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HARTMAN COMMERCIAL PROPERTIES REIT
1450 West Sam Houston Parkway North

Suite 100
Houston, Texas 77043

April 29, 2005

To the Shareholders of Hartman Commercial Properties REIT:

You are cordially invited to attend the annual meeting of shareholders of Hartman Commercial Properties REIT, a
Maryland real estate investment trust (the “Company”), to be held on Friday, June 3, 2005, at 3:00 p.m. local time at the
Radisson Hotel Houston West, 10655 Katy Freeway, Houston, Texas 77024.

The formal business to be conducted at the meeting is described in the notice that follows this letter. At the annual
meeting of shareholders you will be asked to elect the six individuals to serve on the Company’s board of trustees until
the next annual meeting of shareholders and until their successors are duly elected and qualified.

We will be available to answer your questions during the meeting and afterward.

Our board of trustees recommends that you vote in favor of all of the nominees for election to our board of trustees at
the annual meeting. The accompanying proxy statement provides detailed information about the nominees for election
to our board of trustees.

Whether or not you plan to attend the annual meeting in person, it is important that your shares be
represented and voted at the meeting. Please date, sign, and return your proxy card promptly in the enclosed
envelope to assure that your shares will be represented and voted at the annual meeting, even if you cannot
attend. If you attend the annual meeting, you may vote your shares in person even though you have previously
signed and returned your proxy card.

I look forward to seeing you on June 3, 2005, at 3:00 p.m.

                                                        Sincerely,

                                                        HARTMAN COMMERCIAL PROPERTIES REIT

                                                        Allen R. Hartman
                        President
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HARTMAN COMMERCIAL PROPERTIES REIT
1450 West Sam Houston Parkway North

Suite 100
Houston, Texas 77043

April 29, 2005

Notice of Annual Meeting of Shareholders

To Be Held On Friday, June 3, 2005, at 3:00 p.m.

The annual meeting of shareholders of Hartman Commercial Properties REIT (the “Company”) will be held at the
Radisson Hotel Houston West, 10655 Katy Freeway, Houston, Texas 77024, on Friday, June 3, 2005, at 3:00 p.m.
local time, for the following purposes:

1.       To elect the six individuals to serve on the board of trustees until the next annual meeting of shareholders and
until their successors are duly elected and qualified.

2.       To transact such other business as may properly come before the meeting or any adjournments of the meeting.

The foregoing items of business are more fully described in the proxy statement accompanying this notice.
Shareholders who owned common shares of beneficial interest at the close of business on April 1, 2005 are entitled to
notice of, and to vote at, the meeting.

Our 2004 Annual Report to Shareholders, which is not a part of the proxy soliciting material, is enclosed.

All shareholders are cordially invited to attend the meeting in person. However, to assure your representation at the
meeting, you are urged to vote your shares as soon as possible.

                                                        By Order of the Board of Trustees

                                                        Allen R. Hartman
                        President and Corporate Secretary

Whether or not you plan to attend the annual meeting in person, it is important that your shares be
represented and voted at the meeting. Please date, sign, and return your proxy card promptly in the enclosed
envelope to assure that your shares will be represented and voted at the annual meeting, even if you cannot
attend. If you attend the annual meeting, you may vote your shares in person even though you have previously
signed and returned your proxy card.
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HARTMAN COMMERCIAL PROPERTIES REIT
1450 West Sam Houston Parkway North

Suite 100
Houston, Texas 77043

Proxy Statement

INFORMATION CONCERNING SOLICITATION AND VOTING

General

The enclosed proxy is solicited on behalf of the board of trustees of Hartman Commercial Properties REIT, a
Maryland real estate investment trust, for use at our annual meeting of shareholders to be held on June 3, 2005, and at
any adjournment, continuation or postponement of the meeting.

