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[TRUST LOGO]

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

        Notice is hereby given that the 2004 Annual Meeting of Shareholders of InnSuites Hospitality Trust (the "Trust") will be held in the
Kachina Room at the InnSuites Hotels Phoenix Best Western, 1615 E. Northern Avenue, Phoenix, Arizona 85020 (phone: 602-997-6285) on
Friday, December 10, 2004, at 11:00 a.m., local time, for the purpose of considering and acting upon:

1.
The election of three Trustees, one to hold office until the 2005 Annual Meeting of Shareholders and until his successor shall
be elected and qualified and two to hold office until the 2007 Annual Meeting of Shareholders and until their successors
shall be elected and qualified (listed as Proposal 1 on the Proxy Card).

2.
The approval of the following, proposed by the Trust in connection with its efforts to meet the continued listing standards of
the American Stock Exchange:

A.
the issuance of Shares of Beneficial Interest of the Trust in exchange for the cancellation of indebtedness owed by
the Trust to RRF Limited Partnership (listed as Proposal 2A on the Proxy Card);

B.
the issuance of Shares of Beneficial Interest of the Trust in consideration of the Trust's acquisition of all general
partner interests of Yuma Hospitality Properties, Ltd. which are currently held by RRF Limited Partnership (listed
as Proposal 2B on the Proxy Card);

C.
the issuance of Shares of Beneficial Interest of the Trust in exchange for the cancellation of indebtedness owed by
the Trust to certain affiliates of James F. Wirth (listed as Proposal 2C on the Proxy Card); and

D.
the issuance of Shares of Beneficial Interest of the Trust upon the conversion of Class B limited partnership units
in RRF Limited Partnership into Shares of Beneficial Interest by James F. Wirth and certain of his affiliates (listed
as Proposal 2D on the Proxy Card).

3.
The transaction of any other business that properly may come before the meeting and any adjournments thereof.

        Shareholders of the Trust of record at the close of business on October 27, 2004 are entitled to vote at the 2004 Annual Meeting of
Shareholders and any adjournments thereof.

By order of the Board of Trustees

MARC E. BERG
Secretary

Phoenix, Arizona
November     , 2004

Shareholders are requested to complete, date, sign and return the enclosed Proxy Card in the envelope provided, which requires no
postage if mailed in the United States.
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[TRUST LOGO]

November     , 2004

InnSuites Hotels Centre
1615 E. Northern Avenue
Suite 102
Phoenix, Arizona 85020

PROXY STATEMENT

Proxy Solicitation

        The accompanying proxy is solicited by the Trustees of InnSuites Hospitality Trust (the "Trust") for use at the 2004 Annual Meeting of
Shareholders to be held on Friday, December 10, 2004 and any adjournments thereof. In addition to the Trust's solicitation of proxies by mail,
the Trustees, officers and regular employees of the Trust may also solicit the return of proxies by mail, telephone, telegram or personal contact,
for which they will not receive additional compensation. The Trust will pay the cost of soliciting proxies in the accompanying form. The Trust
will reimburse brokers or other persons holding Shares in their names or in the names of their nominees for their reasonable expenses in
forwarding proxy material to the beneficial owners of such Shares.

General Information

        Shareholders of record at the close of business on October 27, 2004 (the record date) will be entitled to vote at the 2004 Annual Meeting of
Shareholders and at any adjournments thereof. At that date, there were 2,349,155 Shares of Beneficial Interest of the Trust ("Shares") issued and
outstanding. Each outstanding Share is entitled to one vote on all matters that properly come before the 2004 Annual Meeting. At least 1,174,578
Shares must be represented at the 2004 Annual Meeting in person or by proxy in order to constitute a quorum for the transaction of business.

        This Proxy Statement and the accompanying form of proxy are first being mailed to the shareholders of the Trust on or about November    ,
2004. The Trust is also mailing with this Proxy Statement its Annual Report to Shareholders for the fiscal year ended January 31, 2004, its
Quarterly Report on Form 10-Q for the three months ended April 30, 2004, as amended, and its Quarterly Report on Form 10-Q for the six
months ended July 31, 2004.

        No appraisal rights are available under Ohio law or under the Declaration of Trust of the Trust to any shareholder who dissents from any of
the Proposals.

        A proxy may be revoked at any time before a vote is taken or the authority granted is otherwise exercised. Revocation may be
accomplished by the execution of a later proxy with regard to the same Shares or by giving notice in writing to the Trust's Secretary or in an
open meeting.

The Proposals

        Shares represented by properly executed proxy cards will be voted in accordance with the specifications made thereon. If no specification is
made, proxies will be voted FOR the following proposals (each, a "Proposal," and collectively, the "Proposals"):

1.
the election of the Trustee nominees named herein (listed as Proposal 1 on the Proxy Card), and

2.
the approval of each of the following:

A.
the issuance of up to 7,125,876 Shares in exchange for the cancellation of certain indebtedness of the Trust
currently owed to RRF Limited Partnership (the "Debt Cancellation Proposal"), only 3,051,300 of which would
remain outstanding following the
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consummation of the Debt Cancellation Proposal (listed as Proposal 2A on the Proxy Card);

B.
the issuance of up to 5,356,392 Shares in consideration of the Trust's acquisition of all general partner interests of
Yuma Hospitality Properties, Ltd. currently held by RRF Limited Partnership (the "Acquisition Proposal"), only
2,293,607 of which would remain outstanding following the consummation of the Acquisition Proposal (listed as
Proposal 2B on the Proxy Card);

C.
the issuance of up to 568,155 Shares in exchange for the cancellation of certain indebtedness of the Trust currently
owed to certain affiliates of James F. Wirth (the "Notes Cancellation Proposal"), all 568,155 of which would
remain outstanding following the consummation of the Notes Cancellation Proposal (listed as Proposal 2C on the
Proxy Card); and

D.
the issuance of up to 1,000,000 Shares in exchange for the conversion of a like-number of Class B limited
partnership units in RRF Limited Partnership into Shares by James F. Wirth and certain of his affiliates (the "Units
Conversion Proposal"), all 1,000,000 of which would remain outstanding following the consummation of the Units
Conversion Proposal (listed as Proposal 2D on the Proxy Card).

        The Board of Trustees recommends that the shareholders vote FOR each of the Trustee nominees. The Board of Trustees is not making a
recommendation with respect to any of the Proposals. Each of the Trustees and executive officers other than Mr. Wirth, however, has indicated
their intention to vote the Shares owned by them in favor of each of the Proposals. As of October 27, 2004, the Trustees and executive officers
other than Mr. Wirth collectively own approximately 12.02% of the Trust's issued and outstanding Shares. Mr. Wirth and his affiliates have
agreed to vote the Shares owned by them in the same proportions as the other votes cast with respect to each Proposal. As of October 27, 2004,
Mr. Wirth and his affiliates collectively own approximately 25.99% of the Trust's issued and outstanding Shares.

        The approval of any one Proposal is not contingent upon the approval of any other Proposal. In addition, the Board of Trustees will
implement any Proposal only if it determines that the implementation of that Proposal is in the best interests of the Trust, and may implement
any of the Proposals that are approved by the shareholders regardless of the failure to approve any of the other Proposals.

        The approval of each Proposal requires the affirmative vote of a majority of the issued and outstanding Shares entitled to vote present in
person or by proxy at the Annual Meeting. Abstentions and broker non-votes, unless a broker's authority to vote on a particular matter is limited,
are tabulated in determining the votes present at a meeting. Consequently, an abstention or a broker non-vote (assuming a broker has unlimited
authority to vote on the matter) has the same effect as a vote against a Trustee or a proposal, as each abstention or broker non-vote would be one
less vote for a Trustee nominee or for the approval of a proposal.

SUMMARY OF PROPOSAL TERMS

        The following is a summary of the material terms of the Debt Cancellation Proposal, the Acquisition Proposal, the Notes Cancellation
Proposal and the Units Conversion Proposal, and the Trust's proposed issuance of Shares thereunder. Cross references to further information
contained in this Proxy Statement are provided with each summary item. This summary may not contain all of the information regarding the
Proposals that you may consider important. You should read this entire proxy statement before voting your Shares.

2
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Purposes of the Proposals

        The Trust's Board of Trustees believes that consummating the transactions contemplated by the Proposals would facilitate the Trust's
compliance with the American Stock Exchange's continued listing standards.

        The failure of the Trust's shareholders to approve any one (or more) of the Proposals could substantially hinder the Trust's ability to regain
compliance with the American Stock Exchange's continued listing standards. If the Trust's Shares were delisted from the American Stock
Exchange, liquidity in the trading market for its Shares could be significantly decreased, which could greatly reduce the trading price of and
increase the transaction costs of trading the Trust's Shares.

        The Trust can provide no assurance, however, that future events will not result in additional proceedings against the Trust with respect to
the American Stock Exchange's continued listing standards.

        See "Purposes of Proposals 2A, 2B, 2C and 2D" herein (p. 45).

The Debt Cancellation Proposal (Proposal 2A)

�
RRF Limited Partnership, the Trust's operating partnership (the "Partnership"), would receive up to 7,125,876 Shares in exchange for
the cancellation of an aggregate of $8.3 million in principal plus approximately $260,000 in accrued but unpaid interest owed by the
Trust to the Partnership (p. 31).

�
The maximum number of Shares to be issued by the Trust in connection with the Debt Cancellation Proposal (7,125,876) is based on a
price of $1.20 per Share. The exact number of Shares to be issued to the Partnership would be determined by dividing the amount of
the debt (principal and accrued but unpaid interest) by the market price of the Trust's Shares at the effective time of the debt
cancellation, provided, however, that regardless of the market price, the per Share price used for this calculation will not be less than
$1.20 or more than $2.00 (p. 31).

�
The Shares received by the Partnership would be immediately distributed to its partners, which include the Trust (as the sole general
partner) and James F. Wirth and his affiliates (as majority limited partners) (p. 31).

�
Due to the Trust's ownership interest in the Partnership, the Trust's receipt of Shares from the Partnership would cause up to 4,074,576
of the total Shares issued in connection with the Debt Cancellation Proposal to be held by the Trust as treasury shares, with the result
that only 3,051,300 of the issued Shares would remain outstanding. Mr. Wirth and his affiliates will receive up to 2,409,971 of the
total Shares issued in connection with the Debt Cancellation Proposal (p. 56).

�
As a result of the issuance of Shares described in the Debt Cancellation Proposal, the percentage ownership interests of all existing
Trust shareholders other than Mr. Wirth and his affiliates and, under some circumstances, limited partners of the Partnership who are
also Trust shareholders would be diluted (p. 56).

�
The reduction in the Trust's liabilities resulting from the transactions described in the Debt Cancellation Proposal would increase the
Trust's reported shareholders' equity, which would facilitate the Trust's compliance with the continued listing standards of the
American Stock Exchange (p. 32).

The Acquisition Proposal (Proposal 2B)

�
Yuma Hospitality Properties, Ltd. ("Yuma LP") owns the 166-suite InnSuites Hotels and Suites Yuma located in Yuma, Arizona
(p. 36).

�
The Partnership is the sole 99.9% general partner of Yuma LP, and RRF-LP LLC I is the sole 0.1% limited partner of Yuma LP. The
Partnership is the sole member of RRF-LP LLC I (p. 33).
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�
To acquire the 99.9% general partner interest in Yuma LP, the Trust would issue up to 5,356,392 Shares to the Partnership (p. 33 ).

�
The maximum number of Shares to be issued by the Trust in connection with the Acquisition Proposal (5,356,392) is based on a price
of $1.20 per Share. The exact number of Shares to be issued to the Partnership would be determined by dividing the fair value of the
assets of Yuma LP (approximately $9.0 million, consisting of the appraised value of the hotel of $8.3 million plus the book value of all
other assets) less assumed liabilities (approximately $2.5 million, including mortgage debt of $2.3 million) by the market price of the
Trust's Shares at the effective time of the acquisition, provided, however, that regardless of the market price, the per Share price used
for this calculation will not be less than $1.20 or more than $2.00 (p. 33).

�
The Shares received by the Partnership would be immediately distributed to its partners, which include the Trust (as the sole general
partner) and James F. Wirth and his affiliates (as majority limited partners) (p. 33).

