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This Post-Effective Amendment No. 3 consists of the following:

1. Supplement No. 23 dated June 16, 2005 to the Registrant's Prospectus dated
December 21, 2004, included herewith, which will be delivered as an unattached
document along with the Prospectus dated December 21, 2004.

2. The Registrant's final form of Prospectus dated December 21, 2004, previously
filed pursuant to Rule 424 (b) (3) on December 21, 2004 and refiled herewith.

3. Part II, included herewith.

4. Signatures, included herewith.

SUPPLEMENT NO. 23
DATED JUNE 16, 2005
TO THE PROSPECTUS DATED DECEMBER 21, 2004
OF INLAND WESTERN RETAIL REAL ESTATE TRUST, INC.

We are providing this Supplement No. 23 to you in order to supplement our
prospectus. This supplement updates information in the sections of our
prospectus noted in the table of contents below. This Supplement No. 23
supplements, modifies or supersedes certain information contained in our
prospectus, and prior Supplements No. 1 through 22 (dated December 29, 2004
through June 10, 2005) and must be read in conjunction with our prospectus.
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We have completed our sales effort for our $2.5 billion initial public offering
where we offered for sale 250 million shares of common stock. We consummated the
sale of all of the shares of the offering on March 22, 2005. We have commenced
our $2.5 billion follow-on offering and sales are continuing at this time.

PROSPECTUS SUMMARY

THE FIFTH SENTENCE UNDER THE SECTION REGARDING "Our Sponsor, Our Business
Manager/Advisor and The Inland Group"" WHICH STARTS ON PAGE 2 OF OUR PROSPECTUS
HAS BEEN MODIFIED AS FOLLOWS:

Inland US Management LLC, Inland Southwest Management LLC and Inland Pacific
Property Services LLC, our property managers, are entities owned principally by
individuals who are affiliates of The Inland Group.

THE FIRST PARAGRAPH UNDER THE SECTION REGARDING "CONFLICTS OF INTEREST" WHICH
STARTS ON PAGE 4 OF OUR PROSPECTUS HAS BEEN SUPERCEDED IN THE ENTIRETY TO READ
AS FOLLOWS:

CONFLICTS OF INTEREST EXIST BETWEEN US AND SOME OF OUR AFFILIATES, INCLUDING OUR
BUSINESS MANAGER/ADVISOR. THESE AFFILIATES INCLUDE INLAND REAL ESTATE
CORPORATION, INLAND RETAIL REAL ESTATE TRUST, INC., INLAND REAL

ESTATE EXCHANGE CORPORATION AND INLAND AMERICAN REAL ESTATE TRUST, INC. INLAND
REAL ESTATE CORPORATION IS A PUBLICLY TRADED REIT THAT IS SELF-ADMINISTERED AND
GENERALLY PURCHASES SHOPPING CENTERS LOCATED IN THE MIDWEST. INLAND RETATL REAL
ESTATE TRUST, INC. IS SELF-ADMINISTERED AND GENERALLY PURCHASES SHOPPING CENTERS
LOCATED EAST OF THE MISSISSIPPI RIVER. INLAND REAL ESTATE EXCHANGE CORPORATION
IS A SUBSIDIARY OF INLAND REAL ESTATE INVESTMENT CORPORATION. INLAND REAL ESTATE
EXCHANGE CORPORATION PROVIDES REPLACEMENT PROPERTIES FOR PEOPLE WISHING TO
COMPLETE AN IRS SECTION 1031 REAL ESTATE EXCHANGE. ON FEBRUARY 11, 2005, INLAND
AMERICAN REAL ESTATE TRUST, INC. FILED A REGISTRATION STATEMENT ON FORM S-11 TO
REGISTER 500,000,000 SHARES OF COMMON STOCK AND UP TO 40,000,000 SHARES OF THEIR
COMMON STOCK FOR PARTICIPANTS IN THEIR DISTRIBUTION REINVESTMENT PROGRAM. THE
REGISTRATION STATEMENT HAS NOT BEEN DECLARED EFFECTIVE BY THE SECURITIES AND
EXCHANGE COMMISSION, AND THERE IS NO ASSURANCE WHEN AND IF IT WILL BE DECLARED
EFFECTIVE. INLAND AMERICAN REAL ESTATE TRUST, INC. IS AFFILIATED WITH THE INLAND
GROUP. INLAND AMERICAN REAL ESTATE TRUST, INC. HAS BEEN FORMED TO ACQUIRE
COMMERCIAL REAL ESTATE, PRIMARILY RETAIL PROPERTIES AND MULTI-FAMILY, OFFICE AND
INDUSTRIAL BUILDINGS, LOCATED IN THE UNITED STATES AND CANADA. INLAND AMERICAN
REAL ESTATE TRUST, INC. MAY INVEST IN THOSE ASSETS DIRECTLY BY PURCHASING THE
PROPERTY ALSO KNOWN AS A "FEE INTEREST" OR INDIRECTLY BY PURCHASING INTERESTS,
INCLUDING CONTROLLING INTERESTS, IN "REAL ESTATE OPERATING COMPANIES." INLAND
AMERTICAN REAL ESTATE TRUST, INC. MAY ALSO INVEST IN OTHER REAL ESTATE ASSETS AND
ENTITIES OWNING THOSE ASSETS, SUCH AS MORTGAGE LOANS SECURED BY COMMERCIAL REAL
ESTATE. Midwest Real Estate Equities, Inc. 1is not a subsidiary of The Inland
Group, Inc or its affiliates but does have some of the same shareholders as The
Inland Group, Inc. Midwest Real Estate Equities buys, manages and sells
commercial and multi-family property.

