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PART I

All share amounts and dollar amounts in this Form 10-K in Items 1. through 7A. are stated in thousands with the exception of per share

amounts. Operating portfolio information presented in this report excludes one non-stabilized operating property, unless otherwise noted. We
define non-stabilized properties as those properties that have not achieved 90% or greater occupancy since their development and have been

operational for less than one year. In this report, all references to we, our, and us refer collectively to Inland Western Retail Real
Estate Trust, Inc. and its subsidiaries, including consolidated joint ventures.

Item 1. Business

General

We are a fully integrated, self-administered and self-managed real estate company that owns and operates high quality, strategically located
shopping centers, as well as single-user retail properties. We are one of the largest owners and operators of shopping centers in the United
States. As of December 31, 2011, our retail operating portfolio consisted of 259 properties with approximately 34,649,000 square feet of gross
leasable area, or GLA, was geographically diversified across 35 states and included power centers, community centers, neighborhood centers
and lifestyle centers, as well as single-user retail properties. Our retail properties are primarily located in retail districts within densely populated
areas in highly visible locations with convenient access to interstates and major thoroughfares. Our retail properties have a weighted average
age, based on annualized base rent, or ABR, of approximately 9.8 years since the initial construction or most recent major renovation. As of
December 31, 2011, our retail operating portfolio was 90.4% leased, including leases signed but not commenced. In addition to our retail
operating portfolio, as of December 31, 2011, we also held interests in 15 other consolidated operating properties, including 12 office properties
and three industrial properties, as well as 24 retail operating properties held by three unconsolidated joint ventures, one non-stabilized retail
operating property and three retail properties under development. The following summarizes our consolidated operating portfolio as of
December 31, 2011:

Percent Leased

Number of GLA Percent and Leases
Description Properties  (in thousands) Leased Signed (a)
Retail
Wholly-owned 204 28,108 87.4% 90.2%
Consolidated joint venture 55 6,541 90.2% 91.3%
Total retail operating portfolio 259 34,649 87.9% 90.4%
Office/Industrial
Wholly-owned 15 4,658 97.5% 97.5%
Total consolidated operating
portfolio 274 39,307 89.1% 91.2%

(a)  Includes leases signed but not commenced.
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As of December 31, 2011, over 90% of our shopping centers, based on GLA, were anchored or shadow anchored by a grocer, discount
department store, wholesale club or retailer that sells basic household goods or clothing, including Target, TJX Companies, PetSmart, Best Buy,
Bed Bath & Beyond, Home Depot, Kohl s, Wal-Mart, Publix and Lowe s. Overall, we have a broad and highly diversified retail tenant base that
includes approximately 1,500 tenants with no one tenant representing more than 3.3% of the total ABR generated from our retail operating
properties, or our retail ABR.

Operating History

We are a Maryland corporation formed in March 2003 and have been publicly held and subject to U.S. Securities and Exchange Commission

(SEC) reporting obligations since 2003. As of December 31, 2011, we had over 111,000 shareholders of record. We were initially sponsored by
The Inland Group, Inc. (The Inland Group) and its affiliates, but we have not been affiliated with The Inland Group since the internalization of
our management in November 2007.

Competition

In seeking new investment opportunities, we compete with other real estate investors, including pension funds, insurance companies, foreign
investors, real estate partnerships, other real estate investment trusts (REITSs), private individuals and other real estate companies, some of which
have greater financial resources than we do. With respect to properties presently owned by us, we compete with other owners of like properties
for tenants. There can be no assurance that we will be able to successfully compete with such entities in development, acquisition, and leasing
activities in the future.