We use a number of abbreviations in this proxy statement. We refer to the Company as “the Company,” “we,” “us” and “our.”
The term “proxy solicitation materials” includes this proxy statement, as well as the enclosed proxy card. References to
“fiscal 2004” means our 2004 fiscal year which began on January 1, 2004 and ended on December 31, 2004. The annual
meeting of shareholders to be held on June 3, 2005 is simply referred to as “the annual meeting” or the “meeting.” The
Amended and Restated Declaration of Trust is referred to as the “declaration of trust.”

At the annual meeting of shareholders you will be asked to elect the six individuals to serve on the Company’s board of
trustees until the next annual meeting of shareholders and until their successors are duly elected and qualified.

Our principal executive office is located at 1450 West Sam Houston Parkway N., Suite 100, Houston, Texas 77043.
Our principal executive office telephone number is (713) 467-2222 and our fax number is (713) 973-8912.

These proxy solicitation materials, together with an accompanying copy of the Company’s 2004 Annual Report to
Shareholders, are being sent or given to all shareholders entitled to vote at the annual meeting of shareholders by mail,
commencing on or about April 29, 2005.

Record Date and Shares Outstanding

Shareholders who owned our common shares of beneficial interest at the close of business on April 1, 2005, referred
to in this proxy statement as the record date, are entitled to notice of, and to vote at, the annual meeting. At the record
date, we had 7,557,189 common shares of beneficial interest issued and outstanding. Each common share of beneficial
interest is entitled to one vote.

Revoking Your Proxy

You may revoke your proxy at any time prior to the date of the annual meeting by: (1) submitting a later-dated vote in
person at the annual meeting, or (2) delivering instructions to the attention of the Corporate Secretary at the Company’s
principal executive office, 1450 West Sam Houston Parkway N., Suite 100, Houston, Texas 77043. Any notice of
revocation sent to us must include the shareholder’s name and must be received prior to the meeting to be effective.

How Your Proxy Will Be Voted

All shares represented by properly executed proxies received in time for the meeting will be voted at the meeting in
accordance with the instructions marked thereon or otherwise as provided therein, unless such proxies have previously
been revoked. Unless instructions to the contrary are marked, or if no instructions are specified, shares represented by
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proxies will be voted:

·  FOR the election of all of the following nominees to the Company’s board of trustees: Allen R. Hartman, Terry L.
Henderson, Samuel C. Hathorn, Jack L. Mahaffey, Chris A. Minton, and Chand Vyas.

1
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In addition, if any other matters properly come before the annual meeting, it is the intention of the persons named in
the enclosed proxy card to vote the shares they represent as directed by the board of trustees. We have not received
notice of any other matters that may properly be presented at the annual meeting. If the annual meeting is postponed
or adjourned for any reason, at any subsequent reconvening (within 11 months from the date of this proxy statement)
of the annual meeting, all proxies will be voted in the same manner as such proxies would have been voted at the
original convening of the annual meeting (except for any proxies that have theretofore effectively been revoked or
withdrawn).

Quorum

Each common share of beneficial interest outstanding on the record date is entitled to one vote. Cumulative voting is
not permitted. A quorum, which is fifty percent (50%) of the outstanding shares as of the record date, or 3,778,595
shares, must be present in order to hold the meeting and to conduct business. Your shares will be counted as being
present at the meeting if you appear in person at the meeting or if you submit a properly executed proxy card. Votes
against the proposal will be counted both to determine the presence or absence of a quorum and to determine whether
the requisite number of voting shares has been obtained.

Voting

Tabulation/Required Vote

If a quorum is present, the vote of a majority of the shares represented at the annual meeting in person or by proxy is
required for the election of the trustees. Withheld votes will have the same effect as a vote against the respective
nominee.

Votes cast by proxy or in person at the meeting will be counted by the persons appointed by us to act as inspectors of
election for the meeting. Broker non-votes (which are explained below) and shares as to which authority to vote on
any proposal is withheld, are each included in the determination of the number of shares present and voting at the
meeting for purposes of obtaining a quorum.