�
Due to the Trust's ownership interest in the Partnership, the Trust's receipt of Shares from the Partnership would cause up to 3,062,785
of the total Shares issued in connection with the Acquisition Proposal to be held by the Trust as treasury shares. As a result, only
2,293,607 of the issued Shares would remain outstanding. Mr. Wirth and his affiliates will receive up to 1,811,532 of the total Shares
issued in connection with the Acquisition Proposal (p. 57).

�
As a result of the issuance of Shares described in the Acquisition Proposal, the percentage ownership interests of all existing Trust
shareholders other than Mr. Wirth and his affiliates and, under some circumstances, limited partners of the Partnership who are also
Trust shareholders would be diluted (p. 57).

�
The Trust's acquisition of the 99.9% sole general partner interest in Yuma LP resulting from the transactions described in the
Acquisition Proposal would increase the Trust's allocation of the Yuma Hotel's profitable operations and the Trust's allocation of
Yuma LP's equity, which in each case would further increase the Trust's reported shareholders' equity, which would facilitate the
Trust's compliance with the continued listing standards of the American Stock Exchange (p. 33).

�
The issuance of the Shares contemplated by the Acquisition Proposal would also increase the Trust's reported shareholders' equity,
which would facilitate the Trust's compliance with the continued listing standards of the American Stock Exchange (p. 33).

The Notes Cancellation Proposal (Proposal 2C)

�
Hulsey Hotels Corporation, Brian Wirth, Christopher Wirth, Eric Wirth and Pamela Wirth Barnhill, each an affiliate of James F. Wirth
(the "Note Holders"), would receive up to an aggregate of 568,155 Shares in exchange for the cancellation of an aggregate of $681,786
in principal owed by the Trust to the Note Holders (p. 42).

�
The maximum number of Shares to be issued by the Trust in connection with the Notes Cancellation Proposal (568,155) is based on a
price of $1.20 per Share. The exact number of Shares to be issued to the Note Holders would be determined by dividing the amount of
the debt (principal and accrued but unpaid interest) by the market price of the Trust's Shares at the effective time of the note
cancellations, provided, however, that regardless of the market price, the per Share price used for this calculation will not be less than
$1.20 or more than $2.00 (p. 42).

�
All Shares issued in connection with the Notes Cancellation Proposal (up to 568,155) would remain outstanding (p. 42).

4
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�
As a result of the issuance of Shares described in the Notes Cancellation Proposal, the percentage ownership interests of all existing
Trust shareholders other than the Note Holders would be diluted (p. 57).

�
The reduction in the Trust's liabilities through the issuance of Shares as described in the Notes Cancellation Proposal would increase
the Trust's reported shareholders' equity, which would facilitate the Trust's compliance with the continued listing standards of the
American Stock Exchange (p. 43).

The Units Conversion Proposal (Proposal 2D)

�
As of October 27, 2004, James F. Wirth and his affiliates held all 4,467,938 outstanding Class B limited partnership units in the
Partnership, each of which may be converted into one newly-issued Share upon the approval of the Board of Trustees (p. 44).

�
Pursuant to the Units Conversion Proposal, Mr. Wirth and his affiliates would be permitted to convert up to 1,000,000 Class B limited
partnership units into the same number of Shares (p. 44).

�
Subject to shareholder approval, Mr. Wirth and his affiliates have received the approval of the Board of Trustees for the proposed
conversion of up to 1,000,000 Class B limited partnership units (p. 44).

�
Mr. Wirth has informed the Trust of his intention to convert up to 1,000,000 Class B limited partnership units into 1,000,000 Shares
following shareholder approval of the Units Conversion Proposal to the extent necessary to facilitate the Trust's compliance with the
continued listing standards of the American Stock Exchange (p. 44).

�
All Shares issued in connection with the Units Conversion Proposal (up to 1,000,000) would remain outstanding (p. 44).

�
As a result of the issuance of Shares described in the Units Conversion Proposal, the percentage ownership interests of all existing
Trust shareholders other than Mr. Wirth and his affiliates would be diluted (p. 58).

�
As a result of the conversion of limited partnership units into Shares as described in the Units Conversion Proposal, the Trust would
increase its sole general partner interest in the Partnership, increasing its allocation of the Partnership's reported equity which would
further increase the Trust's reported shareholders' equity, which would facilitate the Trust's compliance with the continued listing
standards of the American Stock Exchange (p. 44).

�
As of July 31, 2004, the Trust owns a 57.18% general partner interest in the Partnership. If the Units Conversion Proposal is adopted
and implemented, the Trust's general partner interest will increase to 64.75% (p. 58).

Effects of the Proposals

        If all of the Proposals are approved and the maximum number of Shares contemplated under all of the Proposals are issued, the percentage
ownership of Shares by Mr. Wirth and his affiliates would increase from approximately 25.94% to approximately 69.07% of the Trust's issued
and outstanding Shares following the Partnership's distribution of Shares to its partners.

        As a result of the issuance of Shares as contemplated by the Proposals, Mr. Wirth and his affiliates will have the ability to exert significant
influence over our policies and affairs, including the power to elect Trustees, to increase the size of the Board of Trustees, and to approve actions
requiring a shareholder vote, such as amendments to our Declaration of Trust, transactions with affiliates, mergers, and asset acquisitions or
dispositions. In addition, Mr. Wirth and his affiliates may be able to prevent or cause a change of control of the Trust by either voting his Shares
against or for a change of control or selling his Shares and causing a change of control.

5
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        As a result of the issuance of Shares as contemplated by the Proposals, the Trust could elect to be treated as a "controlled company" for
purposes of compliance with the rules of the American Stock Exchange. If the Trust elected to be treated as a "controlled company," the Trust
would no longer be required to have a majority of its Trustees be "independent" (as such term is defined by Securities and Exchange
Commission rules and the continued listing standards of the American Stock Exchange) or to maintain an "independent" nominating or
compensation committee. The Trust does not currently intend to elect to be treated as a "controlled company."

        See "Effects of the Proposals" herein (p. 56).

6
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ELECTION OF TRUSTEES
(Proposal 1 on the Proxy Card)

        At the Annual Meeting, three Trustees are to be elected, one with a one-year term expiring at the 2005 Annual Meeting of Shareholders and
two with three-year terms expiring at the 2007 Annual Meeting of Shareholders and, in each case, until their respective successors are duly
elected and qualified.

        The Board of Trustees reluctantly accepted the resignation of Edward G. Hill as Trustee effective January 31, 2004. Mr. Hill informed the
Trust that he wishes to focus on other personal interests. The Board of Trustees will miss the experience and expertise of Mr. Hill and wishes
him well in his personal pursuits.

        To fill the vacancy created by the resignation of Mr. Hill, and consistent with the Trust's Declaration of Trust, as of February 3, 2004, the
remaining members of the Board of Trustees unanimously appointed Stephen A McConnell to serve as Trustee in the class whose terms expire
at the 2005 Annual Meeting of Shareholders. In accordance with the terms of the Declaration of Trust, Mr. McConnell must stand for election by
the shareholders at the 2004 Annual Meeting of Shareholders. The biography of Mr. McConnell is set forth below.

        Accordingly, Stephen A McConnell will stand for election as Trustee to a term expiring at the 2005 Annual Meeting of Shareholders, and
James F. Wirth and Peter A. Thoma will stand for re-election as Trustees to terms expiring at the 2007 Annual Meeting of Shareholders. Unless
a shareholder requests that voting of a proxy be withheld for any one or more of the nominees for Trustee in accordance with the instructions set
forth on the proxy, it presently is intended that Shares represented by proxies solicited hereby will be voted FOR the election of Stephen A
McConnell as Trustee to a term expiring at the 2005 Annual Meeting of Shareholders and the election of James F. Wirth and Peter A. Thoma as
Trustees to terms expiring at the 2007 Annual Meeting of Shareholders. The nominees have consented to being named in this Proxy Statement
and to serve if elected. Should any nominee subsequently decline or be unable to accept such nomination or to serve as a Trustee, an event which
the current Trustees do not now expect, the persons voting the Shares represented by proxies solicited hereby may vote such Shares for a slate of
three persons which includes a substitute nominee.

        The Trust's Board of Trustees currently has five members and is divided into three classes, as follows:

�
two Trustees in the class whose terms expire at the 2004 Annual Meeting of Shareholders;

�
two Trustees in the class whose terms expire at the 2005 Annual Meeting of Shareholders; and

�
one Trustee in the class whose term expires at the 2006 Annual Meeting of Shareholders.

        Each of the Trustees serves for three years and until his successor is duly elected and qualified. A majority of the Trustees, Messrs. Thoma,
Robson and McConnell, are "independent" as defined by the American Stock Exchange listing standards. The Trust expects all of its Trustees to
attend the 2004 Annual Meetings of Shareholders. All incumbent Trustees were present at the 2003 Annual Meeting of Shareholders.

        James F. Wirth and Peter A. Thoma, whose terms as Trustee expire at the 2004 Annual Meeting of Shareholders, each have chosen to stand
for re-election as Trustee to a term expiring at the 2007 Annual Meeting of Shareholders. Stephen A McConnell, who was appointed by the
Board of Trustees to fill the vacancy created by the resignation of Mr. Hill, has chosen to stand for election as Trustee to a term expiring at the
2005 Annual Meeting of Shareholders. The biographies of Messrs. Wirth, Thoma and McConnell, and each of the Trustees whose term in office
will continue after the 2004 Annual Meeting of Shareholders, are set forth below.
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The Board of Trustees of the Trust recommends a vote FOR James F. Wirth, Peter A. Thoma and Stephen A McConnell as
Trustees.

Nominees, Trustees and Executive Officers

        The information concerning the Trustees and executive officers of the Trust set forth in the following table is based in part on information
received from the respective Trustees and executive officers and in part on the Trust's records. The following table sets forth the name, age, term
of office and principal business experience for each Trustee, nominee for Trustee and executive officer of the Trust, as applicable.

Name

Principal Occupations During Past
Five Years, Age as of October 27, 2004

and Directorships Held
Trustee
Since

Nominee For Term Expiring in
2005

Stephen A McConnell1,2,3,4 President of Solano Ventures since 1991, an investment fund devoted
to small and mid-sized companies. Chairman of G-L Industries, L.L.C.
from June 1998 to July 2004, a Salt Lake City-based manufacturer of
wood glue-lam beams used in the construction industry. Chairman of
Mallco Lumber & Building Materials, Inc., a wholesale distributor of
lumber and doors from 1991 to 1997. Member of the Board of
Directors of Mobile Mini, Inc., Capital Title Group, Inc., Miracor
Diagnostics, Inc. and OneSource Technologies, Inc. Age: 51.

February 3, 2004

Nominees for Terms Expiring in
2007

James F. Wirth1 Chairman, President and Chief Executive Officer of the Trust since
January 30, 1998. Owner (together with his affiliates) of Suite Hotels
LLC and affiliated entities, owners and operators of hotels, since 1980.
President of Rare Earth Development Company, a real estate
investment company owned by Mr. Wirth and his affiliates, since
1973. Age: 58.

January 30, 1998

Peter A. Thoma2,3,4 Owner and operator of A&T Verleigh, Hamburg, Germany, a
hospitality service and rental company, since 1997. Owner and
operator of Thoma Zeltsysteme, Hamburg, Germany, an import and
sales company, since 1997. Age: 38.

April 13, 1999

Trustee Whose Term Expires in
2005

Steven S. Robson2,3,4 President of Robson Communities, Inc. and Scott Homes and Scott
Multifamily, Inc., residential real estate developers, since 1979. Age:
48.

June 16, 1998

8
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Trustee Whose Term Expires in
2006

Marc E. Berg1 Executive Vice President, Secretary and Treasurer of the Trust since
February 10, 1999. Vice President �Acquisitions of the Trust from
December 16, 1998 to February 10, 1999. Consultant to InnSuites
Hotels since 1989. Self-employed as a Registered Investment Advisor
since 1985. Age: 52.

January 30, 1998

1

Member of the Executive Committee.

2

Member of the Audit Committee.

3

Member of the Compensation Committee.

4

Member of the Governance and Nominating Committee.

Other Executive Officers
Anthony B. Waters Chief Financial Officer of the Trust since February 29, 2000. Controller of the Trust from June 17,

1999 to February 29, 2000. Accountant and auditor with Michael Maastricht, CPA from June 16, 1998
to June 15, 1999, performing audits for InnSuites Hotels, Inc. Self-employed, concentrating in
computerized accounting and information systems, from 1990 to June 1998. Age: 57.