Our business is inherently competitive. Property owners, including us, compete on the basis of location, visibility, quality and aesthetic value of
construction, volume of traffic, strength and name recognition of tenants and other factors. These factors combine
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to determine the level of occupancy and rental rates that we are able to achieve at our properties. Further, our tenants compete with other forms
of retailing, including e-commerce, catalog companies and direct consumer sales. We may, at times, compete with newer properties or those in
more desirable locations. To remain competitive, we evaluate all of the factors affecting our centers and try to position them accordingly. For
example, we may decide to focus on renting space to specific retailers who will complement our existing tenants and increase traffic. We
believe the principal factors that retailers consider in making their leasing decisions include:

. consumer demographics;

. quality, design and location of properties;

. total number and geographic distribution of properties;

. diversity of retailers and anchor tenants at shopping center locations;
. management and operational expertise; and

. rental rates.

Based on these factors, we believe that the size and scope of our property portfolio, as well as the overall quality and attractiveness of our
individual properties, enables us to compete effectively for retail tenants in our local markets. Because our revenue potential may be linked to
the success of retailers, we indirectly share exposure to the same competitive factors that our retail tenants experience in their respective markets
when trying to attract individual shoppers. These dynamics include general competition from other regional shopping centers, including outlet
malls and other discount shopping centers, as well as competition with discount shopping clubs, catalog companies, Internet sales and
telemarketing.

Tax Status

We have elected to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code of 1986, as amended, or the Code. To
maintain our qualification as a REIT, we must meet a number of organizational and operational requirements, including a requirement that we
annually distribute at least 90% of our REIT taxable income to our shareholders, determined without regard to the deduction for dividends paid
and excluding net capital gains. As a REIT, we generally are not subject to U.S. federal income tax on the taxable income we currently
distribute to our shareholders. If we fail to qualify as a REIT in any taxable year, we will be subject to U.S. federal income tax at regular
corporate tax rates. Even if we qualify for taxation as a REIT, we may be subject to certain state and local taxes on our income, property or net
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worth and U.S. federal income and excise taxes on our undistributed income. We have one wholly-owned consolidated subsidiary that has
elected to be treated as a taxable REIT subsidiary, or TRS, for U.S federal income tax purposes. A TRS is taxed on its net income at regular
corporate tax rates. The income tax expense incurred as a result of the TRS has not had a material impact on our consolidated financial
statements.

Regulation

General

The properties in our portfolio are subject to various laws, ordinances and regulations, including regulations relating to common areas. We
believe each of the existing properties has the necessary permits and approvals to operate its business.

Americans with Disabilities Act

Our properties must comply with Title III of the Americans with Disabilities Act, or ADA, to the extent that such properties are public

accommodations as defined by the ADA. The ADA may require removal of structural barriers to access by persons with disabilities in certain

public areas of our properties where such removal is readily achievable. We believe the existing properties are in substantial compliance with

the ADA and that we will not be required to make substantial capital expenditures to address the requirements of the ADA. Refer to Item 1A.
Risk Factors for more information regarding compliance with the ADA.

Environmental Matters

Under various federal, state or local laws, ordinances and regulations, as a current or former owner or operator of real property, we may be liable
for costs and damages resulting from the presence or release of hazardous substances, waste, or petroleum products at, on, in, under or from such
property, including costs for investigation, remediation, natural resource damages or third party liability for personal injury or property damage.
These laws often impose liability without regard to whether the owner or operator knew of, or was responsible for, the presence or release of
such materials, and the liability may be joint and several.

Independent environmental consultants have conducted Phase I Environmental Site Assessments or similar environmental audits for all of our
investment properties at the time they were acquired. A Phase I Environmental Site Assessment is a written report that identifies existing or
potential environmental conditions associated with a particular property. These environmental site assessments
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generally involve a review of records and visual inspection of the property but do not include soil sampling or ground water analysis. These
environmental site assessments have not revealed, nor are we aware of, any environmental liability that we believe will have a material adverse
effect on our operations. Refer to Item 1A. Risk Factors for more information regarding environmental matters.