Abstentions and Broker Non-Votes

A broker “non-vote” occurs when a nominee holding shares for a beneficial owner does not vote on a particular proposal
because the nominee does not have the discretionary voting power with respect to that item and has not received
instructions from the beneficial owner. Shares with respect to which abstentions and broker “non-votes” are recorded, as
well as shares as to which proxy authority has been withheld with respect to any matter, will be counted for purposes
of determining whether a quorum is present at the meeting. With respect to the election of trustees, abstentions and
broker “non-votes” will have the same effect as a vote against the nominee.

Solicitation of Proxies

This solicitation is being made by mail on behalf of our board of trustees, but may also be made without additional
remuneration by our officers or employees by telephone, telegraph, facsimile transmission, e-mail or personal
interview. We will bear the expense of the preparation, printing and mailing of the enclosed form of proxy, notice of
annual meeting and this proxy statement and any additional material relating to the meeting that may be furnished to
our shareholders by our board subsequent to the furnishing of this proxy statement. We will reimburse banks and
brokers who hold shares in their name or custody, or in the name of nominees for others, for their out-of-pocket
expenses incurred in forwarding copies of the proxy materials to those persons for whom they hold such shares. To
obtain the necessary representation of shareholders at the meeting, supplementary solicitations may be made by mail,
telephone or interview by our officers or employees, without additional compensation, or selected securities dealers.
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PROPOSAL NO. 1

ELECTION OF TRUSTEES

The board of trustees currently consists of six members, four of whom (Samuel C. Hathorn, Jack L. Mahaffey, Chris
A. Minton, and Chand Vyas) are “independent” as that term is defined under Rule 4200(a)(15) of the Nasdaq Stock
Market, and such trustees are also “independent” as that term is defined in the Company’s Amended and Restated
Declaration of Trust (the “Declaration of Trust”). The board of trustees has proposed the following nominees for
election as trustees, each to serve for a term ending at the 2006 Annual Meeting of Shareholders: Allen R. Hartman,
Terry L. Henderson, Samuel C. Hathorn, Jack L. Mahaffey, Chris A. Minton, and Chand Vyas. Each nominee elected
as a trustee will continue in office until his successor has been elected and qualified, or until his earlier death,
resignation or retirement. The persons named in the enclosed proxy intend to vote the proxy for the election of each of
these six nominees, unless you indicate on the proxy card that your vote should be withheld from any or all of the
nominees.

We expect each nominee for election as a trustee to be able to serve if elected. If any nominee is not able to serve,
proxies will be voted in favor of the remainder of those nominated and may be voted for substitute nominees, unless
the board chooses to reduce the number of trustees serving on the board.

The principal occupation and certain other information about the nominees are set forth below.

The board of trustees unanimously recommends a vote FOR the election of these nominees as trustees.

Allen R. Hartman, age 53, has been our president, secretary and a member of our board of trustees since our
formation in 1998. He is also the sole limited partner of our advisor and property manager, Hartman Management,
L.P. (“Hartman Management”), as well as the president, secretary, sole trustee and sole shareholder of the general
partner of Hartman Management. Since 1984, Mr. Hartman, as an individual general partner, has been the sponsor of
17 private limited and general partnerships that have invested in commercial real estate in Houston, San Antonio and
Dallas, Texas. Mr. Hartman has over 30 years of experience in the commercial real estate industry. From 1978 to
1983, Mr. Hartman owned and operated residential rental properties. From 1972 to 1978, Mr. Hartman worked as an
independent contractor in the real estate construction industry. In 1978, Mr. Hartman formed Hartman Investment
Properties (a Texas sole proprietorship) to develop, acquire, manage, and lease commercial real estate ventures.

Terry L. Henderson, age 54, has been our Chief Financial Officer and a member of our board of trustees since April
27, 2005, when he was appointed by the board of trustees to replace Robert W. Engel, who resigned those positions
effective April 26, 2005. Mr. Henderson has been the Chief Financial Officer of Hartman Management since 2003.
Mr. Henderson is a Certified Public Accountant and a member of various professional CPA organizations. He holds a
Bachelor of Business Administration in Accounting from Texas Tech University. Prior to joining Hartman
Management, Mr. Henderson was the Chief Financial Officer for Senterra Real Estate Group in Houston, Texas from
1990 to 2003.