        The Trustees held 2 meetings during fiscal year 2004. Two of the three nominees for Trustee, Messrs. Wirth and Thoma, were members of
the Board of Trustees during fiscal year 2004 and are standing for re-election at the 2004 Annual Meeting of Shareholders. Mr. McConnell, who
was appointed by the Board of Trustees to fill the vacancy created by the resignation of Mr. Hill, will stand for election at the 2004 Annual
Meeting of Shareholders.

Trustee Nominations and Qualifications

        The Governance and Nominating Committee expects to identify nominees to serve as Trustees of the Trust primarily by accepting and
considering the suggestions and nominee recommendations made by members of the Board of Trustees and the Trust's management and
shareholders. Nominees for Trustee are evaluated based on their character, judgment, independence, financial or business acumen, diversity of
experience, ability to represent and act on behalf of all Trust shareholders and the needs of the Board of Trustees. In general, before evaluating
any nominee, the Governance and Nominating Committee first determines the need for additional Trustees to fill vacancies or expand the size of
the Board of Trustees and the likelihood that a nominee can satisfy the evaluation criteria. The Governance and Nominating Committee would
expect to re-nominate incumbent Trustees who have served well on the Board of Trustees and express an interest in continuing to serve.

        The Governance and Nominating Committee will consider shareholder recommendations for Trustee nominees. A shareholder who wishes
to suggest a Trustee nominee for consideration by the Governance and Nominating Committee should send a resume of the nominee's business
experience and background to James F. Wirth, InnSuites Hospitality Trust, 1615 E. Northern Avenue, Suite 102, Phoenix, Arizona 85020. The
mailing envelope and letter must contain a clear notation indicating that the enclosed letter is a "Shareholder-Board of Trustees Nominee."
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Shareholder Communications with the Board of Trustees

        Shareholders interested in communicating directly with the Board of Trustees or any individual member thereof may do so by writing to the
Secretary, InnSuites Hospitality Trust, 1615 E. Northern Avenue, Suite 102, Phoenix, Arizona 85020. The mailing envelope and letter must
contain a clear notation indicating that the enclosed letter is a "Shareholder-Board of Trustees Communication." The Secretary will review all
such correspondence and regularly forward to the Board of Trustees a log and summary of all such correspondence and copies of all
correspondence that, in the opinion of the Secretary, deals with the functions of the Board of Trustees or Committees thereof or that he otherwise
determines requires their attention. Trustees may at any time review a log of all correspondence received by the Trust that is addressed to
members of the Board of Trustees and request copies of any such correspondence. Concerns relating to accounting, internal controls or auditing
matters are immediately brought to the attention of the Trust's accounting department and handled in accordance with procedures established by
the Audit Committee for such matters.

Code of Ethics and Code of Conduct and Ethics

        The Trust has adopted a Code of Ethics that applies to its Chief Executive Officer, Chief Financial Officer and principal accounting officer
and persons performing similar functions. The Trust has posted its Code of Ethics on its Internet website at www.innsuitestrust.com. The Trust
intends to satisfy all Securities and Exchange Commission and American Stock Exchange disclosure requirements regarding any amendment to,
or waiver of, the Code of Ethics relating to its Chief Executive Officer, Chief Financial Officer and principal accounting officer, and persons
performing similar functions, by posting such information on its website and making any necessary filings with the SEC. In addition, the Trust
has adopted a Code of Conduct and Ethics that applies to all of its employees, officers and Trustees. It is also available on the Trust's Internet
website at www.innsuitestrust.com.
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BOARD COMMITTEES

        All incumbent Trustees attended at least 75% of the aggregate number of meetings held by the Board of Trustees and all committees on
which the Trustee served.

Audit Committee

        The Audit Committee is directly responsible for the appointment, compensation, retention and oversight of the work of the Trust's
independent auditors, including reviewing the scope and results of audit and non-audit services. The Audit Committee also reviews internal
accounting controls and assesses the independence of the Trust's auditors. In addition, the Audit Committee has established procedures for the
receipt, retention and treatment of any complaints received by the Trust regarding accounting, internal controls or auditing matters and the
confidential, anonymous submission by the Trust's employees of any concerns regarding accounting or auditing matters. The Audit Committee
has the authority to engage independent counsel and other advisors as it deems necessary to carry out its duties. The Audit Committee met four
times during fiscal year 2004.

        All members of the Audit Committee are "independent," as such term is defined by Securities and Exchange Commission ("SEC") rules
and American Stock Exchange ("Amex") listing standards. The Board of Trustees has determined that Mr. McConnell, a member of the Trust's
Audit Committee, qualifies as a "financial expert" under applicable SEC rules. The Board of Trustees of the Trust has adopted an Amended and
Restated Audit Committee Charter. The Trust has posted its Amended and Restated Audit Committee Charter on its Internet website at
www.innsuitestrust.com, a copy of which is also attached hereto as Appendix A.

Audit Committee Report

        The Audit Committee of the Board of Trustees has reviewed and discussed the audited financial statements of the Trust for the fiscal year
ended January 31, 2004 with the management of the Trust. In addition, the Audit Committee has discussed with McGladrey & Pullen, LLP, the
independent auditors of the Trust, the matters required by Codification of Statements on Auditing Standards No. 61. The Audit Committee has
also received the written disclosures and the letter from McGladrey & Pullen, LLP required by Independence Standards Board Standard No. 1
and has discussed with McGladrey & Pullen, LLP its independence from the Trust, including the compatibility of non-audit services with
McGladrey & Pullen, LLP's independence. The Audit Committee has also pre-approved the fees to be charged to the Trust by its independent
auditors for audit and non-audit services.

        Based on the foregoing, the Audit Committee recommended that such audited financial statements be included in the Trust's Annual Report
for the fiscal year ended January 31, 2004. The Trust's Annual Report on Form 10-K was filed with the SEC on April 30, 2004, and Amendment
No. 1 to Annual Report on Form 10-K was filed with the SEC on June 1, 2004.

By the Audit Committee of the Board of Trustees:

Stephen A McConnell, Chairman
Steven S. Robson
Peter A. Thoma
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Compensation Committee

        The Compensation Committee has the responsibility of determining the compensation of the Chief Executive Officer and all other officers
of the Trust, advising the Board of Trustees on the adoption and administration of employee benefit and compensation plans and administering
the Trust's 1997 Stock Incentive and Option Plan. The Compensation Committee met once during fiscal year 2004.

        All members of the Compensation Committee are "independent," as such term is defined by SEC rules and Amex listing standards. In order
to comply with new SEC rules and Amex listing standards, the Compensation Committee Board of Trustees adopted a Compensation Committee
Charter. The Trust has posted its Compensation Committee Charter on its Internet website at www.innsuitestrust.com.

Compensation Committee Report

        Under the supervision of the Compensation Committee of the Board of Trustees, the Trust has developed and implemented compensation
policies, plans and programs that seek to enhance the Trust's ability to recruit and retain qualified management and other personnel, including a
stock option program that seeks to create long-term incentives for management and other personnel. In developing and implementing
compensation policies and procedures, the Compensation Committee seeks to provide rewards for the long-term value of an individual's
contribution to the Trust. The Compensation Committee seeks to develop policies and procedures that offer both recurring and non-recurring,
and both financial and non-financial, incentives.

        James F. Wirth, Chairman, President and Chief Executive Officer of the Trust, has an Employment Agreement with the Trust expiring in
December 2007. Pursuant to the terms of the Employment Agreement, upon the termination of the Advisory Agreement with Mid-America
ReaFund Advisors, Inc. ("MARA"), a company owned by Mr. Wirth and his spouse, which termination occurred effective January 1, 1999,
Mr. Wirth is to receive, each year through 2007, up to the amount MARA would have received for advisory and management services under the
Advisory Agreement, but Mr. Wirth has agreed that his compensation will not exceed $160,000 per year. Based upon a review of the
performance of the Trust and upon the recommendation of the Compensation Committee, during fiscal year 2004, Mr. Wirth was paid an annual
salary equal to $95,231, which is less than he is entitled to receive under the terms of his Employment Agreement. Mr. Wirth's annual salary for
fiscal year 2005 has been set at $130,000. The Compensation Committee does not rely on any particular set of financial or non-financial factors,
measures or criteria when determining the compensation offered to Mr. Wirth.

        During fiscal year 2004, the Compensation Committee did not award any stock options to employees or executive officers of the Trust.

By the Compensation Committee of the Board of Trustees:

Steven S. Robson, Chairman
Stephen A McConnell
Peter A. Thoma
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Governance and Nominating Committee

        The Governance and Nominating Committee has the responsibility of screening and nominating candidates for election as Trustees and
recommending committee members for appointment by the Board of Trustees. See "Trustee Nominations and Qualifications" above for more
information on how shareholders can nominate Trustee candidates, as well as information regarding how Trustee candidates are identified and
evaluated. The Governance and Nominating Committee also advises the Board of Trustees with respect to governance issues and trusteeship
practices, including determining whether Trustee candidates and current Trustees meet the criteria for independence required by Amex and the
SEC. The Governance and Nominating Committee met once during fiscal year 2004.

        All members of the Governance and Nominating Committee are "independent," as such term is defined by SEC rules and Amex listing
standards. In order to comply with new SEC rules and Amex listing standards, the Board of Trustees adopted a Governance and Nominating
Committee Charter. The Trust has posted its Governance and Nominating Committee Charter on its Internet website at www.innsuitestrust.com.

Executive Committee

        The Executive Committee has the responsibility of exercising all of the powers of the Board of Trustees in the management of the business
and affairs of the Trust, other than filling vacancies in the Board of Trustees or in any committee of the Board of Trustees, during intervals
between meetings of the Board of Trustees. The Executive Committee met twice during fiscal year 2004.
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COMPENSATION OF TRUSTEES AND EXECUTIVE OFFICERS

        During fiscal year 2005, the Trust will issue 9,600 Shares to each Trustee, other than Messrs. Wirth and Berg, as compensation for services
rendered as a Trustee of the Trust during fiscal year 2004. During fiscal year 2006, the Trust intends to issue 9,600 Shares to each Trustee, other
than Messrs. Wirth and Berg, as Trustee compensation for services rendered during fiscal year 2005.

Summary Compensation Table

        The table below shows individual compensation information for the Trust's Chief Executive Officer and any other executive officer whose
total annual salary and bonus for the fiscal year ended January 31, 2004 exceeded $100,000.

Name and Principal Position Fiscal Year Annual Salary Restricted Stock Awards

James F. Wirth
President and Chief
Executive Officer(1)

2004
2003
2002

$ 95,231
95,936
90,940

(2)
(3)
(4)

�
�
�

Anthony B. Waters
Chief Financial Officer

2004
2003
2002

$ 126,000
129,392
121,477(5)

$ 6,240
�
�

(6)

(1)
The terms of Mr. Wirth's Employment Agreement are summarized above. See "Compensation Committee Report."

(2)
Although Mr. Wirth's annual salary for fiscal year 2004 was set at $130,000, Mr. Wirth agreed to a salary reduction that resulted in an
annual salary of $95,231 for fiscal year 2004.

(3)
Although Mr. Wirth's annual salary for fiscal year 2003 was set at $126,000, Mr. Wirth agreed to a salary reduction that resulted in an
annual salary of $95,936 for fiscal year 2003.

(4)
During fiscal year 2002, Mr. Wirth was paid $90,940 and agreed to defer the payment of an additional $20,923 until a future date
mutually agreeable to Mr. Wirth and the Trust. The deferred salary payment of $20,923 was waived and forfeited by Mr. Wirth during
fiscal year 2003.

(5)
During fiscal year 2002, Mr. Waters was paid $117,115 and agreed to defer the payment of an additional $4,362 until March 31, 2002.
In March 2002, Mr. Waters was paid the deferred salary payment of $4,362.

(6)
Represents the fair market value of 4,800 Shares issued to Mr. Waters as a bonus on June 30, 2003.

Aggregated Option Exercises in Fiscal Year 2004 and Fiscal Year-End Option Values

Name

Shares
Acquired On
Exercise (#)

Value
Realized ($)

Number of Securities
Underlying Unexercised

Options At Fiscal
Year-End (#)
Exercisable/
Unexercisable

Value of Unexercised
In-The-Money Options At

Fiscal year-End ($)
Exercisable/
Unexercisable

James F. Wirth N/A N/A 50,000/0 N/A*

Anthony B. Waters N/A N/A 20,000/0 N/A*
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*
As of January 31, 2004, none of the options held by such individual were in-the-money.
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TRUST PERFORMANCE GRAPH

        The following graph compares total shareholder returns from the Trust over the last five fiscal years to the Standard & Poor's 500 Stock
Index ("S&P 500") and the National Association of Real Estate Investment Trusts, Inc.'s Equity REIT Index ("NAREIT"). Total return values
for the S&P 500, NAREIT and the Trust were calculated based upon market weighting at the beginning of the period and include reinvestment
of dividends. The shareholder returns shown on the following graph are not necessarily indicative of future performance.

