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     The registrant hereby amends this registration statement on such dates or date as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
registration statement shall become effective on such date as the Commission, acting pursuant to said Section 8(a),
may determine.

2,500,000 COMMON SHARES
INVESTORS REAL ESTATE TRUST (IRET)

Common Shares of Beneficial Interest
Minimum Purchase of 100 Shares

      The Company is a self-advised real estate investment trust (REIT) that, through its operating partnership, IRET
Properties, is  engaged in acquiring, owning, and leasing multi-family and commercial real estate. IRET is listed on
the Nasdaq Small Cap Market under the symbol "IRETS."

      We intend to use the proceeds of this offering to construct two 73-unit apartment buildings in Rochester,
Minnesota and two 67-unit apartment buildings in Bismarck, North Dakota.

      The shares of beneficial interest being offered are the functional equivalent of common stock and hold the rights
and preferences normally associated with common stock.

Per Share
Total if all

shares sold Percentage
Public Offering Price $8.75 $ 21,875,000 100%
    Less Selling Commission $  .70 $   1,750,000     8%
Proceeds to us before expenses $8.05 $ 20,125,000 92%

      After the payment of all fees and expenses associated with this offering and assuming all the shares are sold, IRET
will receive approximately $20,066,500 or 91.735% of the sale proceeds.

Investing involves certain risks. See page 4.  Some, but not all of the risks to consider are:

The fixed $8.75 price of shares under this offering may be priced higher than the current Nasdaq price. 
You may be paying more for your IRET shares than necessary.
This is a best efforts offering.  Even if we do not sell enough shares to fund construction of the planned
apartment complexes in Rochester, MN and Bismarck, ND, we will not return any portion of you
investment.
The book value of the shares available under this offering is substantially less than the purchase price of
$8.75 per share.
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To preserve our status as a REIT, IRET may redeem its shares from any shareholder at anytime for the
fair value of the shares at the time of redemption or IRET may refuse to transfer shares to any person. 

      The shares will be offered on a best efforts basis by broker/dealers who have signed a  sales agreement and are
registered with the National Association of Securities Dealers (NASD).  The broker/dealers are not required to sell a
specific number or dollar amount of shares.  The broker/dealers will be paid an 8% commission on each share sold. 
Any money received from investors will go immediately to IRET and will not be placed in escrow or trust.  This
offering will end on the earlier of one year from the date of this prospectus or when all shares have been sold. 
Broker/dealers who have agreed to sell the shares are listed on page 20.

These securities have not been approved or disapproved by the Securities and Exchange Commission or any
State Securities Commission nor has the Commission or any State Securities Commission passed upon the
accuracy or adequacy of this prospectus.  Any representation to the contrary is a criminal offense.

Effective Date: December  _____, 2001 Prospectus

Table of Contents

Prospectus Summary Index Page
Prospectus Summary.................................................................................................... S-1
IRET................................................................................................................ S-1
Investment Risks.......................................................................................................... S-1
Business...................................................................................................................... S-2
IRET's Real Estate Portfolio........................................................................................... S-3
This Offering & Plan of Distribution.................................................................................. S-4
Use of Proceeds........................................................................................................... S-5
Unaudited Quarterly Financial Data - Quarter Ending 07/31/2001...................................... S-5
      Summary Operating Data - First Quarter Fiscal 2002 - May 1, 2001 to July 31, 2001... S-5
      Statement of Operations for the Three-Month Period Ending July 31, 2001 and 2000..... S-6
      Selected Financial Data........................................................................................... S-6
      Summary Operating Data Last Three Fiscal Years..................................................... S-7
      Selected Financial Data for IRET for Three Years Ended April 30................................. S-7
      Funds From Operations........................................................................................... S-7
      Recent Developments.............................................................................................. S-8
      Revenues............................................................................................................... S-8
      Capital Gain Income................................................................................................ S-8
      Acquisition of Interlachen Corporate Center  - Edina, Minnesota.................................. S-8
      Acquisition of Retail Strip Center - Cottage Grove, Minnesota..................................... S-9
Price Range of Common Shares and Distributions........................................................... S-9
Legal Matters............................................................................................................... S-10
Experts  ...................................................................................................................... S-10
Available Information Concerning IRET............................................................................ S-10

 Securities and Exchange Commission...................................................................... S-10
 Reports to Security Holders..................................................................................... S-10

     Additional Information.............................................................................................. S-10
Prospectus
The Company............................................................................................................... 1
      Selected Financial Information for the Past Three Years............................................. 2
      Real Estate Investment by State for the Last Three Years Ended April 30.................... 2
      Commercial Square Footage for the Last Three Years Ended April 30.......................... 3
      Apartment Units Owned for the Last Three Years Ended April 30................................. 3

Edgar Filing: INVESTORS REAL ESTATE TRUST - Form S-11/A

Amount ofRegistration Fee 3



      Gross Revenue from Real Estate Activities for the Last Three Years 
            Ended April 30.................................................................................................. 4
      Net Income from Real Estate Activities for the Last Three Years 
            Ended April 30.................................................................................................. 4
Risk Factors................................................................................................................. 4
 Price of Shares May be Higher than Nasdaq Price..................................................... 4

      Price Exceeds Book Value...................................................................................... 5
      High Leverage on Individual Properties or the Overall Portfolio May
           Result in Losses............................................................................................... 5
      Inability to Sell all the Shares May Prevent Completion of Rochester 
           or Bismarck Apartments.................................................................................... 6
      Delay or Increased Costs of the Apartments to be Built in Rochester or
           Bismarck Could Negatively Impact Earnings........................................................ 6
      Geographic Concentration in North Dakota and Minnesota May Result In Losses......... 7
      Senior Securities will be Paid Before IRET Shares..................................................... 8
      Current and Future Commercial Vacancy May Negatively Impact Earnings................... 8
      Mortgage Lending May Result in Losses................................................................... 9

Prospectus Page
     Mortgage Loans Receivable..................................................................................... 9
      Lack of Employment Contracts May Prevent IRET from Retaining Qualified                  
Management.................................................................................................... 10
      Environmental Liability May Result in Significant Losses............................................ 10
      Competition May Negatively Impact IRET's Earnings.................................................. 10
      Low Trading Volume of IRET on the Nasdaq will Prevent the Timely
            Resale of Shares.............................................................................................. 11
      Ability of IRET's Board of Trustees to Change Policy Without
            Shareholder Approval......................................................................................... 11
      Certain Restrictions on Transfer of Shares May Result in Losses................................ 11
      IRET Does Not Carry Insurance Against All Possible Losses...................................... 12
      Adverse Changes in Laws May Affect Our Potential Liability Relating 
           to the Properties and Our Operations.................................................................. 12
      Potential Effect on Costs and Investment Strategy from Compliance with
            Laws Benefiting Disabled Persons...................................................................... 13
      Potential Inability to Renew, Repay or Refinance Our Debt Financing........................... 13
      Increase in Cost of Indebtedness Due to Rising Interest Rates.................................... 14
      Potential Incurrence of Additional Debt and Related Debt Service................................ 14
      Potential Liability Under Environmental Laws............................................................. 14
      Provisions Which Could Limit a Change in Control or Deter a Takeover........................ 15
      Tax Liabilities as a Consequence of Failure to Qualify as a REIT................................. 16
      Conflicts of Interest May Negatively Impact the Financial Performance
           of IRET............................................................................................................. 16
Front-End Fees and Costs Associated With This Offering................................................. 18
Offering Compensation.................................................................................................. 18
Determination of Offering Price....................................................................................... 19
Effective Date of Offering................................................................................................ 19
Dilution........................................................................................................................ 19
Plan of Distribution........................................................................................................ 20
Who May Invest............................................................................................................ 21
Use of Proceeds........................................................................................................... 21
Selected Financial Data for IRET for Five Years Ended April 30......................................... 24
Management's Discussion and Analysis of Financial Conditions 
     and Results of Operations........................................................................................ 25
     General.................................................................................................................. 25
 Results from Operations - Three-Month Periods 
           Ended July 31, 2001, and 2000............................................................................ 26
      Revenues............................................................................................................... 26