Chand Vyas, age 60, has been a member of our board of trustees since 2002. Mr. Vyas is the Chairman and Chief
Executive Officer of EPS Technology, a global information technology and business process outsourcing company
that he founded in 2000. From 1982 until 1998, Mr. Vyas served as Chief Executive Officer of Ziegler Coal Holding
Company, where he led a buyout of Ziegler from its parent company, Houston Natural Gas, in 1985. In subsequent
years, under Mr. Vyas’ leadership, Ziegler grew many fold through acquisitions including the purchase of Old Ben
Coal from British Petroleum as well as Shell Mining Company from Shell Oil. Ziegler Coal Holding Company went
public in 1994 with the largest initial public offering underwritten during that year’s third quarter.
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Jack L. Mahaffey, age 73, has been a member of our board of trustees since 2000. Mr. Mahaffey served as the
President of Shell Mining Co. from 1984 until 1991. Since his retirement in 1991, Mr. Mahaffey has managed his
personal investments. Mr. Mahaffey graduated from Ohio State University with a B.S. and M.S. in Petroleum
Engineering and served in the United States Air Force. He is a former board member of the National Coal Association
and the National Coal Council.

3
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Samuel C. Hathorn, age 62, has been a member of our board of trustees since 2000. Mr. Hathorn has been in the
home building and land development business for over thirty years. He has held both divisional and senior
management positions with three different large publicly held home builders/developers during his real estate career.
For the last twenty-one years, Mr. Hathorn has been a senior executive with Weyerhaeuser Real Estate Company
(WRECO), a wholly owned subsidiary of Weyerhaeuser Company (NYSE). Since 1984, Mr. Hathorn has been
President and Chief Executive Officer of Trendmaker Homes, the Houston, Texas based home building and land
development subsidiary of WRECO. Mr. Hathorn is a licensed C.P.A. in the State of California and holds a Bachelor
of Science degree in accounting. He currently serves as a director of National Beverage Corp. (AMEX).

Chris A. Minton, age 68, has been a member of our board of trustees since 2000. Mr. Minton was employed by
Lockheed Martin for 35 years and was a Vice-President of Lockheed’s Technology Services Group from 1993 until
1995. While employed at Lockheed, he supervised the business operations of six operating companies that employed
over 30,000 people. Since his retirement from Lockheed in 1995, Mr. Minton has managed his personal investments
and served as a consultant to a privately held aircraft mechanics school and to a Lockheed Martin subsidiary company.
Mr. Minton graduated from Villanova University with a Bachelors Degree, and he is a licensed C.P.A. (retired status)
in the State of Texas. He has been awarded the Gold Knight of Management award for achievements as a professional
manager by the National Management Association.

Board of Trustees Meetings and Committees

During the fiscal year ended December 31, 2004, the board of trustees met four times and did not take any actions by
written consent. All of the Company’s trustees attended at least 75% of the aggregate number of board meetings and
the meetings of each committee of the board of trustees on which they served. All trustees are invited and encouraged
to attend the annual meeting of shareholders. In general, all trustees attend the annual meeting of shareholders unless
they are unable to do so due to unavoidable commitments or intervening events. All of the incumbent trustees attended
the 2004 annual meeting of shareholders.

Our entire board considers all major decisions concerning our business, including any property acquisitions. However,
our board has established committees so that certain functions can be addressed in more depth than may be possible at
a full board meeting. The board of trustees has established two permanent committees, each composed solely of
independent directors: the Audit Committee and the Conflicts Committee.