        The following graph shall not be deemed incorporated by reference by any general statement incorporating by reference this Proxy
Statement into any filing under the Securities Act of 1933 or under the Securities Exchange Act of 1934, except to the extent the Trust
specifically incorporates this information by reference, and otherwise shall not be deemed filed under such Acts.

Trust 100.00 76.10 83.70 43.86 60.60 76.42
NAREIT 100.00 97.73 124.37 140.53 141.36 208.32
S&P 500 100.00 110.35 109.35 91.70 70.59 95.01

1/31/99 1/31/00 1/31/01 1/31/02 1/31/03 1/31/04
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CERTAIN TRANSACTIONS

Employment Agreement with James F. Wirth

        Mr. Wirth has an Employment Agreement with the Trust, expiring in December 2007. See "Compensation Committee Report" above.

Acquisition of InnSuites Hotels, Inc. by the Trust

        As of July 31, 2004, the Trust held a 57.18% general partner interest as the sole general partner of RRF Limited Partnership. The
Partnership is a Delaware limited partnership that, as of July 31, 2004, owned (directly and indirectly) six InnSuites® hotels located in Arizona,
New Mexico and southern California (the "Hotels"). Prior to May 1, 2004, each of the Hotels was leased to InnSuites Hotels, Inc., a
wholly-owned subsidiary of the Trust ("IHI"), under substantially identical Percentage Leases. Effective May 1, 2004, the Percentage Leases for
the Hotels were terminated. See "Certain Transactions�Termination of Percentage Leases" below.

        Effective February 1, 2001, the Trust acquired all of the issued and outstanding common and preferred equity stock of IHI for $11,531 in
cash consideration and the assumption of approximately $1.6 million of net liabilities. Prior to the acquisition, IHI was owned 23% by Marc E.
Berg, Executive Vice President, Secretary, Treasurer and Trustee of the Trust, 9.8% by InnSuites Innternational Hotels, Inc. ("InnSuites
Innternational"), an entity owned by Mr. Wirth, and 67.2% by unrelated parties.

        Following the acquisition of IHI by the Trust, the management agreements relating to the Hotels between IHI and InnSuites Innternational
were terminated, and new management agreements were entered into on substantially similar terms between IHI and Suite Hospitality
Management, Inc. (the "Management Company"), 9.8% of which was owned by Mr. Wirth until July 1, 2003, when Mr. Wirth sold his interest
to the majority stockholder. There were no termination fees charged in connection with the cancellation of the old management agreements. In
exchange for its assumption of the management agreements, the Management Company agreed to pay up to $911,320 to InnSuites Innternational
in order for InnSuites Innternational to satisfy its liabilities. Effective February 1, 2001, the Partnership, IHI and the Management Company
entered into an amended Intercompany Agreement whereby, subject to certain terms and conditions, the Partnership granted IHI a right of first
refusal to lease, and the Management Company a right of first refusal to operate, any real property acquired by the Partnership. In return, the
Partnership was granted a right of first refusal to pursue opportunities presented to IHI or the Management Company to purchase investments in
real estate, hotel properties, real estate mortgages, derivatives or entities that invest in any of the foregoing. In connection with the acquisition of
IHI by the Trust, the rate structures of the Percentage Leases for the Hotels were amended to reflect current economic and market conditions,
and the employees of IHI became employees of the Management Company.

Transfer of Interest in Suite Hospitality Management, Inc.

        Effective July 1, 2003, Mr. Wirth transferred his entire 9.8% interest in the Management Company to the majority stockholder in exchange
for $98 cash consideration pursuant to an existing buy/sell agreement. Following the transfer, all of the issued and outstanding capital stock of
the Management Company is owned by the stockholder who purchased Mr. Wirth's shares.

Termination of REIT Status

        Until February 1, 2004, the Trust elected to be taxed as a real estate investment trust ("REIT"), as that term is defined and used in Sections
856-860 of the Internal Revenue Code of 1986, and the
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regulations thereunder. Effective February 1, 2004, the Trust terminated its election to be taxed as a REIT, and instead will be taxed as a
C corporation under federal tax laws.

        As of February 1, 2004, any distributions to the Trust's shareholders are not deductible for purposes of computing the Trust's taxable
income, and the Trust will be subject to income tax, including any applicable alternative minimum tax, on its taxable income at regular corporate
rates, without offset for distributions of such income to its shareholders. As a REIT, the Trust was required to distribute at least 90% of its net
taxable income annually in order to maintain its REIT qualification. No such minimum distribution requirements apply to the Trust beginning on
February 1, 2004.

        With the termination of its REIT status, the Trust will be taxed under the general rules applicable to C corporations. Consequently, the
Trust could pay up to 35% of its taxable income in federal taxes and also pay applicable state taxes. As a C corporation, the Trust's distributions
in respect of its Shares will be taxed as dividends to the extent of the Trust's current and accumulated earnings and profits. Distributions in
excess of the Trust's current and accumulated profits will be taxed to a shareholder as a return of capital to the extent of the shareholder's tax
basis in his Shares, and the amount of a distribution in excess of the shareholder's tax basis will be taxed as a capital gain (a long term capital
gain if the shareholder has held the Shares for more than one year). On the other hand, distributions to corporate shareholders may be eligible for
the dividends received deduction, subject to certain limitations in the Internal Revenue Code, whereas distributions from REITs are not eligible
for the dividends received deduction.

Purchase of Class B Limited Partnership Units from James F. Wirth

        On February 2, 2004, the Trust purchased 433,036 Class B limited partnership units in the Partnership from Mr. Wirth and his affiliates for
the closing price of the Trust's Shares on that day, which was $2.25 per Share. The Trust made a down-payment totaling $2,500 and issued five
promissory notes totaling $971,831, which will be paid in monthly installments of principal and interest over 84 months. The Trust repurchased
these Class B limited partnership units to increase its sole general partner interest in the Partnership, and thereby receive a larger allocation of
the Partnership's equity which enhances the Trust's ability to regain compliance with Amex listing standards.

Acquisition of InnSuites Licensing Corp. by Suite Hospitality Management, Inc.

        Effective February 2, 2004, the Management Company, an entity in which Mr. Wirth previously owned a 9.8% interest, acquired all of the
issued and outstanding capital stock of InnSuites Licensing Corp. (the "Licensing Corp."), an entity then owned by Mr. Wirth and his spouse. In
exchange for the stock of the Licensing Corp., Mr. Wirth and his spouse received 55,563 Shares of the Trust that were held by the Management
Company. The Licensing Corp. became a wholly-owned subsidiary of the Management Company. Agreements for the provision of trademark
and license services by Licensing Corp. to IHI continued after this transfer, as described below in "Certain Transactions�Management of Hotel
Properties and Licensing Agreements."

Management of Hotel Properties and Licensing Agreements

        Mr. Wirth has derived benefits from the management of the Trust's hotel properties by the Management Company, an entity in which
Mr. Wirth previously had a 9.8% interest. See "Certain Transactions�Transfer of Interest in Suite Hospitality Management, Inc." above. In
addition, Mr. Wirth has derived benefits from the license agreements with the Licensing Corp., an entity formerly owned by Mr. Wirth and his
spouse. See "Certain Transactions�Acquisition of InnSuites Licensing Corp. by Suite Hospitality Management, Inc." above.

        As a REIT, through January 31, 2004, the Trust was prohibited from operating its properties other than through an independent
management company or a taxable REIT subsidiary, each as defined in
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the Internal Revenue Code of 1986 and the regulations thereunder. Until February 1, 2004, the Trust elected to be taxed as a REIT, as that term
is defined and used in Sections 856 through 860 of the Internal Revenue Code of 1986 and the regulations thereunder. As of February 1, 2004,
the Trust is no longer a REIT, but instead will be taxed as a C corporation under federal tax laws. See "Certain Transactions�Termination of REIT
Status" above.

        Prior to February 1, 2001, IHI operated and managed all of the Hotels, with the assistance of InnSuites Innternational. Pursuant to
management agreements, IHI paid InnSuites Innternational an annual management fee of 2.5% of gross room revenues for property management
services. Following the acquisition of IHI by the Trust effective February 1, 2001, IHI operated and managed the Hotels with the assistance of
the Management Company, an entity in which Mr. Wirth, until July 1, 2003, held a 9.8% ownership interest, pursuant to substantially the same
terms as the InnSuites Innternational management agreements. Effective February 1, 2003, the annual management fee charged by the
Management Company to IHI under the current management agreements was reduced to 2.0% of gross room revenues. This reduction was to be
effective through January 31, 2005, when the annual management fee will return to the level originally stated in the current management
agreements. On December 31, 2003, the Trust agreed to extend the current management agreements through January 31, 2008, in exchange for
the Management Company forgiving $183,248 of accrued but unpaid fees.

        Pursuant to license agreements, IHI paid Licensing Corp. an annual licensing fee of 2.0% of gross room revenues (1.0% for those hotel
properties which also carry a third-party franchise (as discussed below), such as Best Western® or Holiday Inn®) for trademark and licensing
services relating to the use of the InnSuites® name and marks owned by Licensing Corp. These rates were to be in effect until January 31, 2005,
when the trademark and licensing fees will return to the levels originally stated in the current trademark and licensing services agreements (2.5%
and 1.25% of gross room revenue, respectively). On December 31, 2003, the Trust agreed to extend the current trademark and licensing services
agreements through January 31, 2007, in exchange for the Licensing Corp. forgiving $347,473 of accrued but unpaid fees. Effective February 2,
2004, the Management Company purchased Licensing Corp. See "Certain Transactions�Acquisition of InnSuites Licensing Corp. by Suite
Hospitality Management, Inc." above.

Acquisition of Management Agreements and Licensing Agreements

        Effective June 8, 2004, IHI acquired from the Management Company the management agreements under which the Management Company
provided management services to the six Hotels owned by the Trust and four other hotels (three of which are owned by affiliates of Mr. Wirth).
In consideration of the acquisition, the stockholder of the Management Company received $20,000 and 90,000 Shares of the Trust, reflecting a
transaction value of approximately $159,500 in the aggregate.

        Following the acquisition, IHI will manage the Hotels on behalf of the Partnership. In return for management services for the six Hotels
owned by the Trust, IHI will be paid a management fee equal to 2.0% of gross room revenues, until January 31, 2005, when the annual
management fee will increase to 2.5% of gross room revenues, which is the same fee structure under which the Management Company rendered
management services to the Hotels.

        Effective June 8, 2004, IHI acquired the licensing agreements under which Licensing Corp. provided trademark and licensing services to
the six Hotels owned by the Trust and five other hotels (three of which are owned by affiliates of Mr. Wirth), and the related registered and
unregistered InnSuites trademarks and tradenames. In consideration of the acquisitions, the Management Company (as the sole stockholder of
Licensing Corp.) received $60,000 and 10,000 Shares of the Trust and IHI satisfied Licensing Corp's line of credit in the amount of $459,000,
reflecting a transaction value of approximately $534,500 in the aggregate.
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        Following the acquisition, the acquired intellectual property will be used to assist IHI to manage the Hotels on behalf of the Partnership and
will be licensed to others. In return for trademark and licensing services for the six Hotels owned by the Trust, IHI will be paid a licensing fee
equal to 2.0% of gross room revenues (1.0% for those hotel properties which also carry a third-party franchise (as discussed below), such as Best
Western® or Holiday Inn®), until January 31, 2005, when the trademark and licensing fees will increase to 2.5% of gross room revenues (1.25%
for those hotel properties which also carry a third-party franchise), which is the same fee structure under which Licensing Corp. rendered
trademark and licensing services to the Hotels.