Edgar Filing: INVESTORS REAL ESTATE TRUST - Form S-11/A

Amount ofRegistration Fee 4



      Capital Gain Income................................................................................................ 26
      Expenses and Net Income....................................................................................... 26
      Comparison of Commercial and Residential Properties............................................... 27
      Net Real Estate Operating Income............................................................................ 27
      Occupancy Rates................................................................................................... 28
      Property Acquisitions and Dispositions..................................................................... 28
      Funds From Operations........................................................................................... 28
      Dividends................................................................................................................ 29
      Liquidity and Capital Resources................................................................................ 30

 Results from Operations for the Fiscal Years Ended
           April 30, 2001, 2000 and 1999............................................................................ 31
      Revenues............................................................................................................... 31
      Capital Gain Income................................................................................................ 31
      Expenses and Net Income....................................................................................... 32
      Telephone Endorsement Fee.................................................................................... 32
      Comparison of Results from Commercial and Residential Properties............................ 33
      Charge for Impairment of Value Fiscal 2000............................................................... 33
      Commercial Properties - Analysis of Lease Expirations and Credit Exposure............... 33
      Significant Properties.............................................................................................. 34
      Significant Tenants of IRET...................................................................................... 36
      Current Economic Slowdown.................................................................................... 36
      Results from Stabilized Properties............................................................................ 36
      Funds From Operations........................................................................................... 37
      Self-Advised Status................................................................................................. 38
      Property Acquisitions.............................................................................................. 39
      Property Dispositions.............................................................................................. 41
      Dividends............................................................................................................... 42

Prospectus Page
      Liquidity and Capital Resources............................................................................... 42
      Impact of Inflation.................................................................................................... 44
General Information As To Investors Real Estate Trust...................................................... 45
      Organization of IRET............................................................................................... 45
      Governing Instruments of IRET................................................................................. 45
      Independent Trustees.............................................................................................. 45
      Non-Independent Trustees....................................................................................... 45
      Shareholder Meetings.............................................................................................. 45
      Structure of IRET.................................................................................................... 46
Policy With Respect To Certain Activities........................................................................ 46
      To Issue Senior Securities....................................................................................... 46
      Senior Securities Outstanding as of April 30.............................................................. 47
      To Borrow Money.................................................................................................... 47
      To Loan Money....................................................................................................... 48
      Mortgage Loans Receivable..................................................................................... 48
      To Invest in the Securities of Other Companies for Purposes
          of Exercising Control........................................................................................... 48
      To Underwrite Securities of Other Issuers.................................................................. 49
      To Engage in the Purchase and Sale or Turnover of Investments.................................. 49
      To Offer Securities in Exchange for Property.............................................................. 49
      To Purchase or Otherwise Re-Acquire Its Shares or Other Securities........................... 49
      To Make Annual and Other Reports Available to Shareholders..................................... 50
Investment Policies of IRET............................................................................................ 50
      Investments in Real Estate or Interests in Real Estate................................................ 50
      Investments in Real Estate Mortgages...................................................................... 51
      Investments in the Securities of or Interest in Persons Primarily
            Engaged in Real Estate Activities and Other Securities........................................ 52
Description of Real Estate............................................................................................. 53

Edgar Filing: INVESTORS REAL ESTATE TRUST - Form S-11/A

Amount ofRegistration Fee 5



      Commercial Real Estate.......................................................................................... 53
      Residential Real Estate........................................................................................... 59
      Fiscal Year 2001 Property Sales & Acquisitions........................................................ 66
      Fiscal 2001 Property Acquisitions for Year Ended April 30, 2001................................. 66
      Title....................................................................................................................... 67
      Insurance............................................................................................................... 67
      Planned Improvements............................................................................................ 67
      Occupancy ............................................................................................................ 67
      Material Lease Terms.............................................................................................. 67
Shares Available for Future Sale..................................................................................... 68
Operating Partnership Agreement................................................................................... 70
      IRET, Inc. is the Sole General Partner....................................................................... 70
      Transferability of Limited Partnership and General Partnership Interests....................... 70
      Proceeds of this Offering will be Capital Contributions to IRET Properties..................... 71
      Exchange Rights of Limited Partners........................................................................ 72
      Operation of IRET Properties and Payment of Expenses............................................. 73
      Distributions and Liquidation.................................................................................... 73
      Allocations............................................................................................................. 73
      Term...................................................................................................................... 74
      Fiduciary Duty........................................................................................................ 74
      Tax Matters............................................................................................................ 74
Tax Treatment of IRET and Its Shareholders.................................................................... 75
      Federal Income Tax................................................................................................. 75
      State and Local Income Taxation.............................................................................. 76
      Taxation of IRET's Shareholders............................................................................... 76

Prospectus Page
      Taxation of IRA's, 401K's, Pension Plans and Other Tax-exempted Shareholders......... 77
      IRET Reporting to the IRS and Backup Withholding.................................................... 77
Tax Treatment of IRET Properties and Its Limited Partners................................................ 78
      Classification as a Partnership................................................................................. 78
Income Taxation of IRET Properties and Its Partners........................................................ 79
      Partners and not IRET Properties Subject to Tax....................................................... 79
      Partnership Allocation Income, Losses and Capital Gain............................................ 79
      Tax Allocations with Respect to Contributed Property................................................. 79
      Tax Basis in IRET Properties................................................................................... 80
      Sale of Real Estate................................................................................................. 80
ERISA and Prohibited Transaction Considerations........................................................... 81
      Status of IRET and IRET Properties under ERISA...................................................... 81
Market Price of and Dividends on IRET's Shares of Beneficial Interest................................ 83
      Market for IRET Shares of Beneficial Interest............................................................. 83
      Prior Share Offering Price........................................................................................ 84
      Share Buyback Program.......................................................................................... 84
      Shares Outstanding and Number of Shareholders...................................................... 85
      Distributions Payable Last Five Years....................................................................... 85
Dividend Reinvestment Plan........................................................................................... 86
Description of IRET's Shares of Beneficial Interest........................................................... 86
      Ownership and Transfer Restrictions......................................................................... 87
Legal Proceeding.......................................................................................................... 87
Management................................................................................................................ 88
      Directors and Executive Officers............................................................................... 88
      Executive Compensation......................................................................................... 89
      Trustee Compensation............................................................................................. 91
      Security Ownership of Management and Trustees...................................................... 91
Certain Relationships and Related Transactions............................................................... 93
      Management Services............................................................................................. 93
      Acquisition of Odell-Wentz & Associates, L.L.C........................................................ 93
     Property Management Services................................................................................ 93