Audit Committee. The Audit Committee consists of Chris A. Minton, Samuel C. Hathorn, and Chand Vyas. Our board
of trustees has determined that Chris A. Minton, chairman and a certified public accountant, is an “audit committee
financial expert,” as defined by the rules of the SEC. The audit committee’s primary functions are to assist the board of
trustees in fulfilling its oversight responsibilities by reviewing the financial information to be provided to the
shareholders and others, overseeing and evaluating the system of internal controls which management has established,
and supervising the audit and financial reporting process (including direct responsibility for the appointment,
compensation and oversight of the independent registered public accounting firm engaged to perform the annual audit
and quarterly reviews with respect to the Company’s financial statements). The Audit Committee has adopted a written
charter approved by the board of trustees, which can be found on our website at www.hartmanmgmt.com. The
information contained on our web site is not, and should not be considered to be, a part of this proxy statement. Each
of the members of the Audit Committee satisfies the independence requirements of Rules 4200(a)(15) and 4350(d)(2)
of the Nasdaq Stock Market, and such members are also “independent” as that term is defined in the Company’s
Declaration of Trust. During the fiscal year ended December 31, 2004, the Audit Committee met four times and did
not take any actions by written consent.

Nominating Committee. Our board of trustees does not currently have a nominating committee.  Rather, each member
of our board of trustees participates in the process of identifying and considering individuals for board membership. 
Our board of trustees believes its current process is effective, because the current members of the board of trustees are
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seasoned executives from a variety of backgrounds, and because of the role of the independent trustees in the
consideration of potential trustee nominees, as discussed below. In accordance with the Company’s Declaration of
Trust, a majority of the trustees must always be independent (as defined in the Declaration of Trust).  As discussed
above, at present each member of our board of trustees is “independent” as that term is defined under both Rule
4200(a)(15) of the Nasdaq Stock Market and the independence standards prescribed by the Declaration of
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Trust, other than Mr. Hartman and Mr. Henderson.  The board of trustees will consider for recommendation to the
board suggestions made by shareholders for individuals to be considered as potential nominees for trustee that comply
with the following procedures: any such suggestions should be made in writing to Hartman Commercial Properties
REIT, 1450 West Sam Houston Parkway North, Suite 100, Houston, Texas, 77043, Attention: Corporate Secretary,
and must be received no later than December 30, 2005, in order to be considered for the Company’s 2006 Annual
Meeting. In order to be considered by the board of trustees, any candidate proposed by a shareholder will be required
to submit appropriate biographical and other information equivalent to that required of all other trustee candidates.
The board of trustees does not intend to alter the manner in which it evaluates candidates on the criteria described
below based on whether or not the candidate was recommended by a shareholder. In addition to the factors considered
by the trustees as described below, the Company’s declaration of trust requires that each trustee have at least three
years of relevant experience demonstrating the knowledge and experience required to successfully acquire and
manage the type of assets being acquired by the Company.

Once our board of trustees has identified a possible nominee (whether through a recommendation from a shareholder
or otherwise), the independent members of the board of trustees make an initial determination as to whether to
conduct a full evaluation of the candidate.  This initial determination is based on the information provided to the board
of trustees when the candidate is recommended, the board’s own knowledge of the prospective candidate and
information, if any, obtained by the board’s inquiries.  The preliminary determination is based primarily on the need
for additional board members to fill vacancies, expand the size of the board of trustees or obtain representation in
market areas without board representation and the likelihood that the candidate can satisfy the evaluation factors
described below.  If the independent members of the board of trustees determine that additional consideration is
warranted, the board of trustees may gather additional information about the candidate’s background and experience. 
The independent members of the board of trustees then evaluate the prospective nominee against the following
standards and qualifications:

·  achievement, experience and independence;

·  wisdom, integrity and judgment;

·  understanding of the business environment; and

·  willingness to devote adequate time to board duties. 

The independent members of the board of trustees also consider such other relevant factors as they deem appropriate,
including the current composition of the board, the need for specific expertise, and the evaluations of other
candidates.  In connection with this evaluation, the independent members of the board of trustees determine whether
to interview the candidate. If the independent members of the board of trustees decide that an interview is warranted,
one or more of those members, and others as appropriate, interview the candidate in person or by telephone. After
completing this evaluation and interview, the independent members of the board of trustees make a recommendation
to the full board of trustees as to the persons who should be nominated by the board, and the board determines the
nominees after considering the recommendation and report of the independent members of the board of trustees.