Sale of Scottsdale, Arizona Property

        On March 21, 2003, the Trust sold its Scottsdale, Arizona property to Scottsdale Eldorado Resort, L.L.C. ("Eldorado"), an affiliate of
Mr. Wirth, for its appraised and carrying value of $3.1 million. Eldorado paid for the hotel by assuming $1.1 million of the Trust's notes payable
to Rare Earth Financial, L.L.C. ("Rare Earth Financial"), an affiliate of Mr. Wirth, assuming $500,000 of the Partnership's notes payable to
Capital Resource Lenders-I, L.L.C., an affiliate of Mr. Wirth, and paying the Trust's term loan of $1,500,000 to a third party lender in full.

Sale of Flagstaff, Arizona Property

        On August 21, 2003, the Trust sold its Flagstaff, Arizona property to Flagstaff Grand Canyon Resort, LLC, an affiliate of Mr. Wirth, for a
cash payment equal to its appraised value of $2,775,000. The Flagstaff, Arizona property had a carrying value of $2.4 million on August 21,
2003. The Trust used the proceeds to fully satisfy its $1.5 million bank line of credit, which was secured by the Flagstaff, Arizona property, and
to reduce its notes payable to Rare Earth Financial by $1,275,000. In connection with the sale of the Flagstaff property, affiliates of Mr. Wirth
that held certain promissory notes issued by the Trust and the Partnership released their security interests in the Flagstaff property.

Sale of Buena Park, California Property

        On October 16, 2003, the Trust sold its Buena Park, California property to CVTI, LLC, an unrelated third party ("CVTI"), for $6.5 million.
The Buena Park, California property had a carrying value of $6.5 million on October 16, 2003. The purchase price was satisfied with
$6.3 million in cash and a $200,000 promissory note issued by CVTI to the Trust. The Trust subsequently assigned the $200,000 promissory
note to Rare Earth Financial to satisfy $200,000 of a certain note payable held by Rare Earth Financial. The Trust used the cash proceeds to fully
satisfy the bank mortgage note on the property in the amount of $3,082,574, to reduce certain notes payable to Mr. Wirth and his affiliates and to
Mr. Steven S. Robson, a Trustee of the Trust, in the aggregate amount of $1.5 million, and to reduce trade accounts payable.

Sale of Tempe, Arizona Property

        On March 25, 2004, the Trust sold its Tempe, Arizona property to Tempe/Phoenix Airport Resort LLC, an affiliate of Mr. Wirth, for
$6.8 million, its appraised value. The Tempe, Arizona property had a carrying value of $6.8 million on March 25, 2004. Tempe/Phoenix Airport
Resort LLC satisfied the purchase price by assuming $5.1 million of the Trust's notes payable to Mr. Wirth and his affiliates and assuming the
$1.7 million mortgage note secured by the property.

Sale of San Diego, California Property

        On April 1, 2004, the Partnership sold its San Diego, California property to an unrelated third party for $9.7 million, which was paid in
cash. The San Diego, California property had a carrying value of $4.9 million on April 1, 2004. The Trust used $4.8 million of the proceeds to
satisfy its mortgage
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note payable on the property. The Trust used $1.1 million of the remaining proceeds from the sale to satisfy related party notes payable,
$700,000 to reduce trade payables and retained the remaining proceeds for future operations and capital improvements.

Termination of Percentage Leases

        Effective May 1, 2004, the Percentage Leases under which IHI leased the Hotels, and pursuant to which IHI subsequently contracted with
the Management Company for management services and with Licensing Corp. for trademark and licensing services, were terminated. Beginning
June 8, 2004, IHI began managing the Hotels on behalf of the Partnership, since as a result of the Trust's termination of its REIT status the
utilization of independent management companies such as the Management Company and Licensing Corp. is no longer required. See "Certain
Transactions�Termination of REIT Status" and "Certain Transactions�Acquisition of Management Agreement and Licensing Agreements".

        At the effective time of the termination of the Percentage Leases, IHI owed the Partnership approximately $548,700 in rent under the
Percentage Leases. As of July 31, 2004, the Partnership owed IHI approximately $242,346 for rent overpayments under the Percentage Leases.

Related Party Loans and Advances to the Trust

        During the second and third quarters of fiscal year 2004, the Trust issued five promissory notes in the amount of $208,000, $75,000,
$200,000, $110,000 and $60,000 to Rare Earth Development Company, an affiliate of Mr. Wirth, all of which were paid in full in the third
quarter of fiscal year 2004 utilizing a portion of the cash proceeds from the sale of the Buena Park property.

        During the second quarter of fiscal year 2004, the Trust issued a promissory note in the amount of $225,000 to Rare Earth Financial,
L.L.C., an affiliate of Mr. Wirth, which was paid in full in the third quarter of fiscal year 2004 utilizing a portion of the cash proceeds from the
sale of the Buena Park property.

        On February 2, 2004, the Trust purchased 433,036 Class B limited partnership units in the Partnership from affiliates of Mr. Wirth for the
closing price of the Trust's Shares on that day, which was $2.25. The Trust made a down payment totaling $2,500 and issued five promissory
notes, each of which is secured by the applicable purchased Class B limited partnership units, bears interest at 7% per annum and will be paid in
monthly installments of principal and interest over 84 months. Four of the promissory notes were issued to affiliates of Mr. Wirth in the
aggregate principal amount of $414,331 and remain outstanding. The fifth promissory note was issued to an affiliate of Mr. Wirth in the
principal amount of $557,500 and was fully paid during April 2004.

        The Trust paid interest on related party notes to Mr. Wirth and his affiliates in the amounts of $205,101, $28,373 and $222,047 for the
twelve months ended January 31, 2004, 2003 and 2002, respectively. The Trust incurred interest expense on related party notes to Mr. Wirth and
his affiliates in the amounts of $515,214, $623,522 and $495,995 for the twelve months ended January 31, 2004, 2003 and 2002, respectively.

        Notes and advances payable to related parties consist of funds provided by Mr. Wirth, certain of his affiliates and other related parties to
permit the Trust to repurchase additional general partnership
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units in the Partnership and to fund working capital and capital improvement needs. The aggregate amount outstanding to related parties was
approximately $6.9 million as of January 31, 2004.

Amount Payable as of
January 31, 2004

Note payable to Steve Robson, Trustee of the Trust, bearing interest at 7% per annum, secured by Class
A limited partnership units in the Partnership, and due in monthly principal and interest payments of
$25,000 through December 2004 $ 239,667

Unsecured notes payable to Rare Earth Financial, L.L.C., an affiliate of Mr. Wirth, bearing interest at 7%
per annum, and due in a one-time installment of $514,500 on February 15, 2004. Paid in full during
February 2004 514,500

Unsecured note payable to Rare Earth Financial, L.L.C., an affiliate of Mr. Wirth, bearing interest at 7%
per annum. A principal payment of $500,000 was due on March 15, 2004, and was paid using a portion
of the proceeds of sale of the Tempe, Arizona property. The remaining unpaid principal balance and
accrued interest is due on March 15, 2005 2,000,000

Note payable to Rare Earth Financial, L.L.C., an affiliate of Mr. Wirth, bearing interest at 7% per annum,
secured by the Partnership's equity in Baseline Hospitality Properties LP, and due in monthly principal
and interest payments of $13,860 through July 2006. During fiscal year 2004, $136,290 of accrued
interest was added to the principal balance 2,072,893

Note payable to Rare Earth Financial, L.L.C., an affiliate of Mr. Wirth, bearing interest at 7% per annum,
secured by the Partnership's equity in Baseline Hospitality Properties LP, and due in monthly principal
and interest payments of $9,179 through July 2007. During fiscal year 2004, $263,014 of accrued interest
was added to the principal balance 1,379,646

Note payable to Hulsey Hotels Corporation, an affiliate of Mr. Wirth, bearing interest at 7% per annum,
secured by Class B limited partnership units in the Partnership, and due in monthly principal and interest
payments of $10,488 through March 2007 356,550

Note payable to Mr. Wirth, bearing interest at 7% per annum, secured by Shares of Beneficial Interest in
the Trust, and due in monthly installments of $5,508 through March 2007 187,230

Unsecured note payable to Mr. Wirth, bearing interest at 7% per annum, and due in monthly installments
of $2,993 through March 2007 101,755

Total: $ 6,852,241

        All related party transactions are subject to appropriate review and oversight by the Audit Committee of the Board of Trustees.
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CERTAIN INFORMATION CONCERNING THE TRUST

Ownership of Shares

        The following table shows the persons who were known to the Trust to be the beneficial owner of more than 5% of the Shares as of
October 27, 2004, together with the number of Shares owned beneficially by each Trustee, nominee and executive officer, and the Trustees,
nominees and executive officers as a group.

Five Percent Beneficial Owners and
Beneficial Ownership of Trustees, Nominees and Executive Officers

Shares
Beneficially Owned

Percentage of
Outstanding Shares

5% Beneficial Owners
Mason E. Andersen(1) 218,606 9.31%
Dan Z. Bochner(2) 238,383 10.15%
Lee J. Flory(3) 184,416 7.41%

Trustees, Nominees and Executive Officers
James F. Wirth(4) 660,563 27.53%
Marc E. Berg(5) 86,225 3.62%
Steven S. Robson(6) 203,923 8.61%
Peter A. Thoma(7) 49,100 2.07%
Stephen A McConnell 3,400 *
Anthony B. Waters(8) 29,800 1.26%
Trustees, Nominees and Executive Officers as a group (six persons) 1,033,011 41.50%

(1)
Consists of 170,000 Shares held by the Andersen Trust dated August 27, 1980 and 48,606 Shares held by the Anderson Charitable
Remainder UniTrust. Mr. Andersen and his spouse are co-trustees and income beneficiaries of both Trusts. Mr. Andersen's address is
3024 West Sahuaro Drive, Phoenix, Arizona 85029.

(2)
Pursuant to Amendment No. 2 to Schedule 13D, dated December 30, 1996, filed with the Securities and Exchange Commission on
December 31, 1996 by Mr. Bochner. Mr. Bochner's address is P.O. Box 10809, Beverly Hills, California 90213.

(3)
Consists of 118,344 Class A limited partnership units in the Partnership that are convertible at any time, at the option of the holder
thereof, into Shares, 20,000 Shares that may be acquired within 60 days of October 27, 2004 pursuant to the exercise of stock options
and 46,072 Shares. Mr. Flory's address is 716 South 6th Avenue, La Grange, Illinois 60525.

(4)
Consists of 50,000 Shares that may be acquired within 60 days of October 27, 2004 pursuant to the exercise of stock options and
610,563 Shares. These Shares are owned jointly by Mr. Wirth and his spouse. Mr. Wirth and his spouse also own 4,467,938 issued and
outstanding Class B limited partnership units in the Partnership, the conversion of which is restricted and permitted only at the
discretion of the Board of Trustees of the Trust. Mr. Wirth's address is 1615 E. Northern Avenue, Suite 102, Phoenix, Arizona 85020.

(5)
Consists of 30,000 Shares that may be acquired within 60 days of October 27, 2004 pursuant to the exercise of stock options and
56,225 Shares.

(6)
Consists of 20,000 Shares that may be acquired within 60 days of October 27, 2004 pursuant to the exercise of stock options and
183,923 Shares. Mr. Robson's address is 1615 E. Northern Avenue, Suite 102, Phoenix, Arizona 85020.
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(7)
Consists of 20,000 Shares that may be acquired within 60 days of October 27, 2004 pursuant to the exercise of stock options and
29,100 Shares.

(8)
Consists of 20,000 Shares that may be acquired within 60 days of October 27, 2004 pursuant to the exercise of stock options and 9,800
Shares.

*
Less than one percent (1.0%).

Section 16(a) Beneficial Ownership Reporting Compliance

        Based on Trust records and information, and upon representations from the reporting persons, the Trust believes that all Securities and
Exchange Commission filing requirements applicable to Trustees, executive officers and beneficial owners of more than 10% of a registered
class of equity securities of the Trust under Section 16(a) of the Securities Exchange Act of 1934, as amended, for the fiscal year ended
January 31, 2004, were complied with.

Selection of Independent Auditors

        The Trustees have selected McGladrey & Pullen, LLP as independent auditors to examine the books, records and accounts of the Trust for
the fiscal year ending January 31, 2005. McGladrey & Pullen, LLP were the independent auditors of the Trust for the fiscal years ended
January 31, 2004 and 2003, and is considered by the Trustees to be well qualified.

        Representatives of McGladrey & Pullen, LLP are expected to be present at the 2004 Annual Meeting, will have the opportunity to make a
statement if they desire to do so and are expected to be available to respond to appropriate questions.