Edgar Filing: INVESTORS REAL ESTATE TRUST - Form S-11/A

Amount ofRegistration Fee 6



      Security Sales Services........................................................................................... 94
      Legal Services........................................................................................................ 94
Selection, Management and Custody of IRET's Assets.................................................... 94
      Real Estate Management........................................................................................ 94
Conflicts of Interest....................................................................................................... 96
      Selling To or Buying Property From IRET.................................................................. 96
      Sales Commissions or Finder Fees.......................................................................... 96
      Competition with IRET............................................................................................. 97
Interests of Named Experts and Counsel......................................................................... 97
Limitations of Liability.................................................................................................... 97
      Quantitative & Qualitative Disclosures About Market Risk........................................... 98
      Legal Matters......................................................................................................... 99
      Experts.................................................................................................................. 99
Investors Real Estate Trust Unaudited Pro Forma Statement of Operations  - 
     First Quarter Acquisitions........................................................................................ 100
Unaudited Pro Forma Consolidated Financial Statements - Fiscal 2001............................ 101
      Pro Forma Consolidated Balance Sheet as of April 30, 2001....................................... 101
Financial Information for Significant Acquisitions - Fiscal 2001.......................................... 102
      Olympic Village - Billings, Montana.......................................................................... 102
            Material Factors Considered by IRET at the Time of Acquisition............................ 102
            Independent Auditor's Report............................................................................. 104
            Historical Summary of Gross Income & Direct Operating Expenses
                  For the Year Ended December 31, 1999....................................................... 105
            Notes to Historical Summary of Gross Income and Direct Operating Expenses
                  For the Year Ended December 31, 1999....................................................... 106
            Unaudited Interim Financial Statement  - January 1, 2000 - August 30, 2000........... 107

Prospectus Page
            Unaudited Estimated Taxable Operating Results.................................................. 107
      Southdale Medical - Edina, Minnesota..................................................................... 108
            Material Factors Considered by IRET at the Time of Acquisition............................ 108
            Independent Auditor's Report.............................................................................. 110
            Historical Summary of Gross Income & Direct Operating Expenses
                  For the Year Ended December 31, 2000....................................................... 111
            Notes to Historical Summary of Gross Income and Direct Operating Expenses
                  For the Year Ended December 31, 2000....................................................... 112
            Unaudited Estimated Taxable Operating Results.................................................. 113
      HealthEast I & II...................................................................................................... 114
            Material Factors Considered by IRET at the Time of Acquisition............................ 114
            Independent Auditor's Report.............................................................................. 115
            Historical Summary of Gross Income & Direct Operating Expenses
                  For the Year Ended December 31, 1999....................................................... 116
            Notes to Historical Summary of Gross Income and Direct Operating Expenses
                  For the Year Ended December 31, 1999....................................................... 117
            Unaudited Interim Financial Statement - January 1, 2000 - April 30, 2000............... 118
            Unaudited Estimated Taxable Operating Results.................................................. 118
      Plymouth Techcenter IV & V.................................................................................... 119
            Material Factors Considered by IRET at the Time of Acquisition............................ 119
            Independent Auditor's Report.............................................................................. 121
             Historical Summary of Gross Income & Direct Operating Expenses
                  For the Year Ended December 31, 2000....................................................... 122
            Notes to Historical Summary of Gross Income and Direct Operating Expenses
                  For the Year Ended December 31, 2000.......................................................

123

            Unaudited Interim Financial Statement - January 1, 2001 - March 31,  2001........... 125

Edgar Filing: INVESTORS REAL ESTATE TRUST - Form S-11/A

Amount ofRegistration Fee 7



            Unaudited Estimated Taxable Operating Results.................................................. 125
Consolidated Financial Statements - Three-Month Periods Ended
          July 31, 2001, and 2000 ..................................................................................... F-1 to F-12

Consolidated Financial Statements - Fiscal Year Ended April 30, 2001,
          2000, and 1999 and Independent Auditor' Report................................................... F-13 to F-55

Prospectus Summary

       This summary may not contain all of the information that may be important to you.  You should read this
prospectus summary and the accompanying prospectus and the documents incorporated and deemed to be
incorporated by reference into the prospectus, including the financial data and the related notes, in their entirety before
making an investment decision.  When used in this prospectus supplement, the terms "we," "our," "us" and "IRET"
refer to Investors Real Estate Trust.

IRET

      Investors Real Estate Trust is a self-administered, self-managed equity real estate investment trust.  Our business
consists of the ownership and operation of income-producing real properties.  We conduct our day-to-day business
operations though our operating partnership IRET Properties, a North Dakota Limited Partnership.  We have a
fundamental strategy of focusing our real estate investments in the upper Midwest consisting primarily of the states of
Minnesota, North Dakota, South Dakota, Montana, and Nebraska, of seeking diversification by property type.  While
we have historically focused most of our investments in the five states listed above, in order to maximize acquisition
opportunities, we consider and undertake investments outside of our targeted region.  We own a diversified portfolio
consisting of 62 multi-family communities, and 61 total commercial properties.

      We concentrate on increasing our income from operations per share and funds from operations per share to
achieve our objective of paying increasing dividends to our shareholders.  Our dividends have increased every year for
31 consecutive years

      Our principal office is located at 12 South Main Street Suite 100 Minot, North Dakota 58701; our telephone
number there is (701) 837-4738.

Investment Risks

      If you purchase our shares offered pursuant to this offering you will be exposed to a number of risks that may
result in a loss of all or a significant portion of your investment.  For a complete discussion of the risks please see
pages 4 through 16 of the full prospectus which follows this summary.  A summary of the more significant risks that
your investment with us may be exposed to are

* The fixed $8.75 price of shares under this offering may be priced higher than the current
Nasdaq price, which may result in you paying more for your IRET shares than necessary.

S-1
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* Our current level of borrowing as of July 31, 2001 was 218% in relation to our net assets.  We
intend to borrow 70% of the cost of any real estate constructed or purchased which may result
in us becoming too highly leveraged and losing the real estate through foreclosure..

* This is a best efforts offering.  Even if we do not sell enough shares to fund construction of the
planned apartment complexes in Rochester, MN, and Bismarck, ND, we will not return any
portion of your investment.

* The low trading volume of IRET shares on the Nasdaq small cap market may prevent the
timely resale of any shares you purchase.

* The management of IRET operates under a number of conflicts of interest that may prevent
the company from receiving the benefit of management's undivided effort and time

* The book value of the shares available under this offering is substantially less than the
purchase price of $8.75 per share.

Business

     We have a fundamental strategy of focusing on the upper Midwest with a primary emphasis on the states of
Minnesota, North Dakota, South Dakota, Montana, and Nebraska.  For the quarter ended July 31, 2001, IRET's
investments in these states account for 76.2% of IRET's total gross revenue of $21,568,381.  We also seek
diversification by property type with approximately two-thirds being multi-family apartment communities and the
remaining one-third commercial buildings.  We attempt to concentrate our multi-family holdings in cities with
populations from 35,000 to 500,000 in the 25-mile radius.  As it applies to commercial real estate, we seek to acquire
properties that are fully leased to quality tenants and located in medium to large population centers containing from
50,000 to 1,000,000 people or more within a 25-mile radius.  Under certain circumstances, we seek to diversify our
real estate portfolio by investing in assets located through out the United States and in smaller or larger metropolitan
areas.

      IRET contracts with a locally based third party management company to handle all onsite management duties
necessary for the proper operation of a particular property.  All management contracts may be terminated on 30 days
written notice and provide for compensation ranging from 2.75% to no more than 5% of gross rent collections.  The
use of local management companies allows us to enjoy the benefits of local knowledge of the applicable real estate
market while avoiding the cost and difficulty associated with maintaining management personnel in every city in
which we operate.

S-2

       Based upon our ability to raise equity capital, we plan to acquire $100,000,000 of real estate assets on an annual
basis going forward applying the investment focus outlined in the previous paragraph of approximately two-thirds
apartments and one-third commercial primarily located in the upper Midwestern states of Minnesota, North Dakota,
South Dakota, Montana, and Nebraska.

     We operate in a manner intended to enable us to qualify as a real estate investment trust under the Internal Revenue
Code.  In accordance with the Code, a real estate investment trust which distributes its capital gains and at least 90%
of its taxable income to its shareholders each year, and which meets certain other conditions, will not be taxed on that
portion of its taxable income which is distributed to its shareholders.
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      We generally use available cash or incur short-term floating rate debt in connection with the acquisition of real
estate.  We replace the cash used or the floating rate debt with fixed-rate secured debt.  In appropriate circumstances,
we also may acquire one or more properties in exchange for our equity securities or operating partnership units that
are convertible into our shares.