Conflicts Committee. The Conflicts Committee consists of Jack L. Mahaffey and Chand Vyas. The conflicts
committee’s primary functions are to review specific matters that the board believes may involve conflicts of interest.
The conflicts committee also determines if the resolution of the conflict of interest is fair and reasonable to us. The
members of the conflicts committee may not be officers or employees of us or any of our affiliates (including Hartman
Management). Each of the members of the Conflicts Committee is “independent” as determined under both Rule
4200(a)(15) of the Nasdaq Stock Market and the independence standards prescribed by the Company’s Declaration of
Trust. During the fiscal year ended December 31, 2004, the Conflicts Committee met three times and did not take any
actions by written consent.
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Code of Ethics

Our board of trustees has adopted a Code of Business Conduct Policy that is applicable to all members of our board of
trustees,  our executive officers  and our employees.  We have posted the policy on our website ,  at
www.hartmanmgmt.com. If, in the future, we amend, modify or waive a provision in the Code of Business Conduct
Policy, we may, rather than filing a Current Report on Form 8-K, satisfy the disclosure requirement by posting such
information on our website as necessary.

Communication with Trustees

We have established procedures for shareholders or other interested parties to communicate directly with our board of
trustees. Such parties can contact the board by mail at: Chairperson of the Hartman Commercial Properties REIT
Audit Committee, 1450 West Sam Houston Parkway North, Suite 100, Houston, Texas 77043. The Chairman of the
Audit Committee will receive all communications made by this means.

Directors’ Compensation

We pay our independent trustees an annual fee of $5,000, $1,000 for each meeting attended, $1,000 per quarter for
attendance at board committee meetings, and $1,000 per year for attendance at meetings of the independent board
members, payable (at the option of the trustee) in either cash or by issuing such trustees common shares of beneficial
interest. Although we have not granted any awards under our equity compensation plans to any of our trustees, we
may also grant options to purchase common shares or other incentive awards to members of the board. All trustees are
reimbursed for reasonable out-of-pocket expenses incurred in connection with attendance at meetings of the board of
trustees. Trustees who are not independent, by virtue of the fact that they are officers of Hartman Management, L.P.,
the affiliate management company which manages all of the Company’s operations, do not receive any separate
compensation for services rendered as a trustee.

Executive Officers

Allen R. Hartman and Terry L. Henderson currently serve as our executive officers. Mr. Hartman currently serves as
our President and Secretary, while Mr. Henderson currently serves as our Chief Financial Officer. For more
information regarding Mr. Hartman and Mr. Henderson, please see their biographies above.

Executive Compensation

We have no employees. Our operations are conducted by Hartman Management, L.P. and its affiliates. A description
of the fees and compensation that we pay to Hartman Management, L.P. and its affiliates is found in the “Certain
Transactions” section below.

6
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Equity Compensation Plan Information as of December 31, 2004

The following table sets forth information as to the Company’s equity compensation plan as of the end of the
Company’s 2004 fiscal year:

Plan Category

Number of securities
to be

issued upon exercise of
the

outstanding options,
warrants and rights

(a)

Weighted-average
exercise price of

outstanding
options,

warrants and rights
(b)

Number of securities
remaining

available for future
issuance

under equity compensation
plans

(excluding securities
reflected in
column (a))

(c)
Equity
Compensation Plans
approved by security
holders 0 $ 0 5,000,000 (2)
Equity
Compensation Plans
not approved by
security holders N/A N/A N/A

(1) All of the 5,000,000 shares of stock reserved for issuance relate to the Company’s Employee and Trust Manager
Incentive Share Plan (the “Plan”).

(2) The number of shares available for issuance under the Plan is equal to 5% of the Company’s issued and outstanding
shares of common stock (on a fully diluted basis), subject to a maximum of 5,000,000 shares. As of December 31,
2004, the total number of shares available for issuance under the Plan was equal to 350,507.