Change in Independent Auditors

        On January 6, 2003, the Trust engaged McGladrey & Pullen, LLP to act as the Trust's principal independent accountant to audit the Trust's
financial statements, replacing KPMG LLP as the Trust's principal independent accountant on the same date. The decision to change
independent auditors was recommended and approved by the Audit Committee of the Board of Trustees of the Trust. The Trust reported this
change in independent auditors in a Current Report on Form 8-K filed with the Securities and Exchange Commission on January 13, 2003.

        The reports of KPMG LLP on the Trust's financial statements for the fiscal years ended January 31, 2002 and 2001 did not contain an
adverse opinion or a disclaimer of opinion and were not qualified or modified as to uncertainty, audit scope or accounting principles. In
connection with the audits of the Trust's financial statements for the fiscal years ended January 31, 2002 and 2001, and in the subsequent interim
period through January 6, 2003, there were no disagreements with KPMG LLP on any matter of accounting principles or practices, financial
statement disclosure or auditing scope and procedure which, if not resolved to the satisfaction of KPMG LLP, would have caused KPMG LLP to
make reference to the matter in its report.

        In connection with the audits of the Trust's financial statements for the fiscal years ended January 31, 2002 and 2001, and in the subsequent
interim period through January 6, 2003, there were no "reportable events" as that term is defined in Item 304(a)(1)(v) of Regulation S-K.

        During the fiscal years ended January 31, 2002 and 2001, and in the subsequent interim period through January 6, 2003, the Trust did not
consult with McGladrey & Pullen, LLP regarding the application of accounting principles to a specified transaction, either completed or
proposed, the type of audit opinion that might be rendered on the Trust's financial statements or any of the matters described in the immediately
preceding paragraphs.
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Audit Fees & Services

Audit Fees

        The aggregate fees for professional services rendered by McGladrey & Pullen, LLP for the audit of the Trust's annual financial statements
for the fiscal year ended January 31, 2004 and January 31, 2003 were $134,463 and $90,275, respectively. The aggregate fees for professional
services rendered by McGladrey & Pullen, LLP for reviewing the interim financial statements included in the Trust's quarterly reports on
Form 10-Q filed during the fiscal year ended January 31, 2004 were $27,000 and the aggregate fees for professional services rendered by KPMG
LLP for reviewing the interim financial statements included in the Trust's quarterly reports on Form 10-Q filed during the fiscal year ended
January 31, 2003 were $34,000.

Audit-Related Fees

        The aggregate fees paid to McGladrey & Pullen, LLP for audit-related services, such as comfort letters, consents and assistance with and
review of documents filed with the Securities and Exchange Commission, were $7,081 and $0 for the fiscal years ended January 31, 2004 and
January 31, 2003, respectively. The aggregate fees paid to KPMG LLP for audit-related services, such as review services were $6,000 for the
fiscal year ended January 31, 2003. The Audit Committee pre-approved all audit-related fees billed for the fiscal year ended January 31, 2004.

Tax Fees

        The aggregate fees paid to McGladrey & Pullen, LLP for tax compliance, tax advice and tax planning for the fiscal years ended January 31,
2004 and January 31, 2003 were $74,690 and $67,130, respectively. The aggregate fees paid to KPMG LLP for tax compliance, tax advice and
tax planning for the fiscal year ended January 31, 2003 were $0. The Audit Committee pre-approved all tax fees billed for the fiscal year ended
January 31, 2004.

All Other Fees

        The aggregate fees for all other services rendered by McGladrey & Pullen, LLP during the fiscal years ended January 31, 2004 and
January 31, 2003 were $750 and $4,770, respectively. The aggregate fees for all other services rendered by KPMG LLP during the fiscal year
ended January 31, 2003 were $2,250. These fees represent amounts paid for the issuance of consents. The Audit Committee pre-approved all
other fees billed for the fiscal year ended January 31, 2004. The Audit Committee of the Trust has considered whether the provision of these
services, other than the audit of the Trust's annual financial statements, is compatible with McGladrey & Pullen, LLP and KPMG LLP
maintaining their respective independence from the Trust.

        The Audit Committee pre-approves all fees for services performed by McGladrey & Pullen, LLP, including audit and non-audit services.
Unless a type of service McGladrey & Pullen, LLP provides has received general pre-approval, it will require specific pre-approval by the Audit
Committee. Any proposed services exceeding pre-approved cost levels will require specific pre-approval by the Audit Committee. The term of
any pre-approval is 12 months from the date of pre-approval, unless the Audit Committee specifically provides for a different period. Since
May 6, 2003, the effective date of SEC rules requiring Audit Committee pre-approval of audit and non-audit services performed by the Trust's
independent auditors, all of the services provided by McGladrey & Pullen, LLP have been approved in accordance with the policies and
procedures described above.
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Selected Historical Consolidated Financial Information of the Trust

        The following operating data as of and for the five years ended January 31, 2004 are derived from, and should be read in conjunction with,
the Trust's financial statements and the notes thereto that have been incorporated by reference into this Proxy Statement and that have been
audited by McGladrey & Pullen, LLP the Trust's independent auditors, together with the information contained under the heading
"Management's Discussion and Analysis of Financial Condition and Results of Operations" appearing the Trust's Annual Report to Shareholders
which accompanies this Proxy Statement.

Years Ended January 31,

2004 2003 2002 2001 2000

Total revenue $ 17,760,244 $ 18,927,511 $ 19,037,620 $ 9,727,206 $ 9,546,181
Net Income (Loss) from continuing
operations $ (1,833,633) $ (2,754,660) $ (3,248,047) $ (2,594,754) $ (951,811)
Net Income (Loss) per share from
continuing operations�basic and
diluted $ (0.90) $ (1.33) $ (1.52) $ (1.12) $ (0.40)
Net Income (Loss) $ (2,594,317) $ (3,445,948) $ (3,539,402) $ (2,594,754) $ (951,811)
Net Income (Loss) per share�basic
and diluted $ (1.27) $ (1.67) $ (1.66) $ (1.12) $ (0.40)
Cash dividends declared and paid
per share $ 0.02 $ 0.01 $ 0.01 $ 0.03 $ 0.02
Total assets $ 47,961,594 $ 61,494,579 $ 64,264,516 $ 63,905,561 $ 65,305,519
Notes and advances payable to
banks and others $ 31,974,992 $ 38,922,408 $ 38,598,106 $ 37,053,593 $ 35,776,662
Notes and advances payable related
parties $ 6,852,241 $ 9,901,153 $ 8,666,360 $ 7,471,707 $ 2,970,000
        On February 1, 2001, the Trust acquired IHI, and the results of IHI are consolidated with the Trust beginning in fiscal year 2002, resulting
in a significant increase in revenues and expenses reported by the Trust. See "Certain Transactions�Acquisition of InnSuites Hotels, Inc. by the
Trust" above.

        During fiscal year 2004, the Trust sold its Scottsdale and Flagstaff, Arizona, and Buena Park, California hotel properties. See "Certain
Transactions�Sale of Scottsdale, Arizona Property," "�Sale of Flagstaff, Arizona Property," and "�Sale of Buena Park, California Property" above.

        During the first quarter of fiscal year 2005, the Trust sold its Tempe, Arizona and San Diego, California hotel properties. See "Certain
Transactions�Sale of Tempe, Arizona" and "�Sale of San Diego, California Property" above.

Supplementary Quarterly Financial Information of the Trust

        The following is a summary of the results of operations, by quarter, for the six months ended July 31, 2004, and the fiscal years ended
January 31, 2004 and 2003. Management believes that all adjustments (consisting of normal recurring accruals) necessary for a fair presentation
of such interim
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results have been included. The results of operations for any interim period are not necessarily indicative of those for the entire fiscal year.

FISCAL 2005 APRIL 30 JULY 31

Total revenue $ 6,453,534 $ 4,922,463
Total revenue less interest expense on
mortgage loans and operating
expenses $ 677,128 $ (1,156,292)
Net income (loss) $ 2,028,243 $ (934,548)
Net income (loss) per
share�basic $ 0.94 $ (0.40)
Net income (loss) per
share�diluted $ 0.59 $ (0.40)
Dividends declared and paid
per share $ � $ �

FISCAL 2004 APRIL 30 JULY 31 OCTOBER 31 JANUARY 31 FISCAL 2004

Total revenue $ 5,729,225 3,687,158 3,962,428 4,381,433 $ 17,760,244
Total revenue less interest expense on
mortgage loans and operating
expenses $ 369,886 (1,054,039) (685,062) (630,796) $ (2,000,011)
Net income (loss) $ 147,099 (1,004,921) (951,141) (782,470) $ (2,594,317)
Net income (loss) per share�basic $ .07 (.50) (.46) (.38) $ (1.27)
Net income (loss) per share�diluted $ (.01) (.50) (.46) (.38) $ (1.27)
Dividends declared and paid per share $ � � � .02 $ .02

FISCAL 2003 APRIL 30 JULY 31 OCTOBER 31 JANUARY 31 FISCAL 2003

Total revenue $ 6,104,857 4,347,344 4,216,888 4,258,422 $ 18,927,511
Total revenue less interest expense on
mortgage loans and operating
expenses $ 744,219 (1,032,845) (954,916) (1,710,202) $ (2,953,744)
Net income (loss) $ 618,422 (730,999) (977,581) (2,691,737) $ (3,445,948)
Net income (loss) per share�basic $ .29 (.34) (.49) (1.35) $ (1.67)
Net income (loss) per share�diluted $ .06 (.34) (.49) (1.35) $ (1.67)
Dividends declared and paid per share $ � � � .01 $ .01
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ADDITIONAL PROPOSALS
(PROPOSALS 2A, 2B, 2C AND 2D ON THE PROXY CARD)

        On June 13, 2003, the Trust received notice from Amex indicating that the Trust failed to meet certain of Amex's continued listing
standards. The Trust was given the opportunity to submit a plan to regain compliance with those continued listing standards. Management of the
Trust began formulating such a plan under the guidance of the Board of Trustees. On July 24, 2003, the independent members of the Board of
Trustees approved the submission of the Trust's plan (the "Amex Plan") to Amex. On August 26, 2003, the Trust was notified that Amex had
accepted the Amex Plan and granted the Trust the opportunity to regain compliance with Amex's continued listing standards. Under the Amex
Plan, the Trust will, among other things, engage in equity raising activities. The Board of Trustees established a minimum per Share price of
$1.20 and a maximum per Share price of $2.00 to be used in calculating the number of Shares to be issued pursuant to the Proposals. The Trust
and Mr. Wirth negotiated those minimum and maximum per Share prices in order to provide certainty as to the number of Shares to be issued
pursuant to the Proposals and to protect each party from the risk of fluctuations in the market price of the Trust's Shares. The Trust is required to
complete the Amex Plan by December 13, 2004.

        The Board of Trustees has monitored the Trust's progress in complying with the Amex Plan at each of its meetings. When necessary, the
Board of Trustees has modified the Amex Plan to account for new developments in the operations of the Trust and in the hospitality industry. In
its deliberations regarding the Proposals, the Board of Trustees considered a number of factors, including the following:

�
The impact on the Trust's reported shareholders' equity and the importance of continued listing of the Shares of the
American Stock Exchange to the Trust's shareholders and the Partnership's limited partners.

�
The historical and current market prices of the Trust's Shares.

�
The dilution of the Trust's current shareholders upon implementation of the Proposals.

�
The interests of the shareholders of the Trust and the Trust's responsibilities to the shareholders.

�
The interests of the limited partners of the Partnership and the Trust's responsibilities as general partner to the limited
partners under the Partnership agreement.

�
The interests of the Trust's executive officers and directors with respect to the Proposals, apart from their interests as
shareholders of the Trust, and the risk that these interests might influence their decision with respect to the Proposals.

        The Proposals are intended to reduce the Trust's indebtedness and increase the Trust's shareholders' equity, thereby addressing the
remaining issues cited in Amex's June 13, 2003 notice and completing the Amex Plan. On October 26, 2004, the independent members of the
Board of Trustees approved the submission of the Proposals to a vote by the Trust's shareholders.