Insurance

We carry comprehensive liability, fire, extended coverage, earthquake, terrorism and rental loss insurance covering all of the properties in our
portfolio under a blanket policy. We believe the policy specifications and insured limits are appropriate given the relative risk of loss, the cost of
the coverage and industry practice and, in the opinion of our management, the properties in our portfolio are adequately insured. Our terrorism
insurance is subject to exclusions for loss or damage caused by nuclear substances, pollutants, contaminants and biological and chemical
weapons. We do not carry insurance for generally uninsured losses such as loss from riots or acts of God. In addition, we carry terrorism
insurance on all of our properties in an amount and with deductibles which we believe are commercially reasonable. See Item 1A. Risk Factors
for more information.

Employees

As of December 31, 2011, we had 265 employees.

Access to Company Information

We make available, free of charge, through our website and by responding to requests addressed to our investor relations group, our Annual
Report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports and proxy statements.
These reports are available as soon as reasonably practical after such material is electronically filed or furnished to the SEC. Our website
address is www.inland-western.com. The information contained on our website, or other websites linked to our website, is not part of this
document.

Shareholders wishing to communicate directly with the board of directors or any committee can do so by writing to the attention of the Board of
Directors or committee in care of Inland Western Retail Real Estate Trust, Inc. at 2901 Butterfield Road, Oak Brook, Illinois 60523.

Item 1A. Risk Factors

In evaluating our company, careful consideration should be given to the following risk factors, in addition to the other information included in
this annual report. Each of these risk factors could adversely affect our business operating results and/or financial condition, as well as adversely
affect the value of an investment in our stock. In addition to the following disclosures, please refer to the other information contained in this

10



Edgar Filing: INLAND WESTERN RETAIL REAL ESTATE TRUST INC - Form 10-K

report including the consolidated financial statements and the related notes.

RISKS RELATING TO OUR BUSINESS AND OUR PROPERTIES

There are inherent risks associated with real estate investments and with the real estate industry, each of which could have an adverse
impact on our financial performance and the value of our retail properties.

Real estate investments are subject to various risks and fluctuations and cycles in value and demand, many of which are beyond our control. Our
financial performance and the value of our properties can be affected by many of these factors, including the following:

. adverse changes in financial conditions of buyers, sellers and tenants of our properties, including bankruptcies, financial difficulties,
or lease defaults by our tenants;

. the national, regional and local economy, which may be negatively impacted by concerns about inflation, deflation and government
deficits (including the European sovereign debt crisis), high unemployment rates, decreased consumer confidence, industry slowdowns, reduced
corporate profits, liquidity concerns in our markets and other adverse business concerns;

. local real estate conditions, such as an oversupply of, or a reduction in demand for, retail space or retail goods, and the availability
and creditworthiness of current and prospective tenants;

. vacancies or ability to rent space on favorable terms, including possible market pressures to offer tenants rent abatements, tenant
improvements, early termination rights or below-market renewal options;

. changes in operating costs and expenses, including, without limitation, increasing labor and material costs, insurance costs, energy
prices, environmental restrictions, real estate taxes, and costs of compliance with laws, regulations and government policies, which we may be
restricted from passing on to our tenants;

11
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. fluctuations in interest rates, which could adversely affect our ability, or the ability of buyers and tenants of properties, to obtain
financing on favorable terms or at all;

. competition from other real estate investors with significant capital, including other real estate operating companies, publicly traded
REITs and institutional investment funds;

. the convenience and quality of competing retail properties and other retailing options such as the Internet;

. perceptions by retailers or shoppers of the safety, convenience and attractiveness of the retail property;

. inability to collect rent from tenants;

. our ability to secure adequate insurance;

. our ability to provide adequate management services and to maintain our properties;

. changes in, and changes in enforcement of, laws, regulations and governmental policies, including, without limitation, health, safety,

environmental, zoning and tax laws, government fiscal policies and the ADA; and

. civil unrest, acts of war, terrorist attacks and natural disasters, including earthquakes and floods, which may result in uninsured and
underinsured losses.

