property and other considerations. As a result, we may acquire properties other than the types described
above. In addition, we may acquire properties that vary from the parameters described above for a particular property

type.

The consideration to be paid for each real estate investment must be authorized by a majority of our directors or a duly
authorized committee of our board of directors, which is ordinarily based on the fair market value of the investment. If
the majority of our independent directors or a duly authorized committee of our board of directors so determines, or if
the investment is to be acquired from an affiliate, the fair market value determination will be supported by an

appraisal obtained from a qualified, independent appraiser selected by a majority of our independent directors.
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Our investments in real estate generally include our holding fee title or long-term leasehold interests. Our investments
may be made either directly through our operating partnership or indirectly through investments in joint ventures,
limited liability companies, general partnerships or other co-ownership arrangements with the developers of the
properties, affiliates of our advisor or other persons. See  Joint Venture Investments below.
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In addition, we may purchase properties and lease them back to the sellers of such properties. Our advisor will use its
best efforts to structure any such sale-leaseback transaction such that the lease will be characterized as a true lease and
so that we will be treated as the owner of the property for federal income tax purposes. However, no assurance can be
given that the Internal Revenue Service, or the IRS, will not challenge such characterization. In the event that any

such sale-leaseback transaction is re-characterized as a financing transaction for federal income tax purposes,

deductions for depreciation and cost recovery relating to such property would be disallowed or significantly reduced.

Our obligation to close a transaction involving the purchase of a real property asset is generally conditioned upon the
delivery and verification of certain documents from the seller or developer, including, where appropriate:

plans and specifications;

environmental reports (generally a minimum of a Phase I investigation);

building condition reports;

surveys;

evidence of marketable title subject to such liens and encumbrances as are acceptable to our advisor;

audited financial statements covering recent operations of real properties having operating histories
unless such statements are not required to be filed with the SEC and delivered to stockholders;

title insurance policies; and
liability insurance policies.

In determining whether to purchase a particular property, we may, in circumstances in which our advisor deems it
appropriate, obtain an option on such property, including land suitable for development. The amount paid for an
option, if any, is normally surrendered if the property is not purchased, and is normally credited against the purchase
price if the property is purchased. We may also enter into arrangements with the seller or developer of a property
whereby the seller or developer agrees that if, during a stated period, the property does not generate a specified cash
flow, the seller or developer will pay to us in cash a sum necessary to reach the specified cash flow level, subject in
some cases to negotiated dollar limitations.

We will not purchase or lease properties in which our sponsor, our advisor, our directors or any of their affiliates have
an interest without a determination by a majority of our disinterested directors and a majority of our disinterested
independent directors that such transaction is fair and reasonable to us and at a price to us no greater than the cost of
the property to the affiliated seller or lessor, unless there is substantial justification for the excess amount and the
excess amount is reasonable. In no event will we acquire any such property at an amount in excess of its current
appraised value as determined by an independent expert selected by our disinterested independent directors.

We intend to obtain adequate insurance coverage for all properties in which we invest. However, there are types of
losses, generally catastrophic in nature, for which we do not intend to obtain insurance unless we are required to do so
by mortgage lenders. See Risk Factors Risks Related to Investments in Real Estate  Uninsured losses relating to real

estate and lender requirements to obtain insurance may reduce stockholders returns.

Joint Venture Investments
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We may enter into joint ventures, general partnerships and other arrangements with one or more entities or
individuals, including real estate developers, operators, owners, investors and others, some of whom may be affiliates
of our advisor, for the purpose of acquiring real estate. Such joint ventures may be leveraged with debt financing or
unleveraged. We may enter into joint ventures to further diversify our investments or to access investments which
meet our investment criteria that would otherwise be unavailable to us. In
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determining whether to invest in a particular joint venture, our advisor will evaluate the real estate that such joint
venture will own or is being formed to own under the same criteria used in the selection of our other properties.
However, we will not participate in tenant-in-common syndications or transactions.

Joint ventures with unaffiliated third parties may be structured such that the investment made by us and the

co-venturer are on substantially different terms and conditions. For example, while we and a co-venturer may invest

an equal amount of capital in an investment, the investment may be structured such that we have a right to priority
distributions of cash flow up to a certain target return while the co-venturer may receive a disproportionately greater

share of cash flow than we are to receive once such target return has been achieved. This type of investment structure

may result in the co-venturer receiving more of the cash flow, including appreciation, of an investment than we would
receive. See Risk Factors Risks Associated with Joint Ventures We may structure our joint venture relationships in a
manner which may limit the amount we participate in the cash flow or appreciation of an investment.

We may only enter into joint ventures with other programs sponsored by Grubb & Ellis, or Grubb Ellis programs, or
affiliates of our advisor or any of our directors for the acquisition of properties if:

a majority of our directors, including a majority of the independent directors, approve the transaction as
being fair and reasonable to us; and

the investment by us and such affiliate are on substantially the same terms and conditions that are no less
favorable than those that would be available to unaffiliated third parties.

Our entering into joint ventures with our advisor or any of its affiliates will result in certain conflicts of interest.
Securities Investments

We may invest in the following types of real estate related securities: (1) equity securities such as the common stock,
preferred stock and convertible preferred securities of public or private real estate companies (including other REITs,
real estate operating companies and other real estate companies); (2) debt securities such as commercial
mortgage-backed securities, or CMBS, commercial mortgages, mortgage loan participations and debt securities issued
by other real estate companies; and (3) certain other types of securities that may help us reach our diversification and
other investment objectives. These other securities may include, but are not limited to, mezzanine loans, bridge loans,
various types of collateralized debt obligations and certain non-U.S. dollar denominated securities.

Our advisor has substantial discretion with respect to the selection of specific securities investments. Our charter
provides that we may not invest in equity securities unless a majority of the directors (including a majority of
independent directors) not otherwise interested in the transaction approve such investment as being fair, competitive
and commercially reasonable. Consistent with such requirements, in determining the types of real estate related
securities investments to make, our advisor will adhere to a board-approved asset allocation framework consisting
primarily of components such as (1) target mix of securities across a range of risk/reward characteristics, (2) exposure
limits to individual securities and (3) exposure limits to securities subclasses (such as common equities, mortgage debt
and foreign securities). Within this framework, our advisor will evaluate specific criteria for each prospective real
estate related securities investment including:

the position of the overall portfolio to achieve an optimal mix of real property and real estate related
securities investments;

diversification benefits relative to the rest of the securities assets within our portfolio;
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fundamental securities analysis;
quality and sustainability of underlying property cash flows;
broad assessment of macro economic data and regional property level supply and demand dynamics;
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potential for delivering high current income and attractive risk-adjusted total returns; and
additional factors considered important to meeting our investment objectives.

We are not specifically limited in the number or size of our real estate related securities investments, or on the
percentage of the net proceeds from our Offering that we may invest in a single real estate related security or pool of
real estate related securities. However, we do not presently intend to invest more than 15.0% of our total assets in
securities. The specific number and mix of real estate related securities in which we invest will depend upon real
estate market conditions, other circumstances existing at the time we are investing in our real estate related securities
and the amount of proceeds we raise in our Offering. We will not invest in securities of other issuers for the purpose
of exercising control and the first or second mortgages in which we intend to invest will likely not be insured by the
Federal Housing Administration or guaranteed by the Veterans Administration or otherwise guaranteed or insured.

Operating Strategies
Our primary operating strategy is to acquire suitable properties that meet our acquisition standards and to enhance the
performance and value of those properties through management strategies designed to address the needs of current and

prospective tenants. Our management strategies include:

aggressively leasing available space through targeted marketing augmented, where possible, by our advisor
and its affiliates local asset and property management offices;

controlling operating expenses through the centralization of asset and property management, leasing,
marketing, financing, accounting, renovation and data processing activities;

emphasizing regular maintenance and periodic renovation to meet the needs of tenants and to maximize
long-term returns; and

financing acquisitions and refinancing properties when favorable terms are available to increase cash flow.
Disposition Strategies
We intend to hold each property or real estate related securities investment we acquire for an extended period.
However, circumstances might arise which could result in a shortened holding period for certain investments. In
general, the holding period for securities assets is expected to be shorter than the holding period for real property

assets. An investment in a property or security may be sold before the end of the expected holding period if:

diversification benefits exist associated with disposing of the investment and rebalancing our investment
portfolio;

an opportunity arises to pursue a more attractive investment;
in the judgment of our advisor, the value of the investment might decline;
with respect to properties, a major tenant involuntarily liquidates or is in default under its lease;

the investment was acquired as part of a portfolio acquisition and does not meet our general acquisition
criteria;
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an opportunity exists to enhance overall investment returns by raising capital through sale of the
investment; or

in the judgment of our advisor, the sale of the investment is in our best interests.
The determination of whether a particular property or real estate related securities investment should be sold or
otherwise disposed of will be made after consideration of relevant factors, including prevailing economic conditions,
with a view towards maximizing our investment objectives. We cannot assure our stockholders that this objective will

be realized. The sales price of a property which is net leased will be
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determined in large part by the amount of rent payable under the lease(s) for such property. If a tenant has a
repurchase option at a formula price, we may be limited in realizing any appreciation. In connection with our sales of
properties we may lend the purchaser all or a portion of the purchase price. In these instances, our taxable income may
exceed the cash received in the sale. The terms of payment will be affected by custom in the area in which the
investment being sold is located and the then-prevailing economic conditions.