        Accordingly, the Board of Trustees presents the following proposals for approval by the shareholders of the Trust:

A.
to issue up to 7,125,876 Shares to the Partnership in exchange for the cancellation of indebtedness owed by the Trust to the
Partnership in the aggregate principal amount of $8.3 million plus approximately $260,000 in accrued but unpaid interest,
only 3,051,300 of which would remain outstanding following the consummation of the Debt Cancellation Proposal, which is
listed as Proposal 2A on the Proxy Card;

B.
to issue up to 5,356,392 Shares to the Partnership in consideration of the Trust's acquisition of all general partner interests of
Yuma LP which are currently held by the Partnership, only
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2,293,607 of which would remain outstanding following the consummation of the Acquisition Proposal, which is listed as
Proposal 2B on the Proxy Card;

C.
to issue up to 568,155 Shares to the Note Holders in exchange for the cancellation of indebtedness owed by the Trust to the
Note Holders in the aggregate principal amount of $681,786, all 568,155 of which would remain outstanding following the
consummation of the Notes Cancellation Proposal, which is listed as Proposal 2C on the Proxy Card; and

D.
to issue up to 1,000,000 Shares upon conversion of a like-number of Class B limited partnership units in the Partnership into
Shares by James F. Wirth and certain of his affiliates, all 1,000,000 of which would remain outstanding following the
consummation of the Units Conversion Proposal, which is listed as Proposal 2D on the Proxy Card.

        The foregoing discussion of the information and factors considered by the Trust's Board of Trustees is not exhaustive, but includes all
material factors considered by the Board of Trustees. In view of the wide variety of factors considered by the Board of Trustees in connection
with its evaluation of the Proposals and the complexity of such matters, the Board of Trustees did not consider it practical to, nor did it attempt
to, quantify, rank or otherwise assign relative weights to the specific factors that it considered in reaching its decision. The Board of Trustees
conducted a discussion of the factors described above, including asking questions of the Trust's management and the Trust's legal and financial
advisors. The independent members of the Board of Trustees reached a unanimous decision that the transactions described in the Proposals
should be submitted to a vote by the Trust's shareholders. In addition, individual Trustees may have considered other factors not described above
in reaching their decision. It should be noted that this explanation of the Trust's Board of Trustees' reasoning and all other information presented
in this section is forward-looking in nature and, therefore, should be read in light of the factors discussed under the heading "Cautionary
Statement Regarding Forward-Looking Statements."

        The Amex Rules contain a number of quantitative and qualitative requirements for continued listing on the American Stock Exchange.
Amex has broad discretion to suspend or remove a security from trading on the American Stock Exchange for failure to meet any of those
enumerated requirements or for other reasons that Amex's Board of Governors, in its discretion, considers to be appropriate. The Trust can
provide no assurance that Amex will accept the Trust's completion of the Amex Plan or that future events will not result in additional
proceedings by Amex against the Trust with respect to Amex's continued listing standards.

Reasons for Seeking Shareholder Approval

        The Trust is seeking shareholder approval of the Debt Cancellation Proposal as required by Section 713(a) of the American Stock Exchange
Company Guide (the "Amex Rules") since the issuance of the Shares described therein would exceed 20% of the issued and outstanding Shares
of the Trust.

        The Trust is seeking shareholder approval of the Acquisition Proposal as required by Section 712(b) of the Amex Rules since the issuance
of the Shares described therein would exceed 20% of the issued and outstanding Shares of the Trust.

        The Trust is seeking shareholder approval of the Notes Cancellation Proposal as required by Section 713(a) of the Amex Rules since the
issuance of the Shares described therein would exceed 20% of the issued and outstanding Shares of the Trust.

        The Trust is seeking shareholder approval of the Units Conversion Proposal as required by Section 713(a) of the Amex Rules since the
issuance of the Shares described therein would exceed 20% of the issued and outstanding Shares of the Trust.
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        Pursuant to Section 710 of the Amex Rules, the affirmative vote of a majority of the votes cast at the 2004 Annual Meeting, in person or by
proxy, is required for approval of each of the Proposals.

        The Board of Trustees is not making a recommendation with respect to any of the Proposals, however, each of the Trustees and executive
officers other than Mr. Wirth has indicated their intention to vote the Shares owned by them in favor of each of the Proposals. Shares represented
by properly executed proxy cards will be voted in accordance with the specifications made thereon. If no specification is made, properly
executed proxies will be voted FOR the Proposals.

        As of October 27, 2004, the Trustees and executive officers of the Trust other than Mr. Wirth collectively own approximately 12.02% of
the issued and outstanding Shares of the Trust, and each of them has indicated that they intend to vote their Shares in favor of each of the
Proposals. Mr. Wirth and his affiliates have agreed to vote the Shares owned by them in the same proportions as the other votes cast with respect
to each Proposal. As of October 27, 2004, Mr. Wirth and his affiliates collectively own approximately 25.99% of the issued and outstanding
Shares of the Trust.

Background to Proposals 2A, 2B, 2C and 2D

        As of July 31, 2004, the Trust held a 57.18% general partner interest as the sole general partner of the Partnership. The Partnership is a
Delaware limited partnership that owns (directly and indirectly) six InnSuites® hotels located in Arizona, New Mexico and southern California.
Prior to May 1, 2004, each of the Hotels (including the Yuma Hotel) was leased to InnSuites Hotels, Inc., a wholly-owned subsidiary of the
Trust, under substantially identical Percentage Leases. Effective May 1, 2004, the Percentage Leases for each of the Hotels (including the Yuma
Hotel) were terminated. See "Certain Transactions�Termination of Percentage Leases" above.

        The Partnership has two outstanding classes of limited partnership interests, Class A and Class B, identical in all respects except that each
Class A limited partnership unit is convertible, at the option of the Class A holder, into one newly-issued Share. Each Class B limited
partnership unit may be converted into one newly-issued Share only upon the approval of the Board of Trustees. As of July 31, 2004, a total of
1,189,386 Class A limited partnership units were outstanding, representing 9.0% of the total partnership units in the Partnership, and a total of
4,467,938 Class B limited partnership units were outstanding, all of which were held by James F. Wirth and his affiliates, representing 33.82%
of the total partnership units in the Partnership.

        On October 27, 2004, there were 2,349,155 Shares of the Trust issued and outstanding.

        Effective February 1, 2001, Suite Hospitality Management, Inc. contracted to provide property management services and employment
services to IHI at the Hotels (including the Yuma Hotel). IHI agreed to pay the Management Company an annual management fee equal to 2.5%
of the gross room revenues of each of the Hotels (including the Yuma Hotel) in consideration of the Management Company's property
management and employment services. Effective February 1, 2003, the annual management fee paid by IHI to the Management Company was
reduced from 2.5% to 2.0% of gross room revenues. This reduction was to continue until January 31, 2005, at which time the annual
management fee was to return to 2.5% of gross room revenue of the Hotels.

        Effective February 2, 2004, the Management Company acquired InnSuites Licensing Corp., an entity owned by Mr. Wirth and his spouse.
In exchange for all of the issued and outstanding capital stock of the Licensing Corp., Mr. Wirth and his spouse received 55,563 Shares of the
Trust that were held by the Management Company.

        Prior to June 8, 2004, the Licensing Corp. owned all of the InnSuites® tradenames and trademarks. IHI agreed to pay the Licensing Corp.
an annual licensing fee equal to 2.5% of the gross room revenue (1.25% for hotel properties which also carry a third-party franchise, such as
Best Western® or Holiday Inn®) of the Hotels (including the Yuma Hotel) in consideration of the
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Licensing Corp.'s trademark and licensing services. Effective November 1, 2002, the annual licensing fee paid by IHI to the Licensing Corp. was
reduced from 2.5% to 2.0% of gross room revenues (reduced from 1.25% to 1.0% for hotel properties which also carry a third-party franchise).
This reduction was to continue until January 31, 2005, at which time the annual licensing fee was to return to 2.5% (or 1.25% for hotel
properties with a third-party franchise) of gross room revenue of the Hotels (including the Yuma Hotel).

        Effective June 8, 2004, IHI acquired the management agreements under which the Management Company provided management and
employment services to the Hotels, and the license agreements and the related registered and unregistered InnSuites trademarks and tradenames
by which Licensing Corp. provided trademark and licensing services to the Hotels. IHI will now manage the Hotels on behalf of the Partnership,
for which IHI will receive management fees and trademark and licensing fees. See "Certain Transactions�Acquisition of Management
Agreements and Licensing Agreements."
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PROPOSAL 2A

Exchange of Shares for Cancellation of Debt
(the Debt Cancellation Proposal)

General

        On April 2, 1999, the Trust issued an unsecured promissory note in the principal amount of $2.6 million to the Partnership (the "Exchange
Note"). The Trust used the proceeds of this loan to purchase 1.3 million general partner units in the Partnership. Annual interest only payments
under the Exchange Note are due on March 1 of each year and are based on a 7% interest rate, and the unpaid principal balance of the Exchange
Note is due at maturity on April 2, 2006. The Partnership generated the money it loaned to the Trust by refinancing the Northern Phoenix hotel
and borrowing an additional $1.8 million that was secured by a mortgage on that property. Monthly principal and interest payments on the
Exchange Note began on April 1, 1999. The Exchange Note, by its terms, is not convertible into Shares. There have been no defaults in required
payments under the Exchange Note. The principal balance of the Exchange Note has been paid in full, however, there remains $260,000 of
accrued but unpaid interest (the "Exchange Note Interest").

        On July 26, 2002, the Trust purchased 673,623 Shares of Beneficial Interest held by the Partnership for $1.5 million (the "Purchase Debt").
The Trust recorded the Purchase Debt as a note payable to a related party, which was eliminated when the financial results of the Partnership
were consolidated with the financial results of the Trust, and the Purchase Debt did not accrue interest.

        On March 21, 2004, the Partnership sold its Tempe, Arizona property to Tempe/Phoenix Airport Resort LLC, an affiliate of Mr. Wirth.
Tempe/Phoenix Airport Resort LLC satisfied the purchase price by assuming $5.1 million of notes payable to Mr. Wirth and his affiliates,
$3.7 million of which was due from the Trust. As a result, the Partnership was deemed to have satisfied the Trust's obligation to Mr. Wirth, for
which the Trust was indebted to the Partnership in the amount of $3.7 million (the "Satisfied Debt"). The Trust recorded the Satisfied Debt as a
note payable to a related party, which was eliminated when the financial results of the Partnership were consolidated with the financial results of
the Trust, and the Satisfied Debt did not accrue interest.

        During fiscal years 2002, 2003 and 2004, the Partnership advanced $3.1 million to the Trust, which the Trust used to make principal and
interest payments on its debt obligations (the "Debt Service Advances").

The Proposal

        The Trust proposes to issue up to 7,125,876 Shares to the Partnership in exchange for the cancellation of the Exchange Note Interest, the
Purchase Debt, the Satisfied Debt and the Debt Service Advances owed by the Trust to the Partnership in the aggregate amount of approximately
$8.5 million (collectively, the "Cancelled Debts"). As a result of the issuance of Shares described in the Debt Cancellation Proposal, listed as
Proposal 2A on the Proxy Card, the Partnership would cancel substantially all amounts that it is owed by the Trust.

        The Shares received by the Partnership would be immediately distributed to its partners, which include the Trust (as the sole general
partner) and Mr. Wirth and his affiliates (as majority limited partners). The Trust's receipt of Shares from the Partnership would result in up to
4,074,576 of the total Shares issued in connection with the Debt Cancellation Proposal to be held by the Trust as treasury shares, and only up to
3,051,300 of the issued Shares shall be outstanding.

        The exact number of Shares to be issued to the Partnership pursuant to the Debt Cancellation Proposal would depend upon the market price
of the Shares at the effective time of the transaction, since the Trust would issue the number of Shares equal to (a) the amount of the Cancelled
Debt divided by (b) the market price of the Trust's Shares at that time, provided, however, that regardless of
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the market price, the per Share price used for this calculation will not be less than $1.20 or more than $2.00. An increase or decrease in the
market price of the Trust's Shares would decrease or increase, respectively, the number of Shares issued to the Partnership pursuant to the Debt
Cancellation Proposal. The maximum number of Shares to be issued by the Trust in connection with the Debt Cancellation Proposal (7,125,876)
is based on a price of $1.20 per Share and the minimum number of Shares to be issued by the Trust in connection with the Debt Cancellation
Proposal (4,275,526) is based on a price of $2.00 per Share. See "Effect of the Proposals" below.

        The reduction in the Trust's liabilities resulting from the transactions described in the Debt Cancellation Proposal would increase the Trust's
reported shareholders' equity, which would facilitate the Trust's compliance with the continued listing standards of the American Stock
Exchange. See "Effect of the Proposals" and "Unaudited Pro Forma Financial Information" below.