THE SECOND BULLET POINT AFTER THE SECOND PARAGRAPH UNDER THE SECTION "CONFLICTS
OF INTEREST" WHICH STARTS ON PAGE 4 OF OUR PROSPECTUS HAS BEEN SUPERCEDED IN THE
ENTIRETY TO READ AS FOLLOWS:

- substantial compensation payable by us to Inland Securities



Edgar Filing: INLAND WESTERN RETAIL REAL ESTATE TRUST INC - Form POS AM

Corporation, Inland Western Retail Real Estate Advisory Services,
Inc., Inland US Management LLC, Inland Southwest Management LLC and
Inland Pacific Property Services LLC for their various services which
may not be on market terms and is payable,

not our stockholders receive distributions;

in most cases, whether or

WE HAVE ADDED A FOURTH PARAGRAPH WITH RELATED BULLET POINTS UNDER THE SECTION
"CONFLICTS OF INTEREST" WHICH STARTS ON PAGE 4 OF OUR PROSPECTUS TO READ AS

FOLLOWS :

If and when Inland American Real Estate Trust,
declared effective by the Securities and Exchange Commission,

Inc.'s registration statement is

conflicts of

interest that may arise in connection with the sale of shares and use of the

offering's proceeds are as follows:

- competition for the time and attention of management and affiliates
that provide services to us, which may limit the amount of time that
these people may spend on our matters;

- potentially overlapping fiduciary duties owed by certain affiliated
directors sitting on more than one board of directors;

- potentially overlapping fiduciary duties owed by certain directors
particularly arising in the potential purchase of shopping or retails
centers, and office buildings, located in the United States;

- Inland American Real Estate Trust,
properties we are interested in;

- Inland American Real Estate Trust,

operating companies that may have been

for us to acquire properties from;

Inc. may compete for the same

Inc. may acquire real estate

and

a historical or future source

- potential time and effort spent by Inland Securities Corporation on
the selling of our securities and the sales effort due to the effort
related to the sales of shares by Inland American Real Estate Trust,

Inc.

WE HAVE SUPERCEDED THE FOLLOWING DESCRIPTION
PAYMENTS AT THE OPERATIONAL STAGE WITHIN THE
DISCUSSED UNDER THE SECTION "Compensation To
Manager/Advisor and Affiliates" WHICH STARTS
ENTIRETY, TO READ AS FOLLOWS:

Property management fee

LOCATED
TABULAR
Be Paid
ON PAGE

This fee terminates upon a business combination with

property managers.

UNDER THE NONSUBORDINATED
SUMMARY OF FEES AS

to Our Business

7 OF OUR PROSPECTUS IN THE

our

4.5% of the gross income from the pr
exceed 90% of the fee which would be
unrelated third party). We will pay
services in connection with the rent
operation and management of the pror
quarter ended March 31, 2005 and the
December 31, 2004, we have incurred
management fees of $3,682,955 and $5
respectively, of which $3,682,955 an
retained by Inland US Management LLC
Property Management LLC and Inland P
Services LLC. Actual amounts we will
future cannot be determined at the p

4
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Loan servicing fee and mortgage brokerage fee

ORGANIZATIONAL CHART

THE ORGANIZATIONAL CHART UNDER THIS SECTION; WHICH IS LISTED
PROSPECTUS IS SUPERCEDED WITH THE FOLLOWING:

—-3-

The following organizational chart depicts the services

Annual fees totaling 0.3% of the fir
mortgage balance outstanding and .01
Effective May 1, 2005, if the number
100, a monthly fee will be charged i
per month, per loan being serviced.

loans being serviced are less than 1
per month, per loan increases to $22
December 31, 2004, and the three mon
2005, we have incurred and paid $140
Inland Mortgage Servicing Corporatio

.2% of the principal amount of each
facilitate the mortgage financing. F
December 31, 2004, and the three mon
2005, we have incurred and paid $3,4
to Inland Mortgage Investment Corpor

ON PAGE 3 OF OUR

that affiliates of

our sponsor will render to us and our organizational structure.

ORGANIZATIONAL CHART

Daniel L. Goodwin* Robert H. G. Joseph Robert D.
Baum* Cosenza* Parks*
I [ I I
[ [ [

Inland Inland Inland

Northwest Southwest Western

Management Management Management

Corp. Corp. Corp.