FINANCING POLICIES

We intend to use secured and unsecured debt as a means of providing additional funds for the acquisition of properties
and real estate related securities. Our ability to enhance our investment returns and to increase our diversification by
acquiring assets using additional funds provided through borrowing could be adversely effected if banks and other
lending institutions reduce the amount of funds available for the types of loans we seek. When interest rates are high
or financing is otherwise unavailable on a timely basis, we may purchase certain assets for cash with the intention of
obtaining debt financing at a later time.

We anticipate that aggregate borrowings, both secured and unsecured, will not exceed 60.0% of all of our properties
and our real estate related securities combined fair market values, as determined at the end of each calendar year
beginning with our first full year of operations. For these purposes, the fair market value of each asset will be equal to
the purchase price paid for the asset or, if the asset was appraised subsequent to the date of purchase, then the fair
market value will be equal to the value reported in the most recent independent appraisal of the asset. Our policies do
not limit the amount we may borrow with respect to any individual investment. As of December 31, 2007, our
aggregate borrowings were 58.2% of all of our properties and our real estate related securities combined fair market
values.

Our aggregate secured and unsecured borrowings will be reviewed by our board of directors at least quarterly. Our
charter precludes us from borrowing in excess of 300.0% of the value of our net assets. Net assets for purposes of this
calculation are defined as our total assets (other than intangibles), valued at cost prior to deducting depreciation,
reserves for bad debts and other non-cash reserves, less total liabilities. The preceding calculation is generally
expected to approximate 75.0% of the sum of (1) the aggregate cost of our properties before non-cash reserves and
depreciation and (2) the aggregate cost of our securities assets. However, we may temporarily borrow in excess of
these amounts if such excess is approved by a majority of our independent directors and disclosed to stockholders in
our next quarterly report, along with an explanation for such excess. In such event, we will review our debt levels at
that time and take action to reduce any such excess as soon as practicable.

In accordance with our charter, a majority of our directors, including a majority of our independent directors,
approved our leverage exceeding 300.0% of the value of our net assets in connection with our first four acquisitions of
real properties. Our board of directors determined that the excess leverage was justified because it enabled us to
purchase the properties during the initial stages of our Offering, thereby improving our ability to meet our goal of
acquiring a diversified portfolio of properties to generate current income for stockholders and preserve their capital.
As of December 31, 2007, our leverage did not exceed 300.0% of the value of our net assets.

By operating on a leveraged basis, we will have more funds available for our investments. This generally allows us to
make more investments than would otherwise be possible, potentially resulting in enhanced investment returns and a
more diversified portfolio. However, our use of leverage increases the risk of default on loan payments and the
resulting foreclosure of a particular asset. In addition, lenders may have recourse to assets other than those specifically
securing the repayment of the indebtedness.

Our advisor uses its best efforts to obtain financing on the most favorable terms available to us and will refinance
assets during the term of a loan only in limited circumstances, such as when a decline in interest rates makes it
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beneficial to prepay an existing loan, when an existing loan matures or if an attractive investment becomes available
and the proceeds from the refinancing can be used to purchase such investment. The benefits of the refinancing may
include an increased cash flow resulting from reduced debt service requirements, an increase in distributions from

proceeds of the refinancing, and an increase in diversification of assets owned if all or a portion of the refinancing
proceeds are reinvested.
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Our charter restricts us from borrowing money from any of our directors or from our advisor or its affiliates unless
such loan is approved by a majority of our directors (including a majority of the independent directors) not otherwise
interested in the transaction, as fair, competitive and commercially reasonable and no less favorable to us than
comparable loans between unaffiliated parties.

BOARD REVIEW OF OUR INVESTMENT OBJECTIVES AND POLICIES

Our independent directors have reviewed our policies outlined above and determined that they are in the best interest
of our stockholders because: (1) they increase the likelihood that we will be able to acquire a diversified portfolio of
income producing properties, thereby reducing risk in our portfolio; (2) there are sufficient property acquisition
opportunities with the attributes that we seek; (3) our executive officers, directors and affiliates of our advisor have
expertise with the type of real estate investments we seek; and (4) our borrowings have enabled us to purchase assets
and earn rental income more quickly, thereby increasing our likelihood of generating income for our stockholders and
preserving stockholder capital.

TAX STATUS

We have not yet qualified as a REIT. We intend to make the election to be taxed as a REIT, under Sections 856
through 860 of the Internal Revenue Code of 1986, as amended, or the Code, when we file our tax return for the
taxable year ended December 31, 2007. To qualify as a REIT, we must meet certain organizational and operational
requirements, including a requirement to distribute at least 90.0% of our ordinary taxable income to stockholders. As a
REIT, we generally will not be subject to federal income tax on taxable income that we distribute to our stockholders.
If we fail to qualify as a REIT in any taxable year, we will then be subject to federal income taxes on our taxable
income at regular corporate rates and will not be permitted to qualify for treatment as a REIT for federal income tax
purposes for four years following the year during which qualification is lost unless the IRS grants us relief under
certain statutory provisions. Such an event could have a material adverse effect on our net income and net cash
available for distribution to stockholders. Because of our intention to elect REIT status when we file our fiscal year
2007 tax return, we will not benefit from the net loss we incurred for the year ended December 31, 2006.

DISTRIBUTION POLICY

In order to qualify as a REIT, we are required to distribute at least 90.0% of our annual ordinary taxable income to our
stockholders. The amount of any cash distributions is determined by our board of directors and depends on the amount
of distributable funds, current and projected cash requirements, tax considerations, any limitations imposed by the
terms of indebtedness we may incur and other factors. If our investments produce sufficient cash flow, we expect to
pay distributions to our stockholders on a monthly basis. Because our cash available for distribution in any year may
be less than 90.0% of our taxable income for the year, we may be required to borrow money, use proceeds from the
issuance of securities or sell assets to pay out enough of our taxable income to satisfy the distribution requirement.

See Item 5. Market for Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities  Distributions for a further discussion on distribution rates approved by our board of directors.

COMPETITION

We compete with many other real estate investment entities, including financial institutions, institutional pension
funds, real estate developers, other REITS, other public and private real estate companies and private real estate
investors for the acquisition of medical office buildings, healthcare-related facilities and quality commercial office
properties. During the acquisitions process, we compete with others who have a comparative advantage in terms of
size, capitalization, depth of experience, local knowledge of the marketplace, and extended contacts throughout the
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region. Any combination of these factors may result in an increased purchase price for real properties or real estate
related securities which may reduce the number of opportunities available that meet our investment criteria. If the
number of opportunities that meet our investment criteria are limited, our ability to increase stockholder value may be
adversely impacted.
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We face competition in leasing available medical office buildings, healthcare-related facilities and quality commercial
office properties to prospective tenants. As a result, we may have to provide rent concessions, incur charges for tenant
improvements, offer other inducements, or we may be unable to timely lease vacant space, all of which may have an
adverse impact on our results of operations. At the time we elect to dispose of our properties, we will also be in
competition with sellers of similar properties to locate suitable purchasers.

Conlflicts of interest will exist to the extent that we may acquire properties in the same geographic areas where other
Grubb & Ellis programs own the same type of properties. In such a case, a conflict could arise in the leasing of our
properties in the event that we and another program managed by Grubb & Ellis or its affiliates were to compete for the
same tenants in negotiating leases, or a conflict could arise in connection with the resale of our properties in the event
that we and another program managed by Grubb & Ellis or its affiliates were to attempt to sell similar properties at the
same time.

In addition, our advisor will seek to reduce conflicts that may arise with respect to properties available for sale or rent
by making prospective purchasers or tenants aware of all such properties. However, these conflicts cannot be fully
avoided in that our advisor may establish differing compensation arrangements for employees at different properties
or differing terms for resales or leasing of the various properties.

GOVERNMENT REGULATIONS

Many laws and governmental regulations are applicable to our properties and changes in these laws and regulations,
or their interpretation by agencies and the courts, occur frequently.

Costs of Compliance with the Americans with Disabilities Act. Under the Americans with Disabilities Act of 1990, as
amended, or the ADA, all places of public accommodation are required to comply with federal requirements related to
access and use by disabled persons. Although we believe that we are in substantial compliance with present
requirements of the ADA, none of our properties have been audited, nor have investigations of our properties been
conducted to determine compliance. We may incur additional costs in connection with compliance with the ADA.
Additional federal, state and local laws also may require modifications to our properties or restrict our ability to
renovate our properties. We cannot predict the cost of compliance with the ADA or other legislation. We may incur
substantial costs to comply with the ADA or any other legislation.