IRET's Real Estate Portfolio

            As of April 30, 2001, our real estate portfolio consisted of 61% multi-family apartment complexes and 39%
commercial buildings based on the dollar amount of our original investment plus capital improvements to date.  The
dollar amount and percentage of total real estate rental revenue by property group for the Fiscal years ending April 30,
2001, 2000 and 1999 was as follows:

Apartment
Gross Revenue %

Commercial
Gross Revenue % Total Revenue

2001 $55,806,712 75% $18,994,010 25% $74,800,722
2000 $42,379,855 78% $11,878,026 22% $54,257,881
1999 $33,010,126 85% $  5,775,161 15% $38,785,287

      The occupancy for each property group for the last three fiscal years ending April 30 was as follows:

Apartment Occupancy Commercial Occupancy

2001 93.96% 98.59%
2000 93.24% 97.77%
1999 94.79% 96.54%

S-3

      During the past three fiscal years ending April 30, 2001, we acquired 31 apartment communities consisting of
2,686 units for a total cost of $176,679,134 and 39 commercial properties containing 1,805,669 square feet of space
for a total cost of $184,103,411.  During the past three fiscal years ending April 30, 2001, we sold 16 properties
realizing net gain of $4,303,285.  No single tenant accounted for more than 10% of revenues during any of the past
three fiscal years.  As of April 30, 2001 our three largest commercial tenants were: Edgewood Vista 9.7%, HealthEast
Medical 7.8%, Microsoft Corporation 7.7% and all other tenants combined 74.8%.

This Offering and Plan of Distribution

Shares offered by IRET 2,500,000 shares

Shares outstanding after the offering 26,568,346

Use of proceeds To build 2 apartment buildings in Rochester
Minnesota and 2 apartment buildings in Bismarck,
North Dakota
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NASDAQ Small Cap symbol IRETS

      The number of shares outstanding after the offering assumes that all 2,500,000 shares offered will be sold.  Since
the offering is being handled on a best efforts basis there is no guarantee that any shares will be sold.

      We intend to offer the shares on a best efforts basis through broker/dealers who are licensed by the National
Association of Securities Dealers (NASD).  Under a best efforts offering there is no guarantee that any share will be
sold nor is there any requirement that a participating broker dealer actually sell any shares.  We will not sell any
shares directly to the public.  All shares must be sold through a participating broker/dealer.  For any shares sold by a
participating broker dealer and paid for by the investor, we will pay a commission of 8% to the selling broker/dealer.

      All shares will be sold on a first come first serve basis.  Each participating broker/dealer may sell all or any part of
the offering assuming that sales by all participating broker/dealers does not exceed the 2,500,000 shares registered for
sale.

      Only residents of Arizona, California, Idaho, Minnesota, Montana, North Dakota, Oregon, South Dakota,
Washington, and Wyoming may purchase shares available under this offering.  There is a minimum purchase of 100
shares.

      The offering will terminate one year from the date on the front of this prospectus or when all shares have been
sold, whichever occurs first.

S-4

Use of Proceeds

      We estimate that the net proceeds from the sale of the shares we are offering with this prospectus will be
approximately $20,066,500.00 million.  "Net proceeds" is what we expect to receive after paying expenses of the
offering, which we estimate will be approximately $1,210,000.00 or about 8.265% of the total offering.  We plan to
use the proceeds to construct two 67-unit apartment buildings in Bismarck, North Dakota at an estimated cost of
$9,400,000.00 and two 73-unit apartment buildings in Rochester, Minnesota at an estimated cost of $10,600,000.00. 
Pending such uses, the net proceeds may be invested in short-term income-producing investments.

Unaudited Quarterly Financial Data
For Quarter Ending July 31, 2001

Summary Operating Data - First Quarter Fiscal 2002 - May 1, 2001, to July 31, 2001
 We have provided in the table below our summary financial and operating data.  In the opinion of the company,

the accompanying unaudited condensed consolidated financial statements contain all adjustments (of a normal
recurring nature) necessary for a fair presentation of the financial statements.  The results of operations for the three
months ended July 31, 2001, are not necessarily indicative of operating results for the entire year.

The remainder of this page has been intentionally left blank.
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Statement of Operations
for the Three-Month Period Ended July 31, 2001 and 2000

Three months ended July 31, 2001 2000

REVENUE

        Real Estate Rentals* $              21,568,381 $             17,291,976 

        Interest, Discounts and Fees $                   211,713 $                  139,668

Total Revenue $              21,780,094 $              17,431,644

OPERATING EXPENSE

        Interest $                7,198,378 $               5,677,556 

        Depreciation $                3,656,762 $               2,656,209

        Utilities and Maintenance $                2,971,809 $               2,613,195 

        Taxes $                2,115,630 $               1,701,654 

        Insurance $                   314,685 $                  167,280
        Property Management
Expenses $                1,630,079 $               1,410,502 
        Administrative Expense &
Trustee Services $                   386,307 $                  463,960 

        Operating Expenses $                   126,622 $                    80,477

        Amortization $                   128,956 $                    95,680

Total Expenses $              18,529,228 $              14,866,513
INCOME BEFORE GAIN/LOSS ON
PROPERTIES 
    AND MINORITY INTEREST $                3,250,866 $                2,565,131

GAIN ON SALE OF INVESTMENT $                   307,934 $                            0
MINORITY INTEREST OTHER
PARTNERSHIP $                    -56,755 $                            0
MINORITY INTEREST PORTION
OF OPERATING 
PARTNERSHIP INCOME $                  -726,318 $                  -425,667

NET INCOME $                2,775,727 $                2,139,464

* Includes $333,295 and $354,194 for 3 months ended 07/31/01 and 07/31/00 respectively of "straight-line rents." 
Straight-line rents are the amounts to be collected in future years from tenants occupying commercial properties under
leases, which provide for periodic increases in rents.  It is determined by dividing the total rent payable for the lease
term by the total rental periods and allocating the resulting average rent to the period covered by the report.

Selected Financial Data

3 Months Ended
07/31/01

3 Months Ended
07/31/00

PER SHARE DATA:
 Income before Gain(Loss) on Properties Sold (after minority interest
and reserves) $               0.10 $                 0.09
Net Income Per Share $               0.11 $                 0.09
Dividends Paid Per Share $            0.1450 $              0.1325
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Average Number of Shares Outstanding       23,873,777                   22,631,392
OPERATING PARTNERSHIP FUNDS FROM OPERATIONS
 Income before Gain(Loss) on Properties Sold $       3,250,866 $         2,565,131
Plus Real Estate Depreciation and Amortization $       3,648,193 $         2,656,209
Funds from Operations $       6,899,059 $         5,221,340
Average Number of Shares and Operating Partnership Units
Outstanding                   31,466,261                   27,166,617

S-6

Summary Operating Data Last Three Fiscal Years
      We have provided in the table below our summary financial and operating data.  The financial information for
each of the years in the three-year period ended April 30, has been derived from our audited financial statements.  You
should read the following financial information in conjunction with our consolidated financial statements and the
related notes that we have included in the accompanying prospectus on pages F-13 through F-55.