Inland US Inland Southwest Inland Pacific
Management Property Management Property Services
LLC LLC LLC
(property manager) (property manager) (property manager)
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Inland Western Retail Real Estate Trust, Inc.
We are principally owned by public investors. Ownership is represented by shares

Daniel L. Goodwin* Robert H. G. Joseph Rob
Baum* Cosenza* Pa

THE INLAND GROUP, INC.*

The Inland Inland Real
Services Estate Investment Corporation
Group, Inc. (our sponsor)
I [
e =Essssssssssssssssssssssssssssssssssssssssssssssssss =S
I I [ I
I I [ I
Inland Risk and Inland Securities Inland Western Retail Real Inland Partners
Insurance Corporation Estate Advisory Services, Inc. Property Sale
Management (our business manager/advisor) Corporation

Services, Inc.

________________ Inland Real Inland Real Inla
Services Sales, Inc. Development Acquisi
________________ Corporation

| |
| |
| |
| |
| |
Insurance | | Estate Estate Es
| |
| |
| |
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Real Estate
Sales Services

Securities Sales Organization, |  Construction and
Advisory and Real | Development
Estate Services | Services

Inland Western Retail Real Estate Trust,

Inc.

We are principally owned by public investors. Ownership is represented by shares

* The four indicated individuals control The Inland Group, Inc. and own
substantially all of its stock.

Double lines indicate 100% ownership.
Single lines indicate service.

RISK FACTORS

THE SECOND SENTENCE UNDER THE DISCUSSION REGARDING "WE WILL COMPETE WITH REAL
ESTATE INVESTMENT PROGRAMS SPONSORED BY COMPANIES AFFILIATED WITH US FOR
ACQUISITION OF PROPERTIES AND FOR THE TIME AND SERVICES OF PERSONNEL" WHICH
STARTS ON PAGE 12 OF OUR PROSPECTUS HAS BEEN MODIFIED TO READ AS FOLLOWS:

These affiliated companies include Inland Real Estate Corporation, Inland Retail

Real Estate Trust, Inc., Inland Real Estate Exchange Corporation, Inland
American Real Estate Trust, Inc., and other entities to be formed by The Inland
Group.

THE DISCUSSION REGARDING "WE DEPEND ON OUR BOARD OF DIRECTOR, BUSINESS
MANAGER/ADVISOR AND PROPERTY MANAGERS AND LOSING THOSE RELATIONSHIPS COULE
NEGATIVELY AFFECT OUR OPERATIONS" WHICH STARTS ON PAGE 19 OF OUR PROSPECTUS HAS
BEEN SUPERCEDED IN THE ENTIRETY TO READ AS FOLLOWS:

WE DEPEND ON OUR BOARD OF DIRECTORS, BUSINESS MANAGER/ADVISOR AND PROPERTY
MANAGERS AND LOSING THOSE RELATIONSHIPS COULD NEGATIVELY AFFECT OUR OPERATIONS.
Our board of directors has supervisory control over all aspects of our
operations. Our ability to achieve our investment objectives will depend to a
large extent on the board's ability to oversee, and the quality of, the
management provided by the business manager/advisor, the property managers,
their affiliates and employees for day-to-day operations. Therefore, we depend
heavily on the ability of the business manager/advisor and its affiliates to
retain the services of each of its executive officers and key employees.
However, none of these individuals has an employment agreement with the business
manager/advisor or its affiliates. The loss of any of these individuals could
have a material adverse effect on us. These individuals include Daniel L.
Goodwin, Robert H. Baum, G. Joseph Cosenza, Robert D. Parks, Thomas P.
McGuinness, Roberta S. Matlin and Brenda G. Gujral.
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On February 11, 2005, Inland American Real Estate Trust, Inc. filed a
registration statement on Form S-11 to register 500,000,000 shares of common
stock and up to 40,000,000 shares of their common stock for participants in
their distribution reinvestment program. The registration statement has not been
declared effective by the Securities and Exchange Commission, and there is no
assurance when and if it will be declared effective. Specific conflicts of
interest between us and Inland American Real Estate Trust, Inc include:

- competition for the time and attention of management and affiliates
that provide services to us, which may limit the amount of time that
these people may spend on our matters;

- potentially overlapping fiduciary duties owed by certain affiliated
directors sitting on more than one board of directors; and

- potentially overlapping fiduciary duties owed by certain directors
particularly arising in the potential purchase of shopping or retail
centers, and office buildings, located in the United States.

Our business manager/advisor must reimburse us for certain operational stage
expenses exceeding 15% of the gross offering proceeds. If the business
manager/advisor's net worth or cash flow is not sufficient to cover these
expenses, we will not be reimbursed.

THE DISCUSSION REGARDING "THERE ARE CONFICTS OF INTEREST BETWEEN US AND OUR
AFFILIATES" WHICH STARTS ON PAGE 19 OF OUR PROSPECTUS HAS BEEN SUPERCEDED IN THE
ENTIRETY TO READ AS FOLLOWS:

THERE ARE CONFLICTS OF INTEREST BETWEEN US AND OUR AFFILIATES. Our
operation and management may be influenced or affected by conflicts of interest
arising out of our relationship with our affiliates. Our business
manager/advisor and its affiliates are or will be engaged in other activities
that will result in potential conflicts of interest with the services that the
business manager/advisor and affiliates will provide to us. Those affiliates
could take actions that are more favorable to other entities than to us. The
resolution of conflicts in favor of other entities could have a negative impact
on our financial performance. These affiliates include Inland Retail Real Estate