Costs of Government Environmental Regulation and Private Litigation. Environmental laws and regulations hold us
liable for the costs of removal or remediation of certain hazardous or toxic substances which may be on our properties.
These laws could impose liability without regard to whether we are responsible for the presence or release of the
hazardous materials. Government investigations and remediation actions may have substantial costs and the presence
of hazardous substances on a property could result in personal injury or similar claims by private plaintiffs. Various
laws also impose liability on persons who arrange for the disposal or treatment of hazardous or toxic substances and
such person often must incur the cost of removal or remediation of hazardous substances at the disposal or treatment
facility. These laws often impose liability whether or not the person arranging for the disposal ever owned or operated
the disposal facility. As the owner and operator of our properties, we may be deemed to have arranged for the disposal
or treatment of hazardous or toxic substances.

Use of Hazardous Substances by Some of Our Tenants. Some of our tenants routinely handle hazardous substances
and wastes on our properties as part of their routine operations. Environmental laws and regulations subject these
tenants, and potentially us, to liability resulting from such activities. We require our tenants, in their leases, to comply
with these environmental laws and regulations and to indemnify us for any related liabilities. We are unaware of any
material noncompliance, liability or claim relating to hazardous or toxic substances or petroleum products in
connection with any of our properties.
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Other Federal, State and Local Regulations. Our properties are subject to various federal, state and local regulatory
requirements, such as state and local fire and life safety requirements. If we fail to comply with these various
requirements, we may incur governmental fines or private damage awards. While we believe that our properties are
currently in material compliance with all of these regulatory requirements, we do not know whether existing
requirements will change or whether future requirements will require us to make significant
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unanticipated expenditures that will adversely affect our ability to make distributions to our stockholders. We believe,
based in part on engineering reports which are generally obtained at the time we acquire the properties, that all of our
properties comply in all material respects with current regulations. However, if we were required to make significant
expenditures under applicable regulations, our financial condition, results of operations, cash flow and ability to
satisfy our debt service obligations and to pay distributions could be adversely affected.

SIGNIFICANT TENANTS

As of December 31, 2007, one of our tenants at our consolidated properties accounted for 10.0% or more of our
aggregate annual rental revenue, as follows:

Percentage of Lease
2007 Annual 2007 Annual GLA Expiration
Tenant Base Rent* Base Rent Property (Square Feet) Date
Institute for Senior Living of $ 4,095,000 11.2% East Florida 355,000 05/31/14
Florida Senior Care
Portfolio

* Annualized rental revenue is based on contractual base rent from leases in effect as of December 31, 2007. The loss
of this tenant or their inability to pay rent could have a material adverse effect on our business and results of
operations.

GEOGRAPHIC CONCENTRATION

As of December 31, 2007, we owned consolidated properties located in various states as follows:

Percentage of

State 2007 Annual 2007 Annual
(Property

Property Location) Base Rent * Base Rent
Thunderbird Medical Plaza AZ $ 1,868,000 5.1%
Tucson Medical Office Portfolio AZ 1,516,000 4.2
Arizona Sub-total 3,384,000 9.3
Commons V Medical Office Building FL 1,109,000 3.0
East Florida Senior Care Portfolio FL 4,095,000 11.2
Florida Sub-total 5,204,000 14.2
Yorktown Medical Center and Shakerag Medical
Center GA 2,405,000 6.6
Gwinnett Professional Center GA 1,136,000 3.1
Northmeadow Medical Center GA 1,144,000 3.1
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Georgia Sub-total 4,685,000 12.8
Southpointe Office Parke and Epler Parke 1 IN 1,257,000 3.5
Crawfordsville Medical Office Park and Athens
Surgery Center IN 578,000 1.6
Kokomo Medical Office Park IN 1,319,000 3.7
Indiana Sub-total 3,154,000 8.8
1 and 4 Market Exchange OH 1,698,000 4.7
Lima Medical Office Portfolio OH 1,917,000 5.3
Park Place Office Park OH 1,879,000 5.1
Ohio Sub-total 5,494,000 15.1
St. Mary Physicians Center CA 1,400,000 3.8
Highlands Ranch Medical Plaza CO 1,651,000 4.5
The Gallery Professional Building MN 986,000 2.7
Chesterfield Rehabilitation Center MO 2,962,000 8.1
2750 Monroe Boulevard PA 2,623,000 7.2
Lenox Office Park, Building G TN 2,134,000 5.9
Triumph Hospital Northwest and Triumph
Hospital Southwest TX 2,768,000 7.6
Total 36,445,000 100%
* Annualized rental revenue is based on contractual base rent from leases in effect as of December 31, 2007.
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EMPLOYEES

We have no employees and our executive officers are all employees of affiliates of our advisor. We cannot determine
at this time if or when we might hire any employees, although we do not anticipate hiring any employees for the next
twelve months. Our executive officers and key employees of affiliates of our advisor are compensated by affiliates of
our advisor and will not receive any compensation from us for their services. However, our executive officers and key
employees of affiliates of our advisor will be eligible for awards under our 2006 Incentive Plan. As of December 31,
2007, no awards had been granted to our executive officers or our advisor s key employees under this plan.

FINANCIAL INFORMATION ABOUT INDUSTRY SEGMENTS

We internally evaluate all of our properties and interests therein as one industry segment and, accordingly, we do not
report segment information.

Item 1A. Risk Factors.
Investment Risks

There is currently no public market for shares of our common stock. Therefore, it will be difficult for our
stockholders to sell their shares and, if our stockholders are able to sell their shares, our stockholders will likely sell
them at a substantial discount.

There currently is no public market for shares of our common stock. We do not expect a public market for our stock to
develop prior to the listing of our shares on a national securities exchange, which we do not expect to occur in the near
future and which may not occur at all. Additionally, our charter contains restrictions on the ownership and transfer of
our shares, and these restrictions may inhibit our stockholders ability to sell their shares. We have adopted a share
repurchase plan, but it is limited in terms of the amount of shares that may be repurchased annually. Our board of
directors may also limit, suspend, terminate or amend our share repurchase plan upon 30 days notice. Therefore, it
will be difficult for our stockholders to sell their shares promptly or at all. If our stockholders are able to sell their
shares, our stockholders may only be able to sell them at a substantial discount from the price our stockholders paid.
This may be the result, in part, of the fact that, at the time we make our investments, the amount of funds available for
investment will be reduced by up to 11.5% of the gross offering proceeds, which will be used to pay selling
commissions, the marketing support fee, due diligence expense reimbursements and organizational and offering
expenses. We will also be required to use gross offering proceeds to pay acquisition fees, advisory fees and
acquisition expenses. Unless our aggregate investments increase in value to compensate for these up front fees and
expenses, which may not occur, it is unlikely that our stockholders will be able to sell their shares, whether pursuant to
our share repurchase plan or otherwise, without incurring a substantial loss. We cannot assure our stockholders that
their shares will ever appreciate in value to equal the price they paid for our shares. Thus, stockholders should
consider their purchase of shares of our common stock as illiquid and a long-term investment, and be prepared to hold
their shares for an indefinite length of time.

As of March 25, 2008, we have purchased 25 properties and have only identified two additional properties to
acquire with the net proceeds we will receive from the future equity raise and stockholders are therefore unable to
evaluate the economic merits of most of our future investments prior to purchasing shares of our common stock.

As of March 25, 2008, we have purchased 25 properties with the net proceeds from our Offering. As of March 25,

2008, we have only identified two additional potential properties to acquire with the net proceeds we will receive from
our Offering. Other than these 27 properties, our stockholders are unable to evaluate the manner in which the net
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proceeds are invested and the economic merits of our future investments prior to purchasing shares of our common
stock. Additionally, our stockholders do not have the opportunity to evaluate
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the transaction terms or other financial or operational data concerning other investment properties or real estate related
securities.

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

Our stockholders must rely on our advisor, to evaluate our investment opportunities, and our advisor may not be able
to achieve our investment objectives, may make unwise decisions or may make decisions that are not in our best
interest because of conflicts of interest. Further, we cannot assure our stockholders that acquisitions of real estate or
real estate related securities made using the proceeds of our Offering will produce a return on our investment or will
generate cash flow to enable us to make distributions to our stockholders.

We face increasing competition for the acquisition of medical office buildings and other healthcare-related
facilities, which may impede our ability to make future acquisitions or may increase the cost of these acquisitions.

We compete with many other entities engaged in real estate investment activities for acquisitions of medical office
buildings and healthcare-related facilities, including national, regional and local operators, acquirers and developers of
healthcare real estate properties. The competition for healthcare real estate properties may significantly increase the
price we must pay for medical office buildings and healthcare-related facilities or other assets we seek to acquire and
our competitors may succeed in acquiring those properties or assets themselves. In addition, our potential acquisition
targets may find our competitors to be more attractive because they may have greater resources, may be willing to pay
more for the properties or may have a more compatible operating philosophy. In particular, larger healthcare real
estate REITs may enjoy significant competitive advantages that result from, among other things, a lower cost of
capital and enhanced operating efficiencies. In addition, the number of entities and the amount of funds competing for
suitable investment properties may increase. This competition will result in increased demand for these assets and
therefore increased prices paid for them. Because of an increased interest in single-property acquisitions among
tax-motivated individual purchasers, we may pay higher prices if we purchase single properties in comparison with
portfolio acquisitions. If we pay higher prices for medical office buildings, healthcare-related facilities and quality
commercial office properties, our business, financial condition and results of operations and our ability to make
distributions to our stockholders may be materially and adversely affected.