Selected Financial Data for IRET for the Three Years Ended April 30

     2001      2000      1999
Consolidated Income Statement Data
      Revenue $      75,767,150 $      55,445,193 $      39,927,262
      Income before gain/loss on properties
      and minority interest $      10,187,812 $        8,548,558 $        6,401,676
      Gain on repossession/ Sale of properties $          601,605 $        1,754,496 $        1,947,184
      Minority interest of portion of
      operating partnership income $       -2,095,177 $       -1,495,209 $         -744,725

      Net income $        8,694,240 $        8,807,845 $       7,604,135
Consolidated Balance Sheet Data
      Total real estate investments $     548,580,418 $     418,216,516 $    280,311,442
      Total assets $     570,322,124 $     432,978,299 $     291,493,311 
      Shareholders' equity $     118,945,160 $     109,920,591 $      85,783,294
Per Share
      Net Income $                  .38 $                  .42 $                 .44
      Dividends $                  .55 $                  .51 $                 .47

Calendar Year      2001      2000      1999
Tax status of dividend
      Capital gain                   .72%                 30.3%                  6.3%
      Ordinary income               86.76%                 69.7%                 76.0%
      Return of capital               12.52%                      0%                 17.7%

Funds From Operations
 IRET considers Funds From Operations ("FFO") a useful measure of performance for an equity REIT.  FFO is

defined as net income available to shareholders determined in accordance with generally accepted accounting
principles (GAAP), excluding gains (or losses) from debt restructuring and sales of property, plus depreciation of real
estate assets, and after adjustment for unconsolidated partnerships and joint ventures.  IRET uses the National
Association of Real Estate Investment Trusts ("NAREIT") definition of FFO as amended by NAREIT to be effective
January 1, 2000.  FFO for any period means the net income of the company for such period, excluding gains or losses
from debt restructuring and sales of property, and plus depreciation and amortization of real estate assets in IRET's
investment portfolio, and after adjustment for unconsolidated partnerships and joint ventures, all determined on a
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consistent basis in accordance with GAAP.

S-7

FFO presented herein is not necessarily comparable to FFO presented by other real estate companies because not all
real estate companies use the same definition.

FFO should not be considered as an alternative to net income (determined in accordance with GAAP) as a measure of
IRET's liquidity, nor is it necessarily indicative of sufficient cash flow to fund all of IRET's needs or its ability to
service indebtedness or make distributions.

Recent Developments

Revenues
      Total revenues of the Operating Partnership for the first quarter of Fiscal 2002 ending July 31, 2001, were
$21,780,094, compared to $17,431,644 received in the first quarter of the prior fiscal year.  This is an increase of
$4,348,450 or 25%.  This increase is attributable to the addition of new properties to IRET's investment portfolio.
Funds From Operations for the Operating Partnership for the three-month period ended July 31, 2001, increased to
$6,899,059, compared to $5,221,340 for the first quarter of Fiscal 2000, an increase of 32.1%.  See pages 26 through
30 for a more complete discussion of first quarter results for the period ending July 31, 2001.

Capital Gain Income
      The Operating Partnership realized capital gain income of $307,934 during the first quarter of Fiscal 2002 ending
July 31, 2001.  This resulted from the sale of the 36-unit Sunchase Apartment property in Fargo, North Dakota and the
sale of the GNMA investment portfolio, resulting in realized gains of $296,409 and $11,526 respectively.  No capital
gain income was realized in the first quarter of the prior fiscal year.

Acquisition of Interlachen Corporate Center  - Edina, Minnesota
      On August 13, 2001, we acquired Interlachen Corporate Center a 105,084 square foot office building located in
Edina, Minnesota for $16,500,000 in cash.

      Interlachen Corporate Center is a four-story building containing four levels of office space and one level of
underground parking containing 36 stalls located at 5050 Lincoln Drive Edina Minnesota.  The building was
completed in April of 2001 and is currently 95% leased to five tenants.  The primary tenant occupying 75% of the
space is Alliant Techsystems, Inc. (NYSE symbol ATK).  Alliant Techsystems is an aerospace and defense company
with leading market positions in propulsion, composite structures, munitions, and precision capabilities.  The
company, which is headquartered at the Interlachen Corporate Center, employs approximately 9,600 people
worldwide and has two business segments: Aerospace and Defense.

      Alliant's lease commenced in May of 2001 and runs for a 7-year term.

S-8

Acquisition of Retail Strip Center Cottage Grove, Minnesota
      On July 6, 2001, we acquired the Cottage Grove Strip Center which is a 15,217 square foot retail strip center
located in Cottage Grove, Minnesota for an agreed value of $1,100,000 which was paid partly in cash of $823,594.00
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and the balance of $276,594 with 31,603.53 limited partnership units with a value of $8.752 per share.

   The Cottage Grove Strip Center is a single story multi-tenant retail building built in 1986 and located at 7155 80th
Street South Cottage Grove, Minnesota.  It is currently 100% leased to eight tenants with remaining lease terms
ranging from 2 to 6 years.  All rents paid by the current tenants are at market rates.  No one tenant occupies more than
35% of the leasable space.

Price Range of Common Shares and Distributions

      The following sets forth the high and low sale prices for our common shares for the periods indicated as reported
by the NASDAQ Small Cap Market and the distributions we paid with respect to each period.

High Low
Distribution 

Per Share
Fiscal 1999
First Quarter ending July 31, 1998  $   7.313  $   7.188       $     0.11000
Second Quarter ending October 31, 1998  $   14.00  $    6.50       $     0.11500
Third Quarter ending January 31, 1999  $   7.875  $    7.00       $     0.12000
Fourth Quarter ending April 30, 1999  $     8.00  $    7.00       $     0.12250
Fiscal 2000
First Quarter ending July 31, 1999  $ 17.875  $   7.063       $     0.12400
Second Quarter ending October 31, 1999  $   10.50  $   7.063       $     0.12600
Third Quarter ending January 31, 2000  $   8.375  $   7.250       $     0.12800
Fourth Quarter ending April 30, 2000  $   8.125  $   7.125       $     0.13000
Fiscal 2001
First Quarter ending July 31, 2000  $   8.125  $   7.375       $     0.13250
Second Quarter ending October 31, 2000  $   8.250  $   7.594       $     0.13500
Third Quarter ending January 31, 2001  $     8.50  $   7.438       $     0.14000
Fourth Quarter ending April 30, 2001  $   8.980  $     8.00       $     0.14250
Fiscal 2002
First Quarter ending July 31, 2001  $  10.490  $   8.250       $     0.14500
Second Quarter through October 31, 2001  $   9.430  $     8.80       $     0.14750

      On November 16, 2001, the last reported sale price of our common shares on the Nasdaq Small Cap Market was
$9.17 per share.

S-9

Legal Matters

      Pringle & Herigstad, P.C., Minot, North Dakota, our legal counsel, will issue opinions about the valid issuance of
the shares offered by this prospectus and tax matters relating to the qualification of IRET as a real estate investment
trust.

Experts

      The audited consolidated financial statements for Investors Real Estate Trust included in this prospectus have been
audited by Brady, Martz & Associates, P.C. independent public accountants, as indicated in their report with respect
thereto, and are included in this prospectus in reliance upon the authority of said firm as experts in accounting and
auditing in giving said report.
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Available Information Concerning IRET

Securities and Exchange Commission
      IRET is currently a reporting company pursuant to the Securities Exchange Act of 1934 and annually files a Form
10-K during July and quarterly Forms 10-Q for the first three quarters of each year with the Securities and Exchange
Commission. The information filed by IRET can be inspected and copied at the Public Reference Room maintained
by the Securities and Exchange Commission in Washington, DC, at 450 Fifth Street NW, Room 1024, Washington,
DC 20549.  For further information about the Public Reference Room, please call 1-800-SEC-0330.

      The Securities and Exchange Commission maintains a website at http://www.sec.gov.  Annual and quarterly
reports, proxy statements and other information regarding IRET can be obtained from the SEC website.