In addition, because the yields available from equity investments in real estate depend in large part on the amount of rental income earned, as
well as property operating expenses and other costs incurred, a period of economic slowdown or recession, declining demand for real estate, or
the public perception that any of these events may occur, could result in a general decline in rents or an increased incidence of defaults among
our existing leases, and, consequently, our properties, including those held by joint ventures, may fail to generate revenues sufficient to meet
operating debt service and other expenses. As a result, we may have to borrow amounts to cover fixed costs, and our financial condition, results
of operations, cash flow and our ability to satisfy our principal and interest obligations and to make distributions to our shareholders may be
adversely affected.

12
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Continued economic weakness from the severe economic recession that the U.S. economy recently experienced may materially and adversely
affect our financial condition and results of operations.

The U.S. economy is still experiencing weakness from the recent severe recession, which resulted in increased unemployment, the bankruptcy or
weakened financial condition of a number of large retailers, decreased consumer spending, a decline in residential and commercial property
values and reduced demand and rental rates for retail space. Although the U.S. economy has emerged from the recent recession, high levels of
unemployment have persisted, and rental rates and valuations for retail space have not fully recovered to pre-recession levels and may not for a
number of years. If the economic recovery slows or stalls, we may continue to experience downward pressure on the rental rates we are able to
charge as leases signed prior to the recession expire, and tenants may declare bankruptcy, announce store closings or fail to meet their lease
obligations, any of which could adversely affect our cash flow, financial condition and results of operations.

Substantial international, national and local government spending and increasing deficits may adversely impact our business, financial
condition and results of operations.

The values of, and the cash flows from, the properties we own are affected by developments in global, national and local economies. As a result
of the recent severe recession and the significant government interventions, federal, state and local governments have incurred record deficits
and assumed or guaranteed liabilities of private financial institutions or other private entities. These increased budget deficits and the weakened
financial condition of federal, state and local governments may lead to reduced governmental spending, tax increases, public sector job losses,
increased interest rates, currency devaluations or other adverse economic events, which may directly or indirectly adversely affect our business,
financial condition and results of operations.

We face significant competition in the leasing market, which may decrease or prevent increases in the occupancy and rental rates of our
properties.

We have acquired and intend to continue to acquire properties located in developed areas. Consequently, we compete with numerous
developers, owners and operators of retail properties, many of which own properties similar to, and in the same market areas as, our properties.
If our competitors offer space at rental rates below current market rates, or below the rental rates we currently charge our tenants, we may lose
existing or potential tenants and we may be pressured to reduce our rental rates below those we currently charge in order to attract new tenants
and retain existing tenants when their leases expire. Also, if our competitors develop additional retail properties in locations near our properties,
there may be increased competition for customer traffic and creditworthy tenants, which may result in fewer tenants or decreased cash flow from
tenants, or both, and may require us to make capital improvements to properties that we would not have otherwise made. As a result, our
financial condition and our ability to make distributions to our shareholders may be adversely affected.

13
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We may be required to make rent or other concessions and/or significant capital expenditures to improve our properties in order to retain
and attract tenants, which could adversely affect our financial condition, results of operations and cash flow.

In order to attract new tenants and retain existing tenants, we may be required to offer more substantial rent abatements, tenant improvements
and early termination rights or accommodate requests for renovations, build-to-suit remodeling and other improvements or provide additional
services to our tenants. As a result, we may have to make significant capital or other expenditures in order to retain tenants whose leases expire
and to attract new tenants in sufficient numbers, which could adversely affect our results of operations and cash flow. Additionally, if we need
to raise capital to make such expenditures and are unable to do so, or such capital is otherwise unavailable, we may be unable to make the
required expenditures. This could result in non-renewals by tenants upon expiration of their leases, which could adversely affect our financial
condition, results of operations and cash flow.

Rents associated with new leases for the properties in our portfolio may be less than expiring rents (lease roll-down), which may adversely
affect our financial condition, results of operations and cash flow.