Our stockholders may be unable to sell their shares because their ability to have their shares repurchased pursuant
to our share repurchase plan is subject to significant restrictions and limitations.

Even though our share repurchase plan may provide our stockholders with a limited opportunity to sell their shares to
us after they have held them for a period of one year or in the event of death or disability, our stockholders should be
fully aware that our share repurchase plan contains significant restrictions and limitations. Further, our board of
directors may limit, suspend, terminate or amend any provision of the share repurchase plan upon 30 days notice.
Repurchase of shares, when requested, will generally be made quarterly. Repurchases will be limited to (1) those that
could be funded from the net proceeds from the sale of shares under the DRIP in the prior 12 months, and (2) 5.0% of
the weighted average number of shares outstanding during the prior calendar year. In addition, our stockholders must
present at least 25.0% of their shares for repurchase, and until three years following our Offering, repurchases will be
made for less than they paid for their shares. Therefore, in making a decision to purchase shares of our common stock,
our stockholders should not assume that they will be able to sell any of their shares back to us pursuant to our share
repurchase plan at any particular time or at all.

We are conducting a best efforts offering and if we are unable to raise substantial funds, we will be limited in the
number and type of investments we may make, which will result in a less diversified portfolio.
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Our Offering is being made on a best efforts basis, whereby Grubb & Ellis Securities, Inc., or Grubb & Ellis
Securities, or our dealer manager, and the broker-dealers participating in our Offering are only required to use their
best efforts to sell our shares and have no firm commitment or obligation to purchase any of the
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shares. If we are unable to raise significant proceeds under our Offering, we will have limited diversification in terms
of the number of investments owned, the geographic regions in which our investments are located and the types of
investments that we make. Our stockholders investment in our shares will be subject to greater risk to the extent that
we lack a diversified portfolio of investments. In such event, the likelihood of our profitability being affected by the
poor performance of any single investment will increase.

Our Offering is a fixed price offering and the fixed offering price may not accurately represent the current value of
our assets at any particular time. Therefore, the purchase price our stockholders paid for shares of our common
stock may be higher than the value of our assets per share of our common stock at the time of their purchase.

Our Offering is a fixed price offering, which means that our Offering price for shares of our common stock is fixed
and will not vary based on the underlying value of our assets at any time. Our board of directors arbitrarily determined
our Offering price in its sole discretion. The fixed offering price for shares of our common stock has not been based
on appraisals for any assets we may own nor do we intend to obtain such appraisals. Therefore, the fixed offering
price established for shares of our common stock may not accurately represent the current value of our assets per share
of our common stock at any particular time and may be higher or lower than the actual value of our assets per share at
such time.

Payments to our advisor related to its subordinated participation interest in our operating partnership will reduce
cash available for distribution to stockholders.

Our advisor holds a subordinated participation interest in our operating partnership, pursuant to which it may be
entitled to receive a distribution upon the occurrence of certain events, namely upon dispositions of our assets, the
termination or non-renewal of the Advisory Agreement, other than for cause, or the listing of our common stock on a
national securities exchange. The distribution payable to our advisor will equal 15.0% of the net proceeds from the
sales of properties only after we have made distributions to our stockholders of the total amount raised from our
stockholders (less amounts paid to repurchase shares through our share repurchase plan) plus an annual 8.0%
cumulative, non-compounded return on average invested capital. Any distributions to our advisor by our operating
partnership upon dispositions of our assets and such other events will reduce cash available for distribution to our
stockholders.

We presently intend to effect a liquidity event by September 2013, within seven years from the date of our Offering
prospectus; however, there can be no assurance that we will effect a liquidity event within such time or at all; if we
do not effect a liquidity event, it will be very difficult for our stockholders to have liquidity for their investment in
shares of our common stock.

On a limited basis, our stockholders may be able to sell their shares through our share repurchase plan. However, in
the future we may also consider various forms of liquidity events, including but not limited to (1) listing of shares of
our common stock on a national securities exchange; (2) our sale or merger in a transaction that provides our
stockholders with a combination of cash and/or exchange securities of a publicly traded company; and (3) the sale of
all or substantially all of our real property for cash or other consideration. We presently intend to effect a liquidity
event by September 20, 2013, which is seven years from the effective date of our Offering prospectus. However, we
cannot assure our stockholders that we will effect a liquidity event within such time or at all. If we do not effect a
liquidity event, it will be very difficult for our stockholders to have liquidity for their investment in shares of our
common stock other than limited liquidity through our share repurchase plan.

Because a portion of the offering price from the sale of shares will be used to pay expenses and fees, the full offering

price paid by our stockholders will not be invested in real estate investments. As a result, our stockholders will only
receive a full return of their invested capital if we either (1) sell our assets or our company for a sufficient amount in
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common stock on a national securities exchange is substantially in excess of the original purchase price of our assets.
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Risks Relating to Our Business

We have limited prior operating history and there is no assurance that we will be able to successfully achieve our
investment objectives.

We have limited prior operating history and we may not be able to achieve our investment objectives. As a result, an
investment in shares of our common stock may entail more risks than the shares of our common stock of a REIT with
a substantial operating history.

We may suffer from delays in locating suitable investments, which could reduce our ability to make distributions to
our stockholders and reduce their return on their investment.

As of March 25, 2008, we have purchased 25 properties and have identified two additional property acquisitions.
There may be a substantial period of time before the proceeds of our Offering are invested in suitable investments.
Because we are conducting our Offering on a best efforts basis over time, our ability to commit to purchase specific
assets will also depend, in part, on the amount of proceeds we have received at a given time. If we are delayed or
unable to find any additional suitable investments, we may not be able to achieve our investment objectives or make
distributions to our stockholders.

The availability and timing of cash distributions to our stockholders is uncertain.

We expect to make monthly distributions to our stockholders. However, we bear all expenses incurred in our
operations, which are deducted from cash funds generated by operations prior to computing the amount of cash
distributions 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 our stockholders that sufficient cash will be available to make
distributions to them or that the amount of distributions will increase over time. Should we fail for any reason to
distribute at least 90.0% of our REIT taxable income, we would not qualify for the favorable tax treatment accorded to
REITs.

We may not have sufficient cash available from operations to pay distributions, and, therefore, distributions may
include a return of capital.

Distributions payable to stockholders may include a return of capital, rather than a return on capital. We intend to pay
regular cash distributions to stockholders, typically on a monthly basis. The actual amount and timing of distributions
will be determined by our board of directors in its discretion and typically will depend on the amount of funds
available for distribution, which will depend on items such as current and projected cash requirements and tax
considerations. As a result, our distribution rate and payment frequency may vary from time to time. During the early
stages of our operations, we may not have sufficient cash available from operations to pay distributions. Therefore, we
may need to use proceeds from our Offering or borrow funds to make cash distributions in order to maintain our status
as a REIT, which may reduce the amount of proceeds available for investment and operations or cause us to incur
additional interest expense as a result of borrowed funds. Further, if the aggregate amount of cash distributed in any
given year exceeds the amount of our REIT taxable income generated during the year, the excess amount will be
deemed a return of capital.

We may not have sufficient cash available from operations to pay distributions, and, therefore, distributions may be
paid with offering proceeds or borrowed funds.

The amount of the distributions to our stockholders is determined by our board of directors and is dependent on a
number of factors, including funds available for payment of distributions, our financial condition, capital expenditure
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requirements and annual distribution requirements needed to maintain our status as a REIT. On February 14, 2007,
our board of directors approved a 7.25% per annum distribution to be paid to stockholders beginning with our
February 2007 monthly distribution which was paid in March 2007. For the year ended December 31, 2007, we paid
distributions of $5,996,000 from cash flow from operations of $7,005,000 for the period. The distributions paid in
excess of our cash flow from operations was paid using proceeds from our Offering. As of December 31, 2007, we
had an amount payable of $1,241,000 to our advisor and its affiliates for operating expenses, on-site personnel and
engineering payroll, lease commissions
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and asset and property management fees, which will be paid from cash flow from operations in the future as they
become due and payable by us in the ordinary course of business consistent with our past practice.

Our advisor and its affiliates have no obligations to defer or forgive amounts due to them. As of December 31, 2007,
no amounts due to our advisor or its affiliates have been deferred or forgiven. In the future, if our advisor or its
affiliates do not defer or forgive amounts due to them and our cash flow from operations is less than the distributions
to be paid, we would be required to pay our distributions, or a portion thereof, with proceeds from our Offering or
borrowed funds. As a result, the amount of proceeds available for investment and operations would be reduced, or we
may incur additional interest expense as a result of borrowed funds.