S-10

PROSPECTUS

The Company

      Investors Real Estate Trust ("IRET") was organized under the laws of the State of North Dakota on July 31, 1970. 
Since its formation, IRET has qualified and operates as a "real estate investment trust" under Sections 856-858 of the
Internal Revenue Code.  IRET is a self-administered and self-managed company.  As of July 31, 2001, IRET owned
and operated a portfolio of 62 apartment communities containing 7,833 apartment units and 61 commercial buildings
containing 2,528,735 square feet of leasable space.

      IRET's investment strategy is to maintain its real estate investment portfolio at approximately 67% invested in
multi-family apartment communities located primarily in the upper Midwest and the remaining 33% of real estate
owned in commercial property warehouses, retirement homes, manufacturing plants, offices, and retail properties
leased to single or multiple tenants for 10 years or longer located throughout the upper Midwest.  IRET operates
mainly within the states of North Dakota and Minnesota, although it has real estate investments in the states of
Colorado, Georgia, Idaho, Iowa, Kansas, Michigan, Montana, Nebraska, South Dakota, Washington, and Texas.

       IRET seeks to leverage all property acquired so that the debt is approximately 70% of the property's value.

       IRET conducts all of its daily business operations through its operating partnership, IRET Properties, a North
Dakota Limited Partnership.  IRET Properties is principally engaged in acquiring, owning, operating and leasing
multi-family apartment buildings and commercial real estate.  The sole general partner of IRET Properties is IRET,
Inc.  IRET owns 100% of IRET, Inc.

      As the general partner, IRET, Inc. owns a 76% interest as of April 30, 2001, in IRET Properties.  The remaining
ownership of IRET Properties is held by individual limited partners, none of who own more than 10% of the
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outstanding limited partnership units of IRET Properties.

      IRET's principal source of operating revenue is rental income from real estate properties owned and operated by
its operating partnership.  A minor amount of revenue is derived from interest on short-term investments in
government securities and interest on savings deposits.  In addition to operating income, IRET has received capital
gain income when real estate properties have been sold at a price in excess of the depreciated cost of said properties.

      IRET has its only office at 12 South Main, Suite 100, Minot, North Dakota 58701, (701) 837-4738.

1

Selected Financial Information For the Past Three Years
      IRET operates on a fiscal year ending April 30th. For the past three fiscal years, sources of operating revenue, total
expenses, net real estate investment income, capital gain income, total income, and dividend distributions are as
follows:

Fiscal Year Ending 4/30       2001       2000       1999
      Revenue from Operations
      Real Estate Rentals $     74,800,722 $     54,257,881 $     38,785,287
      Interest, Discount & Fees $          966,428 $       1,187,312 $       1,141,975

$     75,767,150 $     55,445,193 $     39,927,262
Expenses $     65,579,338 $     46,896,635 $     33,525,586
Income Before Gain/Loss on Properties
      and Minority Interest $     10,187,812 $       8,548,558 $       6,401,676
Gain on Sale of Properties $          601,605 $       1,754,496 $       1,947,184
Minority Interest Portion of
      Operating Partnership Income $      -2,095,177 $      -1,495,209 $         -744,725
Net Income $       8,694,240 $       8,807,845 $        7,604,135
Per Share
 Net Income Per Share (basic and diluted) $                 .38 $                 .42 $                   .44
Dividends Paid $                 .55 $                 .51 $                   .47

      Over the past three years IRET's investment in real estate, ownership, and sources of revenue by geographic
location has been as follows:

Real Estate Investment by State for the Last Three Years Ended April 30 (1)

Commercial Apartments

State 2001 2000 1999 2001 2000 1999

CO $                  0 0% $  1,409,445 1% $               0 0%                 $39,050,180 11% $  38,837,432 12% $38,599,278 17%

GA $    3,971,878 2% $  3,971,878 3% $ 3,971,878 6% $                  0 0% $                  0 0% $               0 0%

ID $    4,788,294 2% $  4,788,094 4% $ 5,792,182 9%               $ 3,853,638 1% $    3,833,486 1% $  3,822,199 2%

IA $                  0 0% $                0 0% $               0 0%               $4,281,967 1% $                  0 0% $                0 0%
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KS $                  0 0% $                0 0% $               0 0%              $26,818,295 7% $  26,541,920 8% $                0 0%

MI $    2,121,474 1% $  2,113,574 2% $ 2,113,574 3%     $                 0 0% $                  0 0% $                0 0%

MN $143,191,654 62% $44,384,465 37% $ 7,873,122 12%                $55,485,023 15% $  45,712,269 14% $38,645,843 17%

MT $    4,832,860 2% $  4,130,684 3% $ 3,627,565 5%                $36,883,028 10% $  24,982,540        8% $18,503,389 8%

NE $  14,640,541 6% $13,112,879 11% $11,983,078 18%                $9,956,873 3% $    9,572,130 3% $                0 0%

ND $  48,492,536 21% $45,829,016 38% $25,212,104 37%                $112,882,092 31% $107,836,564 33% $94,845,697 41%

SD $    8,019,609 3% $     974,739 1% $  5,403,765 8%                $16,769,796 5% $  16,559,607 5% $16,427,555 7%

TX $                   0 0% $                0 0% $                0 0%                $37,617,106 10% $ 37,473,258 11% $                0 0%

WA  $                 0 0% $               0  0% $                0  0%                $17,979,624   5% $ 17,855,910     5% $17,731,015    8%

Other $                 0 0% $                0 0%  $1,273,596 2% $                  0 0% $                 0 0% $               0 0%

Total $230,058,846100% $120,714,774100% $67,250,864 100%                $361,577,622 100% $329,205,117 100% $228,574,976 100%

(1) Investment is the amount paid by IRET for the land and buildings plus the cost of any improvements made to the real estate.

2

Commercial Square Footage for the Last Three Years Ended April 30

State
2001
sq. ft. %

2000
sq. ft. %

1999
sq. ft. %

CO 29,408 1% 40,000 2% 0 0%
GA 0 0% 29,408 2% 29,408 2%
IA 0 0% 0 0% 0 0%
ID 69,599 3% 139,198 9% 139,198 12%
KS 0 0% 0 0% 0 0%
MI 16,000 1% 16,000 1% 16,000 1%
MN 1,430,460 57% 554,962 35% 176,319 15%
MT 70,598 3% 64,803 4% 59,603 5%
NE 126,774 5% 127,274 8% 101,274 8%
ND 682,893 27% 623,593 39% 600,765 48%
SD 87,786 3% 11,971 1% 106,147 9%
TX 0 0% 0 0% 0 0%
WA               0     0%              0     0%              0     0%
Total 2,513,518 100% 1,607,209 100% 1,228,714 100%

Apartment Units Owned For the Last Three Years Ended April 30

%
2001
Units %

2000
Units %

1999
Units %
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0% 597 8% 597 8% 597 11%
2% 0 0% 0 0% 0 0%
0% 132 2% 0 0% 0 0%

12% 60 1% 60 1% 60 1%
0% 520 7% 520 7% 0 0%
1% 0 0% 0 0% 0 0%

15% 1,236 16% 1,163 16% 1,079 20%
5% 749 10% 475 6% 330 6%
8% 264 3% 264 4% 0 0%

48% 3,085 39% 3,014 41% 2,740 50%
9% 418 5% 418 6% 418 8%
0% 504 6% 504 7% 0 0%

    0%    304     4%    304    4%    304     5%
100% 7,869 100% 7,319 100% 5,528 100%

The remainder of this page has been intentionally left blank.