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

Our Declaration of Trust provides that, to the maximum extent permitted by Maryland law, none of our trustees or
officers will be liable to us for any money damages, except for liability resulting from (a) actual receipt of an improper
benefit or profit in money, property or services or (b) active and deliberate dishonesty established by a final judgment
and which is material to the cause of action. We also maintain a directors and officers liability insurance policy.

The Company’s Declaration of Trust provides that the Company will indemnify and hold harmless a trustee, officer,
employee or agent against any and all losses or liabilities reasonably incurred by such trustee, officer, employee or
agent in connection with or by reason of any act or omission performed or omitted to be performed on the Company’s
behalf in such capacity.

However, the Company’s Declaration of Trust limits the Company’s ability to indemnify its trustees, officers,
employees or agents for losses arising from its operation by requiring that the following additional conditions are met:

·  the trustees, officers, employees or agents have determined, in good faith, that the course of conduct that caused the
loss or liability was in the Company’s best interests;
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·  in the case of non-independent trustees, the liability or loss was not the result of negligence or misconduct by the
non-independent trustee;

·  in the case of independent trustees, the liability or loss was not the result of gross negligence or willful misconduct
by the independent trustee; and

·  the indemnification or agreement to hold harmless is recoverable only out of the Company’s net assets and not from
the shareholders.

7
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Indemnification could reduce the legal remedies available to the Company and its shareholders against the
indemnified individuals. These rights do not limit a shareholder’s ability to obtain injunctive relief or other equitable
remedies for a violation of a trustee’s or an officer’s duties to the Company, although the equitable remedies may not be
an effective remedy in some circumstances. The general effect to investors of any arrangement under which any of our
trustees, officers, employees or agents are indemnified against liability is a potential reduction in distributions
resulting from such obligations or from our payment of premiums associated with any insurance we may obtain in
relation to these obligations.

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

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

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

·  a court of competent jurisdiction approves a settlement of the claims against the indemnitee and finds that
indemnification of the settlement and the related costs should be made, and the court considering the request for
indemnification has been advised of the position of the Securities and Exchange Commission and of the published
position of any state securities regulatory authority in which the securities were offered as to indemnification for
violations of securities laws.

Indemnification will be allowed for settlements and related expenses of lawsuits alleging securities laws violations
and for expenses incurred in successfully defending any lawsuits, provided that a court either:

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

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

Compensation Committee Interlocks and Insider Participation

As indicated above, the Company’s board of trustees presently does not have a compensation committee. However,
during fiscal 2004, all decisions of the board of trustees concerning executive officer compensation were made solely
by the independent trustees, without the participation of any officer, former officer or employee of the Company.
None of our executive officers serves as a member of the board of trustees, board of directors or board compensation
committee of any entity that has one or more of such entity’s executive officers serving as a member of our board of
trustees.

Securities Ownership of Officers and Directors

As of March 31, 2005, to our knowledge, no member of our board of trustees, nominee for election to the board of
trustees, nor any of our executive officers, or any person or “group” (as that term is used in the Securities Exchange Act
of 1934, as amended) is a “beneficial owner” of more than 5% of our outstanding common shares of beneficial interest.
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 PRINCIPAL ACCOUNTANTS' FEES AND SERVICES

The Audit Committee has selected, and the board of trustees has ratified, Pannell Kerr Forster of Texas, P.C., as the
Company’s independent auditors. The Company does not expect a representative from this firm to attend the annual
meeting and, accordingly, no such representative is expected to make any statement or to be available to respond to
questions at the annual meeting.

Audit and Non-Audit Fees

The following table presents fees for professional audit services rendered by Pannell Kerr Forster of Texas, P.C., our
independent auditors, for the audit of our annual financial statements for the years ended December 31, 2004, and
December 31, 2003, and fees billed for other services rendered by Pannell Kerr Forster of Texas, P.C. during those
periods:

2004 2003
Audit Fees (1) $119,655 $195,788
Audit-Related
Fees (2)

51,298 142,791

Tax Fees (3) 26,978 21,661
All Other Fees ——                              
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