In addition, for the year ended December 31, 2007, our funds from operations, or FFO, was $2,124,000. We paid the
$3,872,000 of distributions in excess of FFO with proceeds from our Offering.

We are uncertain of our sources of debt or equity for funding our future capital needs. If we cannot obtain funding
on acceptable terms, our ability to make necessary capital improvements to our properties may be impaired or
delayed.

The gross proceeds of our Offering will be used to buy a diversified portfolio of real estate and real estate related
securities and to pay various fees and expenses. In addition, to qualify as a REIT, we generally must distribute to our
stockholders at least 90.0% of our taxable income each year, excluding capital gains. Because of this distribution
requirement, it is not likely that we will be able to fund a significant portion of our future capital needs from retained
earnings. We have not identified any sources of debt or equity for future funding, and such sources of funding may not
be available to us on favorable terms or at all. If we do not have access to sufficient funding in the future, we may not
be able to make necessary capital improvements to our properties, pay other expenses or expand our business.

The recent downturn in the credit markets has increased the cost of borrowing and has made financing difficult to
obtain, each of which may have a material adverse effect on our results of operations and business.

Recent events in the financial markets have had an adverse impact on the credit markets and, as a result, the
availability of credit has become more expensive and difficult to obtain. Some lenders are imposing more stringent
restrictions on the terms of credit and there may be a general reduction in the amount of credit available in the markets
in which we conduct business. The negative impact on the tightening of the credit markets may have a material
adverse effect on us resulting from, but not limited to, an inability to finance the acquisition of properties on favorable
terms, if at all, increased financing costs or financing with increasingly restrictive covenants.

The negative impact of the recent adverse changes in the credit markets on the real estate sector generally or our
inability to obtain financing on favorable terms, if at all, may have a material adverse effect on our results of
operations and business.

We may structure acquisitions of property in exchange for limited partnership units in our operating partnership
on terms that could limit our liquidity or our flexibility.

We may acquire properties by issuing limited partnership units in our operating partnership in exchange for a property
owner contributing property to the partnership. If we enter into such transactions, in order to induce the contributors of
such properties to accept units in our operating partnership, rather than cash, in exchange for their properties, it may
be necessary for us to provide them additional incentives. For instance, our operating partnership s limited partnership
agreement provides that any holder of units may exchange limited partnership units on a one-for-one basis for shares
of our common stock, or, at our option, cash equal to the value of an equivalent number of our shares. We may,
however, enter into additional contractual arrangements with contributors of property under which we would agree to
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the contributor required us to repurchase units for cash pursuant to such a provision, it would limit our liquidity and
thus our ability to
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use cash to make other investments, satisfy other obligations or to make distributions to our stockholders. Moreover, if
we were required to repurchase units for cash at a time when we did not have sufficient cash to fund the repurchase,
we might be required to sell one or more properties to raise funds to satisfy this obligation. Furthermore, we might
agree that if distributions the contributor received as a limited partner in our operating partnership did not provide the
contributor with a defined return, then upon redemption of the contributor s units we would pay the contributor an
additional amount necessary to achieve that return. Such a provision could further negatively impact our liquidity and
flexibility. Finally, in order to allow a contributor of a property to defer taxable gain on the contribution of property to
our operating partnership, we might agree not to sell a contributed property for a defined period of time or until the
contributor exchanged the contributor s units for cash or shares. Such an agreement would prevent us from selling
those properties, even if market conditions made such a sale favorable to us.

Our success is dependent on the performance of our advisor.

Our ability to achieve our investment objectives and to pay distributions is dependent upon the performance of our
advisor in identifying and advising on the acquisition of investments, the determination of any financing
arrangements, the asset management of our investments and operation of our day-to-day activities. Our stockholders
have no opportunity to evaluate the terms of transactions or other economic or financial data concerning our
investments that are not described in our Offering prospectus or other periodic filings made with the SEC. We rely
entirely on the management ability of our advisor, subject to the oversight of our board of directors. If our advisor
suffers or is distracted by adverse financial or operational problems in connection with its operations unrelated to us,
our advisor may be unable to allocate time and/or resources to our operations. If our advisor is unable to allocate
sufficient resources to oversee and perform our operations for any reason, we may be unable to achieve our
investment objectives or to pay distributions to our stockholders. In addition, our success depends to a significant
degree upon the continued contributions of our advisor s officers and certain of the officers of our sponsor, who will
manage our advisor, including Scott D. Peters and Andrea R. Biller, each of whom would be difficult to replace. We
do not have key man life insurance on any of our sponsor s key personnel. If our advisor or our sponsor were to lose
the benefit of the experience, efforts and abilities of one or more of these individuals, our operating results could
suffer.

Our results of operations, our ability to pay distributions to our stockholders and our ability to dispose of our
investments are subject to general economic and regulatory factors we cannot control or predict.

Our results of operations are subject to the risks of a national economic slowdown or disruption, other changes in
national or local economic conditions or changes in tax, real estate, environmental or zoning laws. The following

factors may affect income from our properties, our ability to dispose of properties, and yields from our properties:

poor economic times may result in defaults by tenants of our properties and borrowers. We may also be
required to provide rent concessions or reduced rental rates to maintain or increase occupancy levels;

job transfers and layoffs may cause vacancies to increase and a lack of future population and job growth may
make it difficult to maintain or increase occupancy levels;

increases in supply of competing properties or decreases in demand for our properties may impact our ability to
maintain or increase occupancy levels;

changes in interest rates and availability of debt financing could render the sale of properties difficult or
unattractive;

periods of high interest rates may reduce cash flow from leveraged properties; and
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increased insurance premiums, real estate taxes or energy or other expenses may reduce funds available for
distribution or, to the extent such increases are passed through to tenants, may lead to tenant defaults. Also, any
such increased expenses may make it difficult to increase rents to tenants on turnover, which may limit our
ability to increase our returns.
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Some or all of the foregoing factors may affect the returns we receive from our investments, our results of operations,
our ability to pay distributions to our stockholders or our ability to dispose of our investments.

Our advisor and its affiliates have no obligation to defer or forgive fees or loans or advance any funds to us, which
could reduce our ability to make investments or pay distributions.

In the past, our sponsor, or its affiliates have, in certain circumstances, deferred or forgiven fees and loans payable by
programs sponsored or managed by our sponsor. Our advisor and its affiliates, including our sponsor, have no
obligation to defer or forgive fees owed by us to our advisor or its affiliates or to advance any funds to us. As a result,
we may have less cash available to make investments or pay distributions.

The ongoing SEC investigation of Triple Net Properties, LLC could adversely impact our advisor s ability to
perform its duties to us.

On September 16, 2004, Triple Net Properties, LLC learned that the SEC Los Angeles Enforcement Division, or the

SEC Staff, is conducting an investigation referred to as In the matter of Triple Net Properties, LLC. The SEC Staff has
requested information from Triple Net Properties, LLC relating to disclosure in certain public and private securities
offerings sponsored by Triple Net Properties, LLC and its affiliates during 1998 through 2004, or the Triple Net
securities offerings. The SEC Staff also has requested information from NNN Capital Corp., the dealer manager for

the Triple Net securities offerings and the dealer manager for our Offering. The SEC Staff has requested financial and
other information regarding the Triple Net securities offerings and the disclosures included in the related offering
documents from each of Triple Net Properties and NNN Capital Corp.

Triple Net Properties and NNN Capital Corp., are engaged in settlement negotiations with the SEC staff regarding this
matter. The settlement negotiations are continuing, and any settlement negotiated with the SEC staff must be approved
by the Commissioners. Since the matter is not concluded, it remains subject to risk that the SEC Staff may seek
additional remedies, including substantial fines and injunctive relief that, if obtained, could materially adversely affect
our advisor s ability to conduct our Offering. Additionally, any resolution of this matter that reflects negatively on the
reputation of Triple Net Properties or NNN Capital Corp., could materially and adversely affect the willingness of
potential investors to invest in our Offering. The matters that are subject of this investigation could also give rise to
claims against Triple Net Properties by investors in its programs. As this time, Triple Net Properties cannot assess the
outcome of the investigation by the SEC. The SEC investigation could adversely impact our advisor s ability to
perform its duties to us, because our advisor is controlled by Triple Net Properties.

Risks Related to Conflicts of Interest

We will be subject to conflicts of interest arising out of relationships among us, our officers, our advisor and its
affiliates, including the material conflicts discussed below. The Conflicts of Interest section of our Offering prospectus
provides a more detailed discussion of these conflicts of interest.

We will compete with our sponsor s other programs for investment opportunities. As a result, our advisor may not
cause us to invest in favorable investment opportunities, which may reduce our returns on our investments.