Trust, Inc., Inland Western Retail Real Estate Advisory Services, Inc., our
business manager/advisor, Inland Real Estate Corporation, Inland Real Estate
Exchange Corporation, and Inland American Real Estate Trust, Inc., and entities

to be formed by The Inland Group, Inc. Inland Real Estate Corporation is a
publicly traded REIT that is self-administered and generally purchases shopping
centers located in the Midwest. Inland Retail Real Estate Trust, Inc. is
self-administered and generally purchases shopping centers located east of the
Mississippi River. Inland Real Estate Exchange Corporation is a subsidiary of
Inland Real Estate Investment Corporation. Inland Real Estate Exchange
Corporation provides replacement properties for people wishing to complete an
IRS Section 1031 real estate exchange. On February 11, 2005, Inland American
Real Estate Trust, Inc. filed a registration statement on Form S-11 to register
500,000,000 shares of common stock and up to 40,000,000 shares of their common
stock for participants in their distribution reinvestment program. The
registration statement has not been declared effective by the Securities and
Exchange Commission, and there is no assurance when and if it will be declared
effective. Inland American Real Estate Trust, Inc. is affiliated with The Inland
Group. Inland American Real Estate Trust, Inc. has been formed to acquire
commercial real estate, primarily retail properties and multi-family, office and
industrial buildings, located in the United States and Canada. Inland American
Real Estate Trust, Inc. may invest in those assets directly by purchasing the
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property also known as a "fee interest" or indirectly by purchasing interests,
including controlling interests, in "real estate operating companies." Inland
American Real Estate Trust, Inc. may also invest in other real estate assets and
entities owning those assets, such as mortgage loans secured by commercial real
estate. Our business manager/advisor receives fees based on the book value
including acquired intangibles of the properties under management. Specific
conflicts of interest between us and our affiliates include:

- We may acquire properties from affiliates of our sponsor in
transactions in which the price will not be the result of arm's length
negotiations. The prices we pay to affiliates of our sponsor for our
properties will be equal to the prices paid by them, plus the costs
incurred by them relating to the acquisition and financing of the
properties. These prices will not be the subject of arm's length
negotiations, which could mean that the acquisitions may be on terms
less favorable to us than those negotiated in an arm's-length
transaction. Inland American Real Estate Trust, Inc. may acquire real
estate operating companies that may have been a historical or future
source for us to acquire properties from, which could create a
conflict of interest for us. In addition, Inland American Real Estate
Trust, Inc.'s offering, when it becomes effective could potentially
negatively impact arm's length negotiations due to overlapping
fiduciary duties owed by certain directors particularly arising in the
potential purchase of shopping or retails centers, and office
buildings, located in the United States. The result of these
transactions could cause us to pay more for particular properties than
we would have in an arm's length transaction and therefore, adversely
affect our cash flow and our ability to pay your distributions.

- WE MAY PURCHASE REAL PROPERTIES FROM PERSONS WITH WHOM OUR BUSINESS
MANAGER/ADVISOR OR ITS' AFFILIATES HAVE PRIOR BUSINESS RELATIONSHIPS
AND OUR INTERESTS IN

THESE BUSINESS RELATIONSHIPS MAY BE DIFFERENT FROM THE INTERESTS OF
OUR BUSINESS MANAGER/ADVISOR OR ITS AFFILIATES IN THESE BUSINESS
RELATIONSHIPS. We may purchase properties from third parties who have
sold properties in the past, or who may sell properties in the future,
to our business manager/advisor or its affiliates. Inland American
Real Estate Trust, Inc. may acquire real estate operating companies
that may have been a historical or future source for acquiring
properties, which could create a conflict of interest for our company.
If we purchase properties from these third parties, our business
manager/advisor will experience a conflict between our current
interests and its interest in preserving any ongoing business
relationship with these sellers. This could result in our business
manager/advisor or its affiliates recommending properties that may be
in the best interest of the third party seller, but not our best
interest. This could adversely impact our portfolio by causing us to
invest in properties that are not necessarily in our best interest.

- OUR BUSINESS MANAGER/ADVISOR AND ITS AFFILIATES RECEIVE COMMISSIONS,
FEES AND OTHER COMPENSATION BASED UPON OUR INVESTMENTS AND THEREFORE
OUR BUSINESS MANAGER/ADVISOR AND ITS AFFILIATES MAY RECOMMEND THAT WE
MAKE INVESTMENTS IN ORDER TO INCREASE THEIR COMPENSATION. Our business
manager/advisor and its affiliates receive commissions, fees and other
compensation based upon our investments. They benefit by us retaining
ownership of our assets and leveraging our assets, while you may be
better served by sale or disposition or not leveraging the assets. In
addition, our business manager/advisor's ability to receive fees and
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reimbursements depends on our continued investment in properties and
in other assets which generate fees. Our business manager/advisor
receives fees based on the book value including acquired intangibles
of the properties under management. Our property managers receive fees
based on the income from properties under management. Therefore, our
business manager/advisor and/or property managers may recommend that
we purchase properties that generate fees for our business
manager/advisor and property managers, but are not necessarily the
most suitable investment for our portfolio. In addition, our
affiliates, who receive fees, including our business manager/advisor,
may recommend that we acquire properties, which may result in our
incurring substantive amounts of indebtedness. Therefore, the interest
of our business manager/advisor and its affiliates in receiving fees
may conflict with our ability to earn income and may result in our
incurring substantive amounts of indebtedness. The resolution of this
conflict of interest may adversely impact our cash flow and our
ability to pay your distributions.