3

Gross Revenue from Real Estate Activities for the Last Three Years Ended April 30

Commercial Apartments

State 2001 2000 1999 2001 2000 1999

CO $                0 0% $                0 0% $                0 0 $  6,004,925 11% $  4,387,457 10% $ 5,442,020 16%

GA $     436,907 2% $     436,907 4% $     436,907 8% $                0 0% $                0 0% $               0 0%

IA $                0 0% $                0 0% $                0 0% $     189,193 0% $                0 0% $              0 0%

ID $       26,780 0% $       63,081 1% $     101,702 2% $     521,415 1% $     117,075 0% $    324,505 1%

KS $                0 0% $                0 0% $                0 0% $  3,763,671 7% $  2,006,578 5% $               0 0%

MI $     202,912 1% $     192,264 2% $     192,264 3% $                 0 0% $                0 0% $               0 0%

MN $10,085,064 53% $  3,169,633 27% $     459,246 8% $  9,057,050 16% $  7,707,359 18% $ 7,106,374 22%

MT $     591,581 3% $     569,668 5% $     578,412 10% $  4,649,153       8% $  2,667,540 6% $ 1,761,288 5%

NE $  1,367,740 7% $  1,201,903 10% $     416,755 7% $  1,717,494 3% $  1,065,585 3% $               0 0%

ND $  5,675,734 30% $  5,878,584 49% $  2,976,140 52% $18,982,213 34% $17,994,851 42% $ 4,825,877 45%

SD $     607,293 3% $     365,987 3% $     613,735 11% $  3,020,178 5% $  2,654,752 6% $ 2,795,807 8%

TX $                0 0% $                0 0% $                0 0% $  5,339,707 10% $  1,306,004 3% $               0 0%

WA $               0    0% $               0   0% $               0    0% $  2,561,714     5% $  2,472,654    6% $    754,255    2%

Total $18,994,011 100% $11,878,027 100% $  5,775,161 100% $55,806,713 100% $42,379,855 100% $33,010,126 100%
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Net Income from Real Estate Activities for the Last Three Years Ended April 30

Commercial Apartments

State 2001 2000 1999 2001 2000 1999

CO $               0 0%$              0 0%$              0 0%$ 1,832,402 11%$ 1,551,246 12%$  1,456,732 14%

GA $    310,708 4%$   321,847 6%$   313,720 11%$               0 0%$               0 0%$                0 0%

IA $               0 0%$              0 0%$              0 0%$      55,868 0%$               0 0%$                0 0%

ID $   -377,029 -5%$  -349,029 -6%$  -346,420 -12%$    173,756 1%$    187,005 1%$     182,780 2%

KS $               0 0%$              0 0%$              0 0%$    787,400 5%$    745,696 6%$                0 0%

MI $      93,154 1%$     78,988 1%$     75,732 3%$               0 0%$               0 0%$                0 0%

MN $ 3,993,685 48%$1,718,743 31%$   247,823 8%$ 3,108,143 19%$ 2,759,136 21%$  2,465,305 23%

MT $    155,815 2%$   205,684 4%$   221,922 7%$ 1,570,239 10%$ 1,107,386 8%$     752,074 7%

NE $    719,870 9%$   589,536 11%$   215,732 7%$    376,243 2%$    318,190 2%$                0 0%

ND $ 3,179,328 38%$2,694,967 49%$1,870,459 63%$ 5,496,014 34%$ 4,290,775 33%$  4,546,399 43%

SD $    268,989 3%$   199,381 4%$   361,894 12%$    895,872 5%$ 1,007,574 8%$     853,890 8%

TX $               0 0%$              0 0%$              0 0%$ 1,227,386 8%$    432,807 3%$                0 0%

WA $               0    0%$              0    0%$              0    0%$   783,319    5%$   692,017    5%$    312,817    3%

Total $  8,344,520 100%$5,460,117 100%$2,960,862 100%$16,306,642 100%$13,091,832 100%$10,569,997 100%

Risk Factors

      An investment in the shares involves various risks.  Before investing you should carefully consider the following
risks:

Price of Shares May be Higher than Nasdaq Price
      The $8.75 price is higher than the price paid by most of the current holders of IRET's shares.  The $8.75 price may
be higher than the price at which IRET shares trade on the Nasdaq Smallcap Market. As a result, before buying shares
pursuant to this offer, you should check to determine whether you might be able to buy the same number of shares on
the Nasdaq for a lower price.  See "Determination of Offering Price" on Page 19.

4
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Price Exceeds Book Value
      The book value of IRET shares of beneficial interest is substantially less than the $8.75 purchase price. As of April
30, 2001, the book value of the 24,068,346 shares then outstanding was $4.94 per share. Assuming all of the shares
registered under this offering are sold, the estimated resulting book value will be $5.23 per share. Thus, a purchasing
shareholder paying $8.75 per share will incur an immediate book value dilution of $3.52 per share.

High Leverage on Individual Properties or the Overall Portfolio May Result in Losses
      IRET seeks to borrow approximately 70% of the cost of real estate purchased or constructed. The 70% per
property borrowing limitation is a policy that has been established by management and approved by the Board of
Trustees. Since it is a policy, the 70% limitation may be changed at anytime by IRET without notice to or the approval
of the shareholders. For the past three years as of April 30th, the total mortgage indebtedness of IRET as it relates to
the total real estate assets of IRET at book value has been as follows:

2001 2000 1999

Real Estate Assets $   591,636,468 $   449,919,890 $   295,825,839
Total real estate debt $   368,956,930 $   265,056,767 $   175,071,069
Leverage percentage 60.4% 69.8% 69.0%

      In addition to the policy of not exceeding an overall 70% debt ratio on all real estate, the Declaration of Trust,
Article 1, Section J provides that the total borrowings of IRET, secured and unsecured, shall be reasonable in relation
to the total net assets of IRET, and shall be reviewed by the trustees at least quarterly. The maximum borrowings in
relation to the net assets, in the absence of a satisfactory showing that a higher level of borrowing is appropriate, shall
not exceed 300% of net assets in the aggregate.  Any borrowing in excess of the 300% limit shall be approved by a
majority of the independent trustees and disclosed to shareholders in the next quarterly report of IRET along with
justification for the excess. There is no limit on the amount of money IRET may borrow on an individual property. 
For the past three years as of April 30, the total indebtedness of IRET as it relates to its total net assets has been as
follows:

2001 2000 1999

Total Net Assets $   177,948,354 $   145,038,261 $   100,263,836
Total debt $   389,086,105 $   287,940,038 $   191,229,475
Leverage percentage 219% 199% 191%

      This amount of leverage may expose IRET to cash flow problems in the event rental income decreases. Such a
scenario may require IRET to sell properties at a loss, reduce or eliminate quarterly cash distributions to shareholders
or default on the mortgage which would result in loss of the property through foreclosure.

5

Inability to Sell All the Shares May Prevent Completion of Rochester or Bismarck Apartments
      The shares are being sold by the broker/dealers on a "best efforts" basis whereby the selling agent is only required
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to use its best efforts to locate purchasers for the shares, but is not obligated to ensure that a minimum number or that
even any shares are sold. Therefore, no assurance is given as to the amount of proceeds that will be available for
investment by IRET.  In the event fewer than all the shares are sold during the offering period which is the shorter of
one year from the date on the front of the prospectus or when all shares have been sold, IRET would not have
sufficient money to complete the construction of the apartments in Rochester or Bismarck.  This could result in the
fixed operating expenses of IRET, as a percentage of gross income, to be higher and consequently reduce the taxable
income distributable to shareholders.

          In the event less than all the shares are sold, any net proceeds actually received by us will be used by us as
follows and will not be returned to you.