Our sponsor, Grubb & Ellis, or its affiliates have sponsored existing programs with investment objectives and
strategies similar to ours, and may sponsor other similar programs in the future. As a result, we may be buying
properties at the same time as one or more of our sponsor s other programs managed or advised by affiliates of our
advisor. Officers and employees of our advisor may face conflicts of interest in allocating investment opportunities
between us and these other programs. For instance, our advisor may select properties for us that provide lower returns
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to us than properties that its affiliates select to be purchased by another one of our sponsor s program. We cannot be
sure that officers and employees acting for or on behalf of our advisor and on behalf of managers of our sponsor s
other programs will act in our best interests when deciding whether to allocate any particular investment to us. We are
subject to the risk that as a result of the conflicts
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of interest between us, our advisor and other entities or programs managed by its affiliates, our advisor may not cause
us to invest in favorable investment opportunities that our advisor locates when it would be in our best interest to
make such investments. As a result, we may invest in less favorable investments, which may reduce our returns on our
investments and ability to pay distributions.

The conflicts of interest faced by our officers and our non-independent director may cause us not to be managed
solely in the best interests of our stockholders, which may adversely affect our results of operations and the value
of their investment.

Some of our officers and our non-independent director are officers of our advisor, Grubb & Ellis Realty Investors,
which manages our advisor, our sponsor and other affiliated entities which will receive fees in connection with our
Offering and operations. Scott D. Peters is our chief executive officer, president and chairman of the board and also
serves as the chief executive officer of our advisor, the chief executive officer, president and a director of our sponsor,
chief executive officer of Grubb & Ellis Realty Investors and the chief executive officer, president and chairman of
the board of NNN Realty Advisors. As of December 31, 2007, Mr. Peters owns approximately 2.0% of Grubb & Ellis
outstanding common stock and he has de minimis ownership in several other programs of our sponsor. Shannon K S
Johnson is our chief financial officer and also serves as a financial reporting manager of Grubb & Ellis Realty
Investors. Ms. Johnson has de minimis equity ownership in our sponsor and no equity ownership in any of our

sponsor s other programs. Andrea R. Biller is our executive vice president and secretary and also serves as the
executive vice president of our advisor, the general counsel and executive vice president of Grubb & FEllis Realty
Investors, the general counsel, executive vice president and secretary of our sponsor and the general counsel,

executive vice president, secretary and a director of NNN Realty Advisors. Ms. Biller owns less than 1.0% of our
sponsor s outstanding common stock and she has de minimis ownership in several of our sponsor s other programs.
Danny Prosky is our vice president acquisitions and also serves as the managing director Health Care Properties of
Grubb & Ellis Realty Investors. Mr. Prosky has de minimus equity ownership in our sponsor, no equity ownership in
other programs of our sponsor, and 3,000 shares of our common stock. In addition, each of Mr. Peters, Ms. Johnson,
Ms. Biller and Mr. Prosky holds options to purchase a de minimis amount of our sponsor s outstanding common stock.
As of December 31, 2007, each of Mr. Peters and Ms. Biller own 18.0% membership interests in Grubb & Ellis
Healthcare Management, LLC, which owns 25.0% of the membership interest of our advisor.

Some of the other programs of our sponsor in which our officers and non-independent director have invested and to
which they provide services, have investment objectives similar to our investment objectives. These individuals have
legal and fiduciary obligations to these entities which are similar to those they owe to us and our stockholders. As a
result, they may have conflicts of interest in allocating their time and resources between our business and these other
activities. During times of intense activity in other programs, the time they devote to our business may decline and be
less than we require. If our officers and non-independent director, for any reason, are not able to provide sufficient
resources to manage our business, our business will suffer and this may adversely affect our results of operations and
the value of our stockholders investments.

If we enter into joint ventures with affiliates, we may face conflicts of interest or disagreements with our joint
venture partners that will not be resolved as quickly or on terms as advantageous to us as would be the case if the
joint venture had been negotiated at arm s length with an independent joint venture partner.

In the event that we enter into a joint venture with any other program sponsored or advised by our sponsor or one of
its affiliates, we may face certain additional risks and potential conflicts of interest. For example, securities issued by
the other programs sponsored by Grubb & Ellis may never have an active trading market. Therefore, if we were to
become listed on a national securities exchange, we may no longer have similar goals and objectives with respect to
the resale of properties in the future. Joint ventures between us and other Grubb & FEllis programs will not have the
benefit of arm s length negotiation of the type normally conducted between unrelated co-venturers. Under these joint
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pertaining to the joint venture, including the timing of a liquidation, which might have a negative impact on the joint
venture and decrease returns to our stockholders.

Our advisor will face conflicts of interest relating to its compensation structure, which could result in actions that
are not necessarily in the long-term best interests of our stockholders.

Under the Advisory Agreement between us, our operating partnership, our advisor and Grubb & Ellis Realty Investors
and pursuant to the subordinated participation interest our advisor holds in our operating partnership, our advisor is
entitled to fees and distributions that are structured in a manner intended to provide incentives to our advisor to
perform in our best interests and in the best interests of our stockholders. The fees our advisor is entitled to include,
acquisition fees, asset management fees, property management fees and disposition fees. The distributions our advisor
may become entitled to receive would be payable upon distribution of net sales proceeds to our stockholders, the
listing of our shares or the termination of the Advisory Agreement, other than for cause. However, because our
advisor does not maintain a significant equity interest in us and is entitled to receive substantial minimum
compensation regardless of performance, our advisor s interests are not wholly aligned with those of our stockholders.
In that regard, our advisor receives an asset management fee with respect to the ongoing operation and management of
properties based on the amount of our initial investment and not the performance of those investments, which could
result in our advisor not having adequate incentive to manage our portfolio to provide profitable operations during the
period we hold our investments. On the other hand, our advisor could be motivated to recommend riskier or more
speculative investments in order to increase the fees payable to our advisor or for us to generate the specified levels of
performance or net sales proceeds that would entitle our advisor to fees or distributions.

The distribution payable to our advisor upon termination of the Advisory Agreement may influence decisions about
terminating our advisor or our acquisition or disposition of investments.

Our advisor s entitlement to fees upon the sale of our assets and to participate in net sales proceeds could result in our
advisor recommending sales of our investments at the earliest possible time at which sales of investments would
produce the level of return which would entitle our advisor to compensation relating to such sales, even if continued
ownership of those investments might be in the best long-term interest of our stockholders. The subordinated
participation interest may require our operating partnership to make a distribution to our advisor upon termination of
the Advisory Agreement, other than for cause, if our advisor meets the performance thresholds included in our
operating partnership s limited partnership agreement. This distribution will not be paid if we terminate the Advisory
Agreement after the listing of our shares. To avoid making this distribution, our independent directors may decide
against terminating the Advisory Agreement prior to our listing of our shares even if, but for the requirement to make
this distribution, termination of the Advisory Agreement would be in the best interest of our stockholders. In addition,
the requirement to make this distribution could cause our independent directors to make different investment or
disposition decisions than they would otherwise make, in order to satisfy our obligation to the terminated advisor.

We have and may continue to acquire assets from, or dispose of assets to, affiliates of our advisor, which could
result in us entering into transactions on less favorable terms than we would receive from a third party or that
negatively affect the public s perception of us.

We may acquire assets from affiliates of our advisor. Further, we may also dispose of assets to affiliates of our
advisor. Affiliates of our advisor may make substantial profits in connection with such transactions and may owe
fiduciary and/or other duties to the selling or purchasing entity in these transactions, and conflicts of interest between
us and the selling or purchasing entities could exist in such transactions. Because our independent directors would rely
on our advisor in identifying and evaluating any such transaction, these conflicts could result in transactions based on
terms that are less favorable to us than we would receive from a third party. Also, the existence of conflicts, regardless
of how they are resolved, might negatively affect the public s perception of us.
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The fees we pay our advisor under the Advisory Agreement and the distributions payable to our advisor under our
operating partnership agreement were not determined on an arm s-length basis and therefore may not be on the
same terms as those we could negotiate with an unrelated party.

Our independent directors relied on information and recommendations provided by our advisor to determine the fees
and distributions payable to our advisor and its affiliates under the Advisory Agreement and pursuant to the
subordinated participation interest in our operating partnership. As a result, these fees and distributions cannot be
viewed as having been determined on an arm s-length basis and we cannot assure our stockholders that an unaffiliated
party would not be willing and able to provide to us the same services at a lower price.

Risks Associated with Our Organizational Structure

We may issue preferred stock or other classes of common stock, which issuance could adversely affect the holders
of our common stock issued pursuant to our Offering.