- OUR BUSINESS MANAGER/ADVISOR MAY HAVE CONFLICTING FIDUCIARY
OBLIGATIONS IF WE ACQUIRE PROPERTIES WITH ITS AFFILIATES. Our business
manager/advisor may cause us to acquire an interest in a property
through a joint venture with its affiliates. In these circumstances,
our business manager/advisor will have a fiduciary duty to both us and
its affiliates participating in the joint venture. Inland American
Real Estate Trust, Inc. may acquire real estate operating companies
that may have been a historical or future source for acquiring
properties, which could create a conflict of interest for us. In
addition, Inland American Real Estate Trust, Inc.'s offering, when it
becomes effective could potentially negatively impact arm's length
negotiations due to overlapping fiduciary duties owed by certain
directors particularly arising in the potential purchase of shopping
or retails centers, and office buildings, located in the United
States. The resolution of this conflict of interest may cause the
business manager/advisor to sacrifice our best interest in favor of
the seller of the property and therefore, we may enter into a
transaction that is not in our best interest. The resolution of this
conflict of interest may negatively impact our financial performance.

- THERE IS COMPETITION FOR THE TIME AND SERVICES OF OUR BUSINESS
MANAGER/ADVISOR AND OUR BUSINESS MANAGER/ADVISOR MAY NOT DEDICATE THE
TIME NECESSARY TO MANAGER OUR BUSINESS.

—7—

We rely on our business manager/advisor and its affiliates for our
daily operation and the management of our assets. Our officers and
other personnel of our business manager/advisor and its affiliates
have conflicts in allocating their management time, services and
functions among the real estate investment programs they currently
service and any future real estate investment programs or other
business ventures which they may organize or serve. Those personnel
could take actions that are more favorable to other entities than to
us. Inland American Real Estate Trust, Inc. will compete with us for
the time and attention of management and affiliates that provide
services to us, which may limit the amount of time that these people
may spend on our matters. The resolution of conflicts in favor of
other entities could have a negative impact on our financial
performance.

- INLAND SECURITIES CORPORATION IS PARTICIPATING AS MANAGING DEALER IN
THE SALE OF THE SHARES. Inland Securities Corporation is our managing

10
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dealer of this offering and is affiliated with The Inland Group. Our
managing dealer is entitled to selling commissions and reimbursement
for marketing and due diligence expenses. Our managing dealer may be
subject to a conflict of interest arising out of its participation in
this offering and its affiliation with The Inland Group in performing
its "due diligence" obligations which arise under the Securities Act
of 1933. When it becomes effective, Inland American Real Estate Trust,
Inc.'s offering could negatively affect time and effort spent on our
capital raise and sales effort due to the efforts related to the sales
of shares by Inland American Real Estate Trust, Inc. These personnel
could spend more time and attention in Inland American Real Estate
Trust, Inc.'s offering. The resolution of this conflict of interest
could have a negative impact on our financial performance.

- WE MAY ACQUIRE THE BUSINESS OF OUR BUSINESS MANAGER/ADVISOR AND OUR
PROPERTY MANAGERS WITHOUT FURTHER ACTION BY OUR STOCKHOLDERS. During
the term of our agreements with our business manager/advisor and our
property managers, we have the option to acquire or consolidate the
business conducted by them without any consent of our stockholders,
our business manager/advisor or our property managers. We may elect to
exercise this right at any time after September 15, 2008. This
unfettered discretion could cause us to take action that otherwise we
would not be able to do, and therefore could have a negative impact on
our financial performance.

- WE DO NOT HAVE ARM'S-LENGTH AGREEMENTS, WHICH COULD CONTAIN TERMS
WHICH ARE NOT IN OUR BEST INTEREST. As we have noted, our agreements
and arrangements with our business manager/advisor or any of its
affiliates, including those relating to compensation, are not the
result of arm's length negotiations. These agreements may contain
terms that our not in our best interest and would not otherwise be
applicable if we entered into arm's-length agreements. See "Conflicts
of Interest" for a discussion of various conflicts of interest.

HOW WE OPERATE

THE THIRD AND FOURTH PARAGRAPH UNDER THIS HEADING WHICH STARTS ON PAGE 34 OF OUR
PROSPECTUS IS SUPERCEDED IN THE ENTIRETY TO READ AS FOLLOWS:

In addition to the services of our business manager/advisor, we contract with
Inland US Management LLC, Inland Southwest Management LLC and Inland Pacific
Property Services LLC for their services as our property managers. Inland US
Management LLC, Inland Southwest Management LLC and Inland Pacific Property
Services LLC provide the day-to-day property management services for all of our
properties.