Our operating results depend upon our ability to maintain and increase rental rates at our properties while also maintaining or increasing
occupancy. As a result of various factors, including competitive pricing pressure in our markets and the recent severe recession, the rental rates
that we charge tenants have generally declined and our ability to maintain our current rental rates or increase those rates in the future may be
limited. Since current rental rates have declined as compared to expiring leases in our portfolio, the rental rates for expiring leases may be
higher than starting rental rates for new leases and we may also be required to offer greater rental concessions than we have historically. The
rental rate spread between expiring leases and new leases may vary both from property to property and among different leased spaces within a
single property. If we are unable to obtain sufficient rental rates across our portfolio, our results of operations and cash flow and our ability to
satisfy our debt obligations and make distributions to our shareholders will be adversely affected.

We have experienced aggregate net losses attributable to Company shareholders for the years ended December 31, 2011, 2010 and 2009, and
we may experience future losses.

We had net losses attributable to Company shareholders of approximately $72,609, $95,843 and $112,335 for the years ended December 31,
2011, 2010 and 2009, respectively. If we continue to incur significant net losses in the future or such losses increase, our financial condition,
results of operations, cash flow and our ability to service our indebtedness and make distributions to our shareholders could be materially and
adversely affected.

We have a high concentration of properties in the Dallas-Fort Worth-Arlington area, and adverse economic and other developments in that
area could have a material adverse effect on us.

As of December 31, 2011, approximately 11.8% of the GLA and approximately 15.0% of the ABR from our retail operating portfolio were
represented by properties located in the Dallas-Fort Worth-Arlington area. As a result, we are particularly susceptible to adverse economic and
other developments in this area, including increased unemployment, industry slowdowns, business layoffs or downsizing, decreased consumer
confidence, relocations of businesses, changes in demographics, increases in real estate and other taxes, increased regulation, and natural
disasters, any of which could have a material adverse effect on us.

14
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Our inability to collect rents from tenants may negatively impact our financial condition and our ability to make distributions to our
shareholders.

Substantially all of our income is derived from rentals of real property. Therefore, our financial condition, results of operations and cash flow
materially depend on the financial stability of our tenants, any of which may experience a change in their business at any time, and our ability to
continue to lease space in our properties on economically favorable terms. If the sales of stores operating in our centers decline sufficiently,
tenants might be unable to pay their existing minimum rents or expense recovery charges, since these rents and charges would represent a higher
percentage of their sales, and new tenants might be less willing to pay minimum rents as high as they would otherwise pay. Further, tenants may
delay lease commencements, decline to extend or renew a lease upon its expiration or on terms favorable to us, or exercise early termination
rights (to the extent available). If a number of our tenants are unable to make their rental payments to us and otherwise meet their lease
obligations, our ability to meet debt and other financial obligations and to make distributions to our shareholders may be adversely affected.

We may be unable to renew leases, lease vacant space or re-let space as leases expire, which could adversely affect our financial condition
and results of operations.

Approximately 12.1%, excluding leases signed but not commenced, of the total GLA in our retail operating portfolio was vacant as of
December 31, 2011. In addition, leases accounting for approximately 32.2% of the ABR in our retail operating portfolio as of December 31,
2011 are scheduled to expire between 2012 and 2014. We cannot assure you that leases will be renewed or that our properties will be re-let at
net effective rental rates equal to or above the current average net effective rental rates or that substantial rent abatements, tenant improvements,
early termination rights or below-market renewal options will not be offered to attract new
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tenants or retain existing tenants. If the rental rates for our properties decrease, our existing tenants do not renew their leases or we do not re-let
a significant portion of our available space and space for which leases will expire, our financial condition, results of operations, cash flow and
cash available for distributions could be adversely affected.

If any of our anchor tenants experience a downturn in their business or terminate their leases, our financial condition and results of
operations could be adversely affected.