Our stockholders do not have preemptive rights to any shares issued by us in the future. We may issue, without
stockholder approval, preferred stock or other classes of common stock with rights that could dilute the value of our
stockholder shares of our common stock. Our charter authorizes us to issue 1,200,000,000 shares of capital stock, of
which 1,000,000,000 shares of capital stock are designated as common stock and 200,000,000 shares of capital stock
are designated as preferred stock. Our board of directors may increase the aggregate number of authorized shares of
capital stock or the number of authorized shares of capital stock of any class or series without stockholder approval. If
we ever created and issued preferred stock with a distribution preference over our common stock, payment of any
distribution preferences of outstanding preferred stock would reduce the amount of funds available for the payment of
distributions on our common stock. Further, holders of preferred stock are normally entitled to receive a preference
payment in the event we liquidate, dissolve or wind up before any payment is made to our common stockholders,
likely reducing the amount our common stockholders would otherwise receive upon such an occurrence. In addition,
under certain circumstances, the issuance of preferred stock or a separate class or series of common stock may render
more difficult or tend to discourage:

a merger, tender offer or proxy contest;
assumption of control by a holder of large block of our securities; or
removal of incumbent management.

The limit on the percentage of shares of our common stock that any person may own may discourage a takeover or
business combination that may have benefited our stockholders.

Our charter restricts the direct or indirect ownership by one person or entity to no more than 9.8% of the value of our
then outstanding capital stock (which includes common stock and any preferred stock we may issue) and no more than
9.8% of the value or number of shares, whichever is more restrictive, of our then outstanding common stock. This
restriction may discourage a change of control of us and may deter individuals or entities from making tender offers
for shares of our common stock on terms that might be financially attractive to stockholders or which may cause a
change in our management. This ownership restriction may also prohibit business combinations that would have
otherwise been approved by our board of directors and our stockholders. In addition to deterring potential transactions
that may be favorable to our stockholders, these provisions may also decrease their ability to sell their shares of our
common stock.

Our board of directors may change our investment objectives without seeking stockholder approval.
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Our charter permits our board of directors to change our investment objectives without seeking stockholder approval.
Although our board of directors has fiduciary duties to our stockholders and intends only to change our investment
objectives when our board of directors determines that a change is in the best interests of our stockholders, a change in
our investment objectives could reduce our payment of cash distributions to our stockholders or cause a decline in the
value of our investments.
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Maryland law and our organizational documents limit our stockholders rights to bring claims against our officers
and directors.

Maryland law provides that a director will not have any liability as a director so long as he or she performs his or her
duties in good faith, in a manner he or she reasonably believes to be in our best interest, and with the care that an
ordinarily prudent person in a like position would use under similar circumstances. In addition, our charter provides
that, subject to the applicable limitations set forth therein or under Maryland law, no director or officer will be liable
to us or our stockholders for monetary damages. Our charter also provides that we will generally indemnify our
directors, our officers, our advisor and its affiliates for losses they may incur by reason of their service in those
capacities unless (1) their act or omission was material to the matter giving rise to the proceeding and was committed
in bad faith or was the result of active and deliberate dishonesty, (2) they actually received an improper personal
benefit in money, property or services, or (3) in the case of any criminal proceeding, they had reasonable cause to
believe the act or omission was unlawful. Moreover, we have entered into separate indemnification agreements with
each of our directors and some of our executive officers. As a result, we and our stockholders may have more limited
rights against these persons than might otherwise exist under common law. In addition, we may be obligated to fund
the defense costs incurred by these persons in some cases. However, our charter does provide that we may not
indemnify or hold harmless our directors, our advisor and its affiliates unless they have determined that the course of
conduct that caused the loss or liability was in our best interests, they were acting on our behalf or performing services
for us, the liability was not the result of negligence or misconduct by our non-independent directors, our advisor and
its affiliates or gross negligence or willful misconduct by our independent directors, and the indemnification is
recoverable only out of our net assets or the proceeds of insurance and not from our stockholders.

Certain provisions of Maryland law could restrict a change in control even if a change in control were in our
stockholders interests.

Certain provisions of the Maryland General Corporation Law applicable to us prohibit business combinations with:

any person who beneficially owns 10.0% or more of the voting power of our common stock, which we refer to
as an interested stockholder;

an affiliate of ours who, at any time within the two-year period prior to the date in question, was an interested
stockholder; or

an affiliate of an interested stockholder.

These prohibitions last for five years after the most recent date on which the interested stockholder became an
interested stockholder. Thereafter, any business combination with the interested stockholder must be recommended by
our board of directors and approved by the affirmative vote of at least 80.0% of the votes entitled to be cast by holders
of our outstanding shares of our common stock and two-thirds of the votes entitled to be cast by holders of shares of
our common stock other than shares held by the interested stockholder. These requirements could have the effect of
inhibiting a change in control even if a change in control were in our stockholders interest. These provisions of
Maryland law do not apply, however, to business combinations that are approved or exempted by our board of
directors prior to the time that someone becomes an interested stockholder.

Our stockholders investment return may be reduced if we are required to register as an investment company
under the Investment Company Act.

We are not registered as an investment company under the Investment Company Act. If for any reason, we were
required to register as an investment company, we would have to comply with a variety of substantive requirements
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prohibitions on transactions with affiliates; and

compliance with reporting, record keeping, voting, proxy disclosure and other rules and regulations that would
significantly change our operations.

We intend to continue to operate in such a manner that we will not be subject to regulation under the Investment
Company Act. In order to maintain our exemption from regulation under the Investment Company Act, we must
comply with technical and complex rules and regulations.

Specifically, in order to maintain our exemption from regulation as an investment company under the Investment
Company Act, we intend to engage primarily in the business of investing in interests in real estate and to make these
investments within one year after our Offering ends. If we are unable to invest a significant portion of the proceeds of
our Offering in properties within one year of the termination of our Offering, we may avoid being required to register
as an investment company under the Investment Company Act by temporarily investing any unused proceeds in
government securities with low returns. Investments in government securities likely would reduce the cash available
for distribution to stockholders and possibly lower their returns.

In order to avoid coming within the application of the Investment Company Act, either as a company engaged
primarily in investing in interests in real estate or under another exemption from the Investment Company Act, our
advisor may be required to impose limitations on our investment activities. In particular, our advisor may limit the
percentage of our assets that fall into certain categories specified in the Investment Company Act, which could result
in us holding assets we otherwise might desire to sell and selling assets we otherwise might wish to retain. In addition,
we may have to acquire additional assets that we might not otherwise have acquired or be forced to forgo investment
opportunities that we would otherwise want to acquire and that could be important to our investment strategy. In
particular, our advisor will monitor our investments in real estate related securities to ensure continued compliance
with one or more exemptions from investment company status under the Investment Company Act and, depending on
the particular characteristics of those investments and our overall portfolio, our advisor may be required to limit the
percentage of our assets represented by real estate related securities.

If we were required to register as an investment company, our ability to enter into certain transactions would be
restricted by the Investment Company Act. Furthermore, the costs associated with registration as an investment
company and compliance with such restrictions could be substantial. In addition, registration under and compliance
with the Investment Company Act would require a substantial amount of time on the part of our advisor and its
affiliates, thereby decreasing the time they spend actively managing our investments. If we were required to register as
an investment company but failed to do so, we would be prohibited from engaging in our business, and criminal and
civil actions could be brought against us. In addition, our contracts would be unenforceable unless a court were to
require enforcement, and a court could appoint a receiver to take control of us and liquidate our business.

Dilution and our Operating Partnership
Several potential events could cause the fair market and book value of our common stock to decline.
The value of our common stock could be diluted by a number of factors, including:

future offerings of our securities, including issuances under the DRIP and up to 200,000,000 shares of any
preferred stock that our board of directors may authorize;

private issuances of our securities to other investors, including institutional investors;
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redemptions of units of limited partnership interest in our operating partnership in exchange for shares of our
common stock.
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Our advisor may receive economic benefits from its status as a special limited partner without bearing any of the
investment risk.

Our advisor is a special limited partner in our operating partnership. The special limited partner is entitled to receive
an incentive distribution equal to 15.0% of net sales proceeds of properties after we have received and paid to our
stockholders a return of their invested capital and an 8.0% annual cumulative, non-compounded return. We bear all of
the risk associated with the properties but, as a result of the incentive distributions to our advisor, we are not entitled
to all of our operating partnership s proceeds from a property sale.

Our Seller Financing may Delay Liquidation or Reinvestment

Our stockholders may not receive any profits resulting from the sale of one of our properties, or receive such
profits in a timely manner, because we may provide financing to the purchaser of such property.

If we sell one of our properties during liquidation, our stockholders may experience a delay before receiving their
share of the proceeds of such liquidation. In a forced or voluntary liquidation, we may sell our properties either subject
to or upon the assumption of any then outstanding mortgage debt or, alternatively, may provide financing to
purchasers. We may take a purchase money obligation secured by a mortgage as partial payment. We do not have any
limitations or restrictions on our taking such purchase money obligations. To the extent we receive promissory notes
or other property instead of cash from sales, such proceeds, other than any interest payable on those proceeds, will not
be included in net sale proceeds until and to the extent the promissory notes or other property are actually paid, sold,
refinanced or otherwise disposed of. In many cases, we will receive initial down payments in the year of sale in an
amount less than the selling price and subsequent payments will be spread over a number of years. Therefore, our
stockholders may experience a delay in the distribution of the proceeds of a sale until such time.