Our sponsor, Inland Real Estate Investment Corporation, is owned by The Inland
Group, Inc. Our business manager/advisor Inland Western Retail Real Estate
Advisory Services, Inc., is owned by our sponsor, and thus is indirectly
controlled by The Inland Group. In addition, our property managers, Inland US
Management LLC, Inland Southwest Management LLC and Inland Pacific Property
Services LLC, are owned by individuals who are affiliates of the Inland Group.

CONFLICTS OF INTEREST

THE SECOND PARAGRAPH UNDER THIS HEADING WHICH STARTS ON PAGE 36 OF OUR
PROSPECTUS IS SUPERCEDED IN THE ENTIRETY TO READ AS FOLLOWS:

THERE MAY BE CONFLICTING INVESTMENT OPPORTUNITIES AMONG AFFILIATES OF OUR

11
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BUSINESS MANAGER/ADVISOR AND THE INLAND GROUP. Affiliates of our business
manager/advisor and The Inland Group have sponsored multiple previous investment
programs. Our sponsor may also sponsor other programs which may have investment
objectives similar to ours. On February 11, 2005, Inland American Real Estate
Trust, Inc. filed a registration statement on Form S-11 to register 500,000,000
shares of common stock and up to 40,000,000 shares of their common stock for
participants in their distribution reinvestment program. The registration
statement has not been declared effective by the Securities and Exchange
Commission, and there is no assurance when and if it will be declared effective.
Inland American Real Estate Trust, Inc. is affiliated with The Inland Group.
When it becomes effective, Inland American Real Estate Trust, Inc.'s offering
could negatively affect time and effort spent on our capital raise and sales
effort due to the effort related to the sales of shares by Inland American Real
Estate Trust, Inc. Therefore, our sponsor, our business manager/advisor and
their affiliates could face conflicts of interest in determining which
investment programs will have the first opportunity to acquire real properties
and other assets as they become available.

WE HAVE ADDED A SIXTH PARAGRAPH UNDER THIS HEADING WHICH STARTS ON PAGE 36 OF
OUR PROSPECTUS TO READ AS FOLLOWS:

Inland American Real Estate Trust, Inc. has been formed to acquire commercial
real estate, primarily retail properties and multi-family, office and industrial
buildings, located in the United States and Canada. Inland American Real Estate
Trust, Inc. may invest in those assets directly by purchasing the property also
known as a "fee interest" or indirectly by purchasing interests, including
controlling interests, in "real estate operating companies." Inland American
Real Estate Trust, Inc. may also invest in other real estate assets and entities
owning those assets, such as mortgage loans secured by commercial real estate.
If and when Inland American Real Estate Trust, Inc.'s registration statement is
declared effective by the Securities and Exchange Commission, conflicts of
interest that may arise in connection with the sale of shares and use of the
offering's proceeds are as follows:

- competition for the time and attention of management and affiliates
that provide services to us, which may limit the amount of time that
these people may spend on our matters;

- potentially overlapping fiduciary duties owed by certain affiliated
directors sitting on more than one board of directors;

- potentially overlapping fiduciary duties owed by certain directors
particularly arising in the potential purchase of shopping or retails
centers, and office buildings, located in the United States;

- Inland American Real Estate Trust, Inc. may compete for the same
properties we are interested in;

—90—

- Inland American Real Estate Trust, Inc. may acquire real estate
operating companies that may have been a historical or future source
for us to acquire properties from; and

- potential time and effort spent by Inland Securities Corporation on
the selling of our securities and the sales effort due to the effort
related to the sales of shares by Inland American Real Estate Trust,
Inc.

THE SIXTH PARAGRAPH UNDER THIS HEADING WHICH STARTS ON PAGE 36 OF OUR PROSPECTUS
IS SUPERCEDED IN THE ENTIRETY AND BECOMES THE SEVENTH PARAGRAPH AND SHOULD READ

12
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AS FOLLOWS:

We currently focus on purchase of properties in the states west of the
Mississippi River. We have acquired and will continue to acquire properties east
of the Mississippi River. If and when Inland American Real Estate Trust, Inc.'s
registration statement is declared effective by the Securities and Exchange
Commission, conflicts of interest may arise in connection with the sale of
shares and use of the offering's proceeds. Those conflicts of interest are
discussed above. However, if any conflicts do arise, they will be resolved as
provided in the agreement with our business manager/advisor discussed above.

THE NINTH THROUGH FIFTEENTH PARAGRAPHS UNDER THIS HEADING WHICH STARTS ON PAGE
36 OF OUR PROSPECTUS IS SUPERCEDED IN THE ENTIRETY SHOULD READ AS FOLLOWS:

WE MAY ACQUIRE PROPERTIES FROM AFFILIATES OF OUR SPONSOR. The prices we pay to
affiliates of our sponsor for these properties will be equal to the prices paid
by them, plus the costs incurred by them relating to the acquisition and
financing of the properties. These prices will not be the subject of arm's
length negotiations, which could mean that the acquisitions may be on terms less
favorable to us than those negotiated in an arm's-length transaction. Inland
American Real Estate Trust, Inc. may acquire real estate operating companies
that may have been a historical or future source for acquiring properties, which
could create a conflict of interest for our company. In addition, Inland
American Real Estate Trust, Inc.'s offering, when it becomes effective could
potentially negatively impact arm's length negotiations due to overlapping
fiduciary duties owed by certain directors particularly arising in the potential
purchase of shopping or retails centers, and office buildings, located in the
United States. However, our articles of incorporation provide that the purchase
price of any property acquired from an affiliate may not exceed its fair market
value as determined by a competent independent appraiser. In addition, the price
must be approved by a majority of our directors who have no financial interest
in the transaction. If the price to us exceeds the cost paid by our affiliate,
there must be substantial Jjustification for the excess cost.