Our financial condition and results of operations could be adversely affected in the event of a downturn in the business, or the bankruptcy or
insolvency, of any anchor store or anchor tenant, particularly an anchor tenant with multiple store locations. Anchor tenants generally occupy
large amounts of square footage, pay a significant portion of the total rents at a property and contribute to the success of other tenants by
drawing significant numbers of customers to a property. The closing of one or more anchor stores at a property could adversely affect that
property and result in lease terminations by, or reductions in rent from, other tenants whose leases permit termination or rent reduction in those
circumstances or whose own operations may suffer as a result of the anchor store closing. For example, in 2008 and 2009, three of our anchor
tenants, Mervyns, Linens n Things and Circuit City, declared bankruptcy, resulting in approximately 3,245,000 square feet of vacant retail space
and a decrease in rental income of approximately $34,838. Additional bankruptcies or insolvencies of, or store closings by, our anchor tenants
could significantly increase vacancies and reduce our rental income. If we are unable to re-let such space on similar terms and in a timely
manner, our financial condition, results of operations and ability to make distributions to our shareholders could be materially and adversely
affected.

Many of the leases at our retail properties contain co-tenancy or go-dark provisions, which, if triggered, may allow tenants to pay
reduced rent, cease operations or terminate their leases, any of which could adversely affect our financial condition and results of operations
and/or the value of the applicable property.

Many of the leases at our retail properties contain co-tenancy provisions that condition a tenant s obligation to remain open, the amount of rent
payable by the tenant or the tenant s obligation to continue occupancy on certain conditions, including: (i) the presence of a certain anchor tenant
or tenants; (ii) the continued operation of an anchor tenant s store; and (iii) minimum occupancy levels at the applicable property. If a co-tenancy
provision is triggered by a failure of any of these or other applicable conditions, a tenant could have the right to cease operations at the

applicable property, terminate its lease early or have its rent reduced. In periods of prolonged economic decline such as the recent recession,

there is a higher than normal risk that co-tenancy provisions will be triggered due to the higher risk of tenants closing stores or terminating leases
during these periods. For example, the effects of recent tenant bankruptcies triggered some co-tenancy clauses in certain other tenant leases,
which provided certain of these tenants with immediate reductions in their annual rents and permitted them to terminate their leases if an
appropriate replacement was not found within the allotted time period. In addition to these co-tenancy provisions, certain of the leases at our
retail properties contain go-dark provisions that allow the tenant to cease operations at the applicable property while continuing to pay rent. This
could result in decreased customer traffic at the applicable property, thereby decreasing sales for our other tenants at that property, which may
result in our other tenants being unable to pay their minimum rents or expense recovery charges. These provisions also may result in lower

rental revenue generated under the applicable leases. To the extent co-tenancy or go-dark provisions in our retail leases result in lower revenue

or tenant sales or in tenants rights to terminate their leases early or to have their rent reduced, our financial condition and results of operations
and the value of the applicable property could be adversely affected.

We may be unable to collect balances due on our leases from any tenants in bankruptcy, which could adversely affect our cash flow and the
amount of cash available for distribution to our shareholders.
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Our leases generally do not contain provisions designed to ensure the creditworthiness of the tenant, and a number of companies in the retail
industry, including some of our tenants, have declared bankruptcy or voluntarily closed certain of their stores in recent years. We cannot assure
you that any tenant that files for bankruptcy protection will continue to pay us rent. Any or all of the tenant s or a guarantor of a tenant s lease
obligations could be subject to a bankruptcy proceeding pursuant to Chapter 11 or Chapter 7 of the bankruptcy laws of the United States. Such a
bankruptcy filing would bar all efforts by us to collect pre-bankruptcy rents from these entities or their properties, unless we receive an order
from the bankruptcy court permitting us to do so. A tenant or lease guarantor bankruptcy could delay our efforts to collect past due balances
under the relevant leases, and could ultimately preclude collection of these sums. If a lease is rejected by a tenant in bankruptcy, we would only
have a general unsecured claim for damages. This claim could be paid only in the event funds were available, and then only in the same
percentage as that realized on other unsecured claims, and our claim would be capped at the rent reserved under the lease, without acceleration,
for the greater of one year or 15% of the remaining term of the lease, but not greater than three years, plus rent already due but unpaid.
Therefore, if a lease is rejected, it is unlikely we would receive any payments from the tenant, or we would receive substantially less than the full
value of any unsecured claims we hold, which would result in a reduction in our rental income, cash flow and in the amount of c