Risks Related to Investments in Real Estate

Changes in national, regional or local economic, demographic or real estate market conditions may adversely
affect our results of operations and our ability to pay distributions to our stockholders or reduce the value of their
investment.

We are subject to risks generally incident to the ownership of real property, including changes in national, regional or
local economic, demographic or real estate market conditions. We are unable to predict future changes in national,
regional or local economic, demographic or real estate market conditions. For example, a recession or rise in interest
rates could make it more difficult for us to lease real properties or dispose of them. In addition, rising interest rates
could also make alternative interest-bearing and other investments more attractive and therefore potentially lower the
relative value of our existing real estate investments. These conditions, or others we cannot predict, may adversely
affect our results of operations, our ability to pay distributions to our stockholders or reduce the value of their
investment.

If we acquire real estate at a time when the real estate market is experiencing substantial influxes of capital
investment and competition for income producing properties, the real estate investments we make may not
appreciate or may decrease in value.

If the real estate market is experiencing a substantial influx of capital from investors, this substantial flow of capital,
combined with significant competition for income producing real estate, may result in inflated purchase prices for
such assets. To the extent we purchase real estate in such an environment, we are subject to the risk that if the real
estate market ceases to attract the same level of capital investment in the future as it is currently attracting, or if the
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Competition with third parties in acquiring properties and other investments may reduce our profitability and our
stockholders may experience a lower return on their investment.

We compete with many other entities engaged in real estate investment activities, including individuals, corporations,
bank and insurance company investment accounts, pension funds, other REITsS, real estate limited partnerships, and
foreign investors, many of which have greater resources than we do. Many of these entities may enjoy significant
competitive advantages that result from, among other things, a lower cost of capital and enhanced operating
efficiencies. In addition, the number of entities and the amount of funds competing for suitable investments may
increase. As such, competition with third parties would result in increased demand for these assets and therefore
increased prices paid for them. If we pay higher prices for properties and other investments, our profitability will be
reduced and our stockholders may experience a lower return on their investment.

Some or all of our properties may incur vacancies, which may result in reduced revenue and resale value, a
reduction in cash available for distribution and a diminished return on investment.

Some or all of our properties may incur vacancies either by a default of tenants under their leases or the expiration or
termination of tenant leases. If vacancies continue for a long period of time, we may suffer reduced revenues resulting
in less cash distributions to our 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, and lease terminations could reduce our distributions to our
stockholders.

The successful performance of our real estate investments is materially dependent on the financial stability of our
tenants. Lease payment defaults by tenants would cause us to lose the revenue associated with such leases and could
cause us to reduce the amount of distributions to our stockholders. If the property is subject to a mortgage, a default by
a significant tenant on its lease payments to us may result in a foreclosure on the property if we are unable to find an
alternative source of revenue to meet mortgage payments. In the event of a tenant default, we may experience delays
in enforcing our rights as landlord and may incur substantial costs in protecting our investment and re-leasing our
property. Further, we cannot assure our stockholders that we will be able to re-lease the property for the rent
previously received, if at all, or that lease terminations will not cause us to sell the property at a loss.

Long-term leases may not result in fair market lease rates over time; therefore, our income and our distributions to
our stockholders could be lower than if we did not enter into long-term leases.

We may enter into long-term leases with tenants of certain of our properties. Our long-term leases would likely
provide for rent to increase over time. However, if we do not accurately judge the potential for increases in market
rental rates, we may set the terms of these long-term leases at levels such that even after contractual rental increases
the rent under our long-term leases is less than then-current market rental rates. Further, we may have no ability to
terminate those leases or to adjust the rent to then-prevailing market rates. As a result, our income and distributions to
our stockholders could be lower than if we did not enter into in long-term leases.

We may incur additional costs in acquiring or re-leasing properties which could adversely affect the cash available
for distribution to our stockholders

We may invest in properties designed or built primarily for a particular tenant of a specific type of use known as a
single-user facility. If the tenant fails to renew its lease or defaults on its lease obligations, we may not be able to
readily market a single-user facility to a new tenant without making substantial capital improvements or incurring
other significant re-leasing costs. We also may incur significant litigation costs in enforcing our rights as a landlord
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We may be unable to secure funds for future tenant or other capital improvements, which could limit our ability to
attract or replace tenants and decrease stockholders return on investment.

When tenants do not renew their leases or otherwise vacate their space, it is common that, in order to attract
replacement tenants, we will be required to expend substantial funds for tenant improvements and leasing
commissions related to the vacated space. Such tenant improvements may require us to incur substantial capital
expenditures. If we have not established capital reserves for such tenant or other capital improvements, we will have
to obtain financing from other sources and we have not identified any sources for such financing. We may also have
future financing needs for other capital improvements to refurbish or renovate our properties. If we need to secure
financing sources for tenant improvements or other capital improvements in the future, but are unable to secure such
financing or are unable to secure financing on terms we feel are acceptable, we may be unable to make tenant and
other capital improvements or we may be required to defer such improvements. If this happens, it may cause one or
more of our properties to suffer from a greater risk of obsolescence or a decline in value, or a greater risk of decreased
cash flow as a result of fewer potential tenants being attracted to the property or existing tenants not renewing their
leases. If we do not have access to sufficient funding in the future, we may not be able to make necessary capital
improvements to our properties, pay other expenses or pay distributions to our stockholders.

Uninsured losses relating to real estate and lender requirements to obtain insurance may reduce stockholders
returns.

There are types of losses relating to real estate, generally catastrophic in nature, such as losses due to wars, acts of
terrorism, earthquakes, floods, hurricanes, pollution or environmental matters, for which we do not intend to obtain
insurance unless we are required to do so by mortgage lenders. If 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, other
than any reserves we may establish, we have no source of funding to repair or reconstruct any uninsured damaged
property, and we cannot assure stockholders that any such sources of funding will be available to us for such purposes
in the future. Also, to the extent we must pay unexpectedly large amounts for uninsured losses, we could suffer
reduced earnings that would result in less cash to be distributed to our stockholders. In cases where we are required by
mortgage lenders to obtain casualty loss insurance for catastrophic events or terrorism, such insurance may not be
available, or may not be available at a reasonable cost, which could inhibit our ability to finance or refinance our
properties. Additionally, if we obtain such insurance, the costs associated with owning a property would increase and
could have a material adverse effect on the net income from the property, and, thus, the cash available for distribution
to our stockholders.

Terrorist attacks and other acts of violence or war may affect the markets in which we operate and have a material
adverse effect on our financial condition, results of operations and ability to pay distributions to our stockholders.

Terrorist attacks may negatively affect our operations and our stockholders investment. We may acquire real estate
assets located in areas that are susceptible to attack. These attacks may directly impact the value of our assets through
damage, destruction, loss or increased security costs. Although we may obtain terrorism insurance, we may not be
able to obtain sufficient coverage to fund any losses we may incur. Risks associated with potential acts of terrorism
could sharply increase the premiums we pay for coverage against property and casualty claims. Further, certain losses
resulting from these types of events are uninsurable or not insurable at reasonable costs.

More generally, any terrorist attack, other act of violence or war, including armed conflicts, could result in increased
volatility in, or damage to, the United States and worldwide financial markets and economy, all of which could
adversely affect our tenants ability to pay rent on their leases or our ability to borrow money or issue capital stock at
acceptable prices and have a material adverse effect on our financial condition, results of operations and ability to pay
distributions to stockholders.
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Dramatic increases in insurance rates could adversely affect our cash flow and our ability to make distributions to
our stockholders.

Due to recent natural disasters resulting in massive property destruction, prices for property insurance coverage have
been increasing dramatically. We cannot assure that we will be able to obtain insurance premiums at reasonable rates.
As a result, our cash flow could be adversely impacted by increased premiums which could adversely affect our
ability to make distributions to our stockholders.

Delays in the acquisition, development and construction of real properties may have adverse effects on our results
of operations and returns to our stockholders.

Delays we encounter in the selection, acquisition and development of real properties could adversely affect
stockholders returns. Where properties are acquired 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,
stockholders could suffer delays in the receipt of cash distributions attributable to those particular real properties.
Delays in completion of construction could 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 builders prior to completion of construction. Each of those factors could result in increased costs of a project or loss
of our investment. In addition, we are subject to normal lease-up risks relating to newly constructed projects.
Furthermore, the price we agree to for a real property will be based on our projections of rental income and expenses
and estimates of the fair market value of real property upon completion of construction. If our projections are
inaccurate, we may pay too much for a property.

Uncertain market conditions relating to the future disposition of properties could cause us to sell our properties at
a loss in the future.

We intend to hold our various real estate investments until such time as our advisor determines that a sale or other
disposition appears to be advantageous to achieve our investment objectives. Our advisor, subject to the oversight 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. We generally intend to hold properties for an extended period of
time, and we cannot predict with any certainty the various market conditions affecting real estate investments that will
exist at any particular time in the future. Because of the uncertainty of market conditions that may affect the future
disposition of our properties, we cannot assure stockholders 