WE MAY PURCHASE REAL PROPERTIES FROM PERSONS WITH WHOM AFFILIATES OF OUR
BUSINESS MANAGER/ADVISOR HAVE PRIOR BUSINESS RELATIONSHIPS. We may purchase
properties from third parties who have sold properties in the past, or who may
sell properties in the future, to our business manager/advisor or its
affiliates. Inland American Real Estate Trust, Inc. may acquire real estate
operating companies that may have been a historical or future source for
acquiring properties, which could create a conflict of interest for our company.
If we purchase properties from these third parties, our business manager/advisor
will experience a conflict between our current interests and its interest in
preserving any ongoing business relationship with these sellers. Nevertheless,
our business manager/advisor has a fiduciary obligation to us.

PROPERTY MANAGEMENT SERVICES ARE BEING PROVIDED BY COMPANIES OWNED PRINCIPALLY
BY AFFILIATES OF THE INLAND GROUP. Our property managers, which are owned
principally by individuals who are our affiliates, provide property management
services to us pursuant to management services agreements which we can terminate
only in the event of gross negligence or willful misconduct on the part of the
property managers. However, our property management services agreements provide
that we pay our property

-10-

managers a monthly management fee of no greater than 90% of the fee which would
be payable to an unrelated third party providing such services. In addition, the
business manager/advisor and the property managers believe that the property
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managers have sufficient personnel and other required resources to discharge all
responsibilities to us. Inland American Real Estate Trust, Inc. will compete
with us for the time and attention of management and affiliates that provide
services to us, which may limit the amount of time that these people may spend
on our matters.

OUR BUSINESS MANAGER/ADVISOR AND ITS AFFILIATES RECEIVE COMMISSIONS, FEES AND
OTHER COMPENSATION BASED UPON OUR INVESTMENTS. We believe that the compensation
we will pay to our business manager/advisor and its affiliates is no more than
what we would pay for similar services performed by independent firms. Some
compensation is payable whether or not there is cash available to make
distributions to our stockholders. To the extent this occurs, our business
manager/advisor and its affiliates benefit from us retaining ownership of our
assets and leveraging our assets, while our stockholders may be better served by
sale or disposition or not leveraging the assets. In addition, the business
manager/advisor's ability to receive fees and reimbursements depends on our
continued investment in properties and in other assets which generate fees. Our
business manager/advisor receives fees based on the book value including
acquired intangibles of the properties under management. Our property managers
receive fees based on the income from properties under management. Therefore,
our business manager/advisor and/or property managers may recommend that we
purchase properties that generate fees for our business manager/advisor and
property managers, but are not necessarily the most suitable investment for our
portfolio. In addition, our affiliates, who receive fees, including our business
manager/advisor, may recommend that we acquire properties, which may result in
our incurring substantive amounts of indebtedness. Therefore, the interest of
the business manager/advisor and its affiliates in receiving fees may conflict
with the interest of our stockholders in earning income on their investment in
our common stock. Our business manager/advisor and its affiliates recognize that
they have a fiduciary duty to us and our stockholders, and have represented to
us that their actions and decisions will be made in the manner most favorable to
us and our stockholders.

While we will not make loans to our business manager/advisor or its affiliates,
we may borrow money from them for various purposes, including funding working
capital requirements. If we do, the terms, such as the interest rate, security,
fees and other charges, will be at least as favorable to us as those which would
be charged by unaffiliated lending institutions in the same locality on
comparable loans. Any money borrowed from an affiliate of The Inland Group is
expected to be repaid within 180 days.

Our business manager/advisor and its affiliates may do business with others who
do business with us, although presently there are no instances of this. However,
our business manager/advisor or its affiliates may not receive rebates or
participate in any reciprocal business arrangements which would have the effect
of circumventing our agreement with our business manager/advisor.

OUR BUSINESS MANAGER/ADVISOR MAY HAVE CONFLICTING FIDUCIARY OBLIGATIONS IF WE
ACQUIRE PROPERTIES WITH ITS AFFILIATES. Our business manager/advisor may cause
us to acquire an interest in a property through a joint venture with its
affiliates. Inland American Real Estate Trust, Inc. may acquire real estate
operating companies that may have been a historical or future source for
acquiring properties, which could create a conflict of interest for our company.
In addition, Inland American Real Estate Trust, Inc.'s offering, when it becomes
effective could potentially negatively impact arm's length negotiations due to
overlapping fiduciary duties owed by certain directors particularly arising in
the potential purchase of shopping or retails centers, and office buildings,
located in the United States. In these circumstances, our business
manager/advisor will have a fiduciary duty to both us and its affiliates
participating in the joint venture. In order to minimize the conflict between
these fiduciary duties, the advisory agreement provides guidelines for
investments in joint ventures with affiliates. In addition, our articles of
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incorporation require a majority of our disinterested directors to determine
that the transaction is fair and reasonable to

11—

us and is on terms and conditions no less favorable than from unaffiliated third
parties entering into the venture.