Assumed Share Sales Net Proceeds to IRET Use of proceeds

25% $ 5,016,625
Apply toward the construction of one 73 unit
apartment complex in Rochester, MN

50% $10,033,250

Construct one 73 unit apartment complex in
Rochester for $5.3 million and apply the balance
toward the construction of a second 73 unit
apartment complex in Rochester

75% $15,049,875

Construct two 73 unit apartment complexes in
Rochester for $10.6 million and apply the
balance toward the construction of one 67 unit
apartment complex in Bismarck, ND

100% $20,066,500

Construct two 73 unit apartment buildings in
Rochester for $10.6 million and two 67 unit
apartment buildings in Bismarck for $9.4 million
for a total cost of $20 million

      We plan to fund the balance necessary to complete the construction of any apartment complex using our existing
resources as described on page 21 "Use of Proceeds."

Delay or Increased Costs for the Apartments to be Built in Rochester or Bismarck Could Negatively Impact
Earnings

 Even though IRET has prepared a detailed budget and timeline for completion of the apartments to be built in
Rochester and Bismarck certain factors beyond IRET's control could cause a delay in the completion of the apartments
to be build in both cities as well as dramatically increase the costs of construction.  Those factors include, but are not
limited to, unusual winter weather, availability of qualified labor and materials, and city permits.  IRET currently
owns enough properly zoned land in Rochester and Bismarck to accommodate the apartments to be constructed. Both
Cities employ a routine permit process requiring only the payment of a nominal permit fee before construction may
commence. IRET has factored the usual harsh winter conditions present in North Dakota and Minnesota into the
construction schedule. The apartments to be constructed are based on the same designs as previously
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constructed in Bismarck and Rochester in 1999 and 2000. Based on our past experience building similar complexes in
the same cities, IRET is seeking to raise $20,066,500.00 in net proceeds after payment of expenses which represents
only a $66,500.00 or a 3% cushion to cover cost overruns on the budgeted construction cost of $20,000,000.00.  Delay
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beyond the completion date or cost overruns beyond the budget will delay IRET opening the property and collecting
rent.  However, IRET will still incur the fixed costs of insurance, taxes and management without any income.  The
result will be reduced earnings.

Geographic Concentration in North Dakota and Minnesota May Result in Losses
      A majority of IRET's assets are presently invested in real estate in North Dakota and Minnesota.

      For fiscal year 2001 IRET received 53% of its commercial gross revenue of $18,994,011 from commercial real
estate from activities in Minnesota and 30% of its commercial gross revenue from North Dakota.  Minnesota accounts
for 57% of IRET's commercial real estate portfolio by square footage while North Dakota accounts for 27%.

      For fiscal year 2001, IRET received 16% of its apartment gross revenue of $42,379,855 from activities in
Minnesota and 34% of its apartment gross revenue from North Dakota.  IRET owns 1,163 apartment units in
Minnesota or 16% of IRET's total number of apartment units and 39% of IRET's apartment units or 3,014 units are
located in North Dakota.

      As a result of this concentration in two states, IRET may be subject to substantially greater risk than if its
investments were more dispersed geographically.  Due to the high concentration in North Dakota and Minnesota
changes in local conditions, such as building by competitors or a decrease in employment may adversely affect the
performance of IRET's investments much more severely.

      While the Minnesota economic climate has been strong for past five years, it is dependent on the areas of service,
manufacturing, high technology, and agriculture.  Since 75% of IRET's assets in Minnesota are commercial properties,
an economic weakening in any of these areas would adversely affect the performance of IRET's real estate portfolio
by decreasing demand for rental space.

           In contrast, the North Dakota economy is dependent on the areas of agriculture and mineral development.  Both
of these industries were depressed for most of the past decade.  In the opinion of IRET there appears little prospect for
improvement.  While the North Dakota unemployment rate is below 4%, the state experienced almost zero population
growth during the last decade and currently has a high concentration of people over 65.  During the past decade, the
population located in the rural areas declined significantly while that of the cities and towns over 15,000 increased on
average by 5%.  This increase was due to the rural population moving to North Dakota's larger towns and cities of
Fargo, Bismarck, Grand Forks, Minot, Jamestown, Dickinson, Williston, and Devils Lake.  Of IRET's assets in North
Dakota, over 90% are located in the cities and towns previously listed. It is predicted that the rural population in North
Dakota will continue to move to North Dakota's larger towns and cities over the coming decade and that the overall
population will decline over the next decade.

  7

     Unlike Minnesota, two-thirds of IRET's assets in North Dakota are multi-family apartment complexes, which are
dependent on a stable or growing population.  If North Dakota's population declines, IRET will experience difficulty
in renting its real estate located in North Dakota at acceptable rates of return.  This will result in a decrease in net
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income and a corresponding decline in the level of distributions to shareholders.

     IRET currently has no limitations or targets concerning the concentration of assets or geographic location of
business activities.

Senior Securities will be Paid Before IRET Shares
      As of July 31, 2001, IRET has issued $18,505,565 of securities to other investors, which are senior to the shares
offered for sale under this document.  As a result, in the event IRET ceases operations or liquidates and distributes all
of its assets, the holders of the senior securities will be paid in full first before any money is distributed to
shareholders.  This preference will result in shareholders receiving less money.  Currently, IRET is authorized to issue
no more than $5,000,000 in senior securities.  However, this policy can be changed by the trustees at any time without
advance notice to or a vote of the shareholders.

Current and Future Commercial Vacancy May Negatively Impact Earnings
      Over the next 12 months leases covering approximately 11.69% of the total commercial square footage owned by
IRET will expire.  As of July 31, 2001, approximately 1.23% of the total commercial square footage owned by IRET
was vacant.  Of the current vacancy, 2.7% is represented by the warehouse in Boise, Idaho which has been vacant for
the last eleven (11) months.  As a result, in the event IRET is unable to rent or sell those properties affected by an
expiring lease or that are already vacant, then 14.6% of IRET's total commercial portfolio per square foot will be
vacant.  If not corrected, this vacancy will negatively impact IRET's earnings and result in lower distributions to
shareholders and a possible decline in the value of IRET real estate portfolio.

      While it is difficult to clearly identify specific properties which may not produce sufficient returns, IRET currently
has two commercial properties facing great risk of not producing rental income.  Those properties are the Boise
warehouse which is currently vacant and producing no income.  IRET is still paying all expenses associated with the
property, which are expected to be $500,000 over the next 12 months.

     The second building is the Carmike Cinema building in Grand Forks, North Dakota.  The tenant is currently in
Chapter 11 bankruptcy.  All rent has been paid to date, and the tenant has affirmed the lease in the bankruptcy
proceeding and may no longer reject the lease.  However, Carmike may not successfully complete its Chapter 11
re-organization and could default on its obligations.  The deadline for rejection of the lease does not expire until
November 1, 2001.  IRET currently receives $278,512 in rent annually which based on fiscal year 2001 gross
revenues of $74,774,464.  Annual rent from Carmike represents less than 1% of annual gross revenue.  However,
should Carmike reject the lease, IRET would incur a decline in net income.
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Mortgage Lending May Result in Losses

      Over the past three years, IRET has the following mortgage loans:
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     Mortgage Loans Receivable

Location
Real Estate
Security 6/30/01 4/30/01 4/30/00 4/30/99

Interest
Rate Priority

Higley Heights - Phoenix, AZ Orange Grove $               0 $                0 $    598,843 $     742,811 8.00% First

Great Plains Software - Fargo, ND
Campus/Office
Facility $                 0 $                0 $                0 $   9,185,758 9.50% First

Hausmann Rentals - Moorhead, MN Apartment Building $      277,019 $     278,527 $     287,115 $      294,968 9.00% First
1516 N. Street -  Bismarck, ND Apartment Building $                 0 $                0 $                0 $      159,965 10.25% First
Scottsbluff Estates - Scottsbluff, NE Apartment Building
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