THERE IS COMPETITION FOR THE TIME AND SERVICES OF OUR BUSINESS MANAGER/ADVISOR.
We rely on our business manager/advisor and its affiliates for our daily
operation and the management of our assets. Personnel of our business
manager/advisor and its affiliates have conflicts in allocating their management
time, services and functions among the real estate investment programs they
currently service and any future real estate investment programs or other
business ventures which they may organize or serve. Our business manager/advisor
and its affiliates believe they have enough staff to perform their
responsibilities in connection with all of the real estate programs and other
business ventures in which they are involved. Inland American Real Estate Trust,
Inc. will compete with us for the time and attention of management and
affiliates that provide services to us, which may limit the amount of time that
these people may spend on our matters.

INLAND SECURITIES CORPORATION IS PARTICIPATING AS MANAGING DEALER IN THE SALE OF
THE SHARES. Inland Securities Corporation is the managing dealer of the offering
and is affiliated with The Inland Group. The managing dealer is entitled to
selling commissions and reimbursement for marketing and due diligence expenses.
The managing dealer may be subject to a conflict of interest arising out of its
participation in this offering and its affiliation with The Inland Group in
performing its "due diligence" obligations which arise under the Securities Act
of 1933. However, the managing dealer believes it has and will continue to
properly perform these "due diligence" activities. When it becomes effective,
Inland American Real Estate Trust, Inc.'s offering could negatively affect time
and effort spent on our capital raise and sales effort due to the efforts
related to the sales of shares by Inland American Real Estate Trust, Inc.

THE THIRD AND FOURTH PARAGRAPHS UNDER THIS HEADING WHICH STARTS ON PAGE 36 OF
OUR PROSPECTUS IS SUPERCEDED IN THE ENTIRETY TO READ AS FOLLOWS:

On February 11, 2005, a new property acquisition agreement was entered into
between Inland Real Estate Acquisitions, Inc., the Business Manager/Advisor,
and us. The property acquisition agreement grants us an exclusive right of
first refusal to acquire each and every Subject Property, as defined in the
agreement. A Subject Property is defined as any retail facility, mixed-use
property, or a single-user property identified by Acquisitions and located
within our market area. Our market area is defined in the agreement as the
geographic area located west of the Mississippi in the continental United
States but excluding the portion of the geographic area within a four hundred
(400) mile radius of Oak Brook, Illinois.

Acquisitions are owned by The Inland Group, and we are sponsored by Inland Real
Estate Investment Corporation. Inland Real Estate Investment Corporation and the
Advisor are owned by The Inland Group.

The property acquisition agreement previously entered into by the parties
dated September 18, 2003 has been terminated accordingly. The new property
acquisition agreement is filed as an exhibit to the registration statement of
which the prospectus is a part and is incorporated into this filing in its
entirety.

COMPENSATION TABLE
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WE HAVE SUPERCEDED THE FOLLOWING DESCRIPTION LOCATED UNDER THE
NONSUBORDINATED PAYMENTS AT THE OPERATIONAL STAGE WITHIN THE TABULAR SUMMARY
OF FEES AS DISCUSSED WHICH STARTS ON PAGE 43 OF OUR PROSPECTUS IN THE

ENTIRETY, TO READ AS FOLLOWS:

—-12-

TYPE OF COMPENSATION AND RECIPIENT

METHOD OF COMPENSATION

Property management fee paid to our property
managers, Inland US Management LLC, Inland
Southwest Management LLC and Inland Pacific
Property Services LLC. We will pay the fee
for services in connection with the rental,
leasing, operation and management of the
properties

We will compensate the Inland Mortgage
Servicing Corporation and Inland Mortgage
Investment Corporation for purchase, sale
and servicing of mortgages.
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We will pay a monthly fee of 4.5% of the
gross income from the properties. We

will also pay a monthly fee for any extra
services equal to no more than 90% of
that which would be payable to an
unrelated party providing the services.
The property managers may subcontract
their duties for a fee that may be less
than the fee provided for in the
management services agreements.

Inland Mortgage Servicing Corporation
charges us .3% per year on the first
billion dollars of mortgages serviced and
.01% thereafter. Effective May 1, 2005,
if the number of loans exceeds 100, a
monthly fee will be charged in the amount
of $190 per month, per loan being
serviced. If the amount of loans being
serviced are less than 100, then the
amount per month, per loan increases to
$225. Inland Mortgage Investment
Corporation charges us .2% of the
principal amount of each loan placed.

The compensation to these companies will
be approved by a majority of our
directors and a majority of our
independent directors as fair and
reasonable for us.

THE DISCUSSION UNDER THIS SECTION "COMPENSATION TO OFFICERS AND DIRECTORS" ON

THE DIRECTOR FEES, WHICH STARTS ON PAGE 47 OF OUR PROSPECTUS,

SHOULD READ AS
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