Dilution of Percentage Ownership Interests of Existing Shareholders

        As a result of the issuance of the Shares described in the Debt Cancellation Proposal, the percentage ownership interests of all existing
shareholders of the Trust other than Mr. Wirth and his affiliates and, under some circumstances, limited partners of the Partnership who are also
Trust shareholders would be diluted. See "Effect of the Proposals" below.
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PROPOSAL 2B

Acquisition of the Sole General Partnership Interest
of Yuma Hospitality Properties, Ltd.

(the Acquisition Proposal)

General

        The Partnership is the 99.9% sole general partner of Yuma Hospitality Properties, Ltd., an Arizona limited partnership that owns the Yuma
Hotel. Upon consummation of the Acquisition Proposal, the Trust would be the 99.9% sole general partner of Yuma LP.

        The Trust proposes to issue up to 5,356,392 Shares to the Partnership in connection with the Acquisition Proposal. The Shares received by
the Partnership would be immediately distributed to its partners, which include the Trust (as the sole general partner) and Mr. Wirth and his
affiliates (as majority limited partners). The Trust's receipt of Shares from the Partnership would result in up to 3,062,785 of the total Shares
issued in connection with the Acquisition Proposal to be held by the Trust as treasury shares, and only up to 2,293,607 of the issued Shares shall
be outstanding.

        The exact number of Shares to be issued to the Partnership pursuant to the Acquisition Proposal would depend upon the market price of the
Shares at the effective time of the acquisition, since the Trust would issue the number of Shares equal to (a) the agreed value of the net assets of
Yuma LP (as determined below) divided by (b) the market price of the Trust's Shares at that time, provided, however, that regardless of the
market price, the per Share price used for this calculation will not be less than $1.20 or more than $2.00. An increase or decrease in the market
price of the Trust's Shares would decrease or increase, respectively, the number of Shares issued to the Partnership pursuant to the Acquisition
Proposal. The maximum number of Shares to be issued by the Trust in connection with the Acquisition Proposal (5,356,392) is based on an
estimated price of $1.20 per Share and the minimum number of Shares to be issued by the Trust in connection with the Acquisition Proposal
(3,213,835) is based on an estimated price of $2.00 per Share. See "Effect of the Proposals" below.

        The Trust would acquire the 99.9% sole general partner interest in Yuma LP by issuing a number of Shares equal in value to approximately
$6.4 million, representing approximately $8.9 million in fair value of the assets of Yuma LP reduced by the Trust's assumption of approximately
$2.5 million in mortgage debt secured by the Yuma Hotel and other liabilities.

        The Trust and the Partnership would account for the acquisition in accordance with rules and conventions applicable to transactions
between entities under common control. The Trust and the Partnership may alter the method of effecting the acquisition, provided that such
change does not adversely affect the tax treatment of the Trust or its shareholders, or materially impede or delay completion of the acquisition.

        Following the exchange, the Yuma LP would operate as a majority-owned subsidiary of the Trust. As a result of the acquisition by IHI of
the management agreement and the licensing agreements previously defining the management services provided by the Management Company
and the trademark and licensing services provided by Licensing Corp. to the Hotels, IHI will manage the Yuma Hotel on behalf of the Trust, for
which IHI will receive management fees and trademark and licensing fees. See "Certain Transactions�Acquisition of Management Agreements
and Licensing Agreements."

        The principal executive offices of the Trust are located at InnSuites Hotels Centre, 1615 E. Northern Avenue, Suite 102, Phoenix, Arizona
85020.

        The principal executive offices of Yuma LP are located at 1615 East Northern Avenue, Suite 102, Phoenix, Arizona 85020.

        The Trust's Board of Trustees believes that the Acquisition Proposal presents a strategic opportunity for the Trust to substantially increase
its allocable share in the profitable operations of the
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Yuma Hotel and its allocable share of Yuma LP's equity, each of which would increase the Trust's reported shareholders' equity, facilitating the
Trust's compliance with the Amex Plan and Amex's continued listing standards.

        In its deliberations regarding the Acquisition Proposal, the Trust's Board of Trustees considered a number of factors, in addition to the
factors described under "Additional Proposals" above, including the following:

�
Its understanding of the Trust's business, operations, financial condition, earnings and prospects and of the Yuma Hotel's
business, operations, financial condition, earnings and prospects.

�
The complementary aspects of the Trust's and the Yuma Hotels' business.

�
The reports of the Trust's management concerning the operations, financial condition, earnings and prospects of the Yuma
Hotel.

        The Trust's Board of Trustees also considered potential risks associated with the acquisition in connection with its deliberations of the
proposed transaction, including:

�
The exposure to a greater portion of the operating results of the Yuma Hotel due to the Trust's increased ownership interest
in Yuma LP.

        The Board of Trustees determined the value of the Yuma Hotel for purposes of the Acquisition Proposal based upon their evaluation of
recent appraisals of the Yuma Hotel and sales of other comparable hotel properties, as well as their knowledge of the hospitality industry.

        The Board of Trustees realizes that there can be no assurance about future results, including results expected or considered in the factors
listed above, such as assumptions regarding growth rates, potential revenue enhancements, anticipated cost savings and earnings accretion.
However, the Trust's Board of Trustees concluded that the potential positive factors outweigh the potential risks of completing the Acquisition
Proposal and decided to submit the Acquisition Proposal to a vote by the Trust's shareholders.

        The foregoing discussion of the information and factors considered by the Trust's Board of Trustees is not exhaustive, but includes all
material factors considered by the Board of Trustees. In view of the wide variety of factors considered by the Board of Trustees in connection
with its evaluation of the Acquisition Proposal and the complexity of such matters, the Board of Trustees did not consider it practical to, nor did
it attempt to, quantify, rank or otherwise assign relative weights to the specific factors that it considered in reaching its decision. The Board of
Trustees conducted a discussion of the factors described above, including asking questions of the Trust's management and the Trust's legal and
financial advisors, and the independent members of the Board of Trustees reached a unanimous decision that the transactions described in the
Acquisition Proposal should be submitted to a vote by the Trust's shareholders. In addition, individual Trustees may have considered other
factors not described above in reaching their decision. It should be noted that this explanation of the Trust's Board of Trustees' reasoning and all
other information presented in this section is forward-looking in nature and, therefore, should be read in light of the factors discussed under the
heading "Cautionary Statement Regarding Forward-Looking Statements."

Dilution of Percentage Ownership Interests of Existing Shareholders

        As a result of the issuance of the Shares described in the Acquisition Proposal, the percentage ownership interests of all existing
shareholders of the Trust other than Mr. Wirth and his affiliates and, under some circumstances, limited partners of the Partnership who are also
Trust shareholders would be diluted. See "Effect of the Proposals" below.
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Selected Historical Financial Information of Yuma Hospitality Properties, Ltd.

        The following operating data for the years ended January 31, 2004, 2003 and 2002 and the balance sheet data as of January 31, 2004 and
2003 are derived from, and should be read in conjunction with, the financial statements and the notes thereto of Yuma Hospitality
Properties, Ltd., together with the information contained under the heading "Management's Discussion and Analysis of Financial Condition and
Results of Operations of Yuma Hospitality Properties, Ltd." appearing elsewhere in this Proxy Statement. The operating data for the years ended
January 31, 2001 and 2000 and the balance sheet data as of January 31, 2001 and 2000 are unaudited.

Year Ended January 31,

2004 2003 2002 2001 2000

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Total revenue $ 2,918,612 $ 3,062,133 $ 2,663,029 $ 3,982,866 $ 119,073
Net Income $ 166,400 $ 478,017 $ 233,896 $ 282,751 $ 341,819
Total assets $ 6,007,039 $ 6,379,514 $ 6,333,410 $ 6,259,287 $ 6,561,976
Note payable to bank $ 2,685,306 $ 2,919,051 $ 3,132,220 $ 3,326,624 $ 3,489,758
Supplementary Quarterly Financial Information of Yuma Hospitality Properties, Ltd.

        The following is a summary of the results of operations, by quarter, for the six months ended July 31, 2004, and the fiscal years ended
January 31, 2004 and 2003. Management believes that all adjustments (consisting of normal recurring accruals) necessary for a fair presentation
of such interim results have been included. The results of operations for any interim period are not necessarily indicative of those for the entire
fiscal year.

FISCAL 2005 APRIL 30 JULY 31

Total revenue $ 1,063,814 $ 781,563
Net income $ 348,398 $ 76,343

FISCAL 2004 APRIL 30 JULY 31 OCTOBER 31 JANUARY 31 FISCAL 2004

Total revenue $    746,562 499,451 783,357 889,242 $ 2,918,612
Net income (loss) $ 43,594 (184,562) 95,097 212,271 $ 166,400

FISCAL 2003 APRIL 30 JULY 31 OCTOBER 31 JANUARY 31 FISCAL 2003

Total revenue $    803,625 763,532 759,773 735,203 $ 3,062,133
Net income $    125,352 266,157 (16,806) 103,314 $ 478,017

Management's Discussion and Analysis of Financial Condition and Results of Operations of Yuma Hospitality Properties, Ltd.

        The following discussion should be read in conjunction with the financial statements and notes thereto of Yuma Hospitality Properties, Ltd.
appearing elsewhere in this Proxy Statement.
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Results of Operations of Yuma Hospitality Properties, Ltd. for the year ended January 31, 2004 compared to the year ended January 31,
2003.

        A summary of operating results for the fiscal years ended January 31, 2004 and 2003 is:

2004 2003 Change % Change

Revenue $ 2,918,612 $ 3,062,133 $ (143,521) -4.69%
Operating Profit $ 424,865 $ 757,217 $ (332,352) -43.89%
Net Income $ 166,400 $ 478,017 $ (311,617) -65.19%
        For the twelve months ended January 31, 2004, Yuma LP had total revenue of $2.9 million compared to $3.1 million for the twelve months
ended January 31, 2003, a decrease of approximately $200,000, or 4.69%. This decrease was due to lower operating revenues at the 166-suite
InnSuites Hotel and Suites Yuma owned by Yuma LP (the "Yuma Hotel") due to the continued economic decline of the travel and tourism
industry. Total expenses of $2.8 million for the twelve months ended January 31, 2004 reflect an increase of approximately $200,000, or 6.50%,
compared to total expenses of $2.6 million for the twelve months ended January 31, 2003. The increase was primarily due to increased
depreciation charges incurred on an increased asset base generated from, and increased expenses related to, extensive refurbishment projects and
additional repairs on the property during the end of fiscal year 2003 and the first half of fiscal year 2004.

        Total room revenue decreased approximately $200,000, or 5.52%, to $2.7 million for the twelve months ended January 31, 2004 from
$2.9 million for the twelve months ended January 31, 2003, primarily due to the continued economic decline of the travel and tourism industry.

        Total operating expenses for the twelve months ended January 31, 2004 were $2.5 million, an increase of approximately $200,000, or
8.19%, from $2.3 million in the twelve months ended January 31, 2003. The increase was primarily due to increased depreciation charges
incurred on an increased asset base generated from, and increased expenses related to, extensive refurbishment projects and additional repairs on
the property.

        Total interest expense for the twelve months ended January 31, 2004 was $258,000, a decrease of approximately $21,000, or 7.43%, from
$279,000 in the twelve months ended January 31, 2003.

        Real estate and personal property taxes and insurance was $164,000 for the twelve months ended January 31, 2004, which was consistent
with the prior year total of $173,000.

        Hotel property depreciation for the twelve months ended January 31, 2004 compared to 2003 increased approximately $61,000, or 17.98%,
to $395,000 from $334,000, respectively. The increase was due to increased depreciation charges incurred on an increased asset base generated
from, and increased expenses related to, extensive refurbishment projects.

        Yuma LP had net income of $166,400 for the twelve months ended January 31, 2004, compared to income of $478,017 in the prior year.
The decrease was caused primarily by decreased operating revenues at the Yuma Hotel, due to the continued economic decline of the travel and
tourism industry.

Results of Operations of Yuma Hospitality Properties, Ltd. for the year ended January 31, 2003 compared to the year ended January 31,
2002.

        A summary of operating results for the fiscal years ended January 31, 2003 and 2002 is:

2003 2002 Change % Change

Revenue $ 3,062,133 $ 2,663,029 $ 399,104 14.99%
Operating Profit $ 757,217 $ 532,005 $ 225,212 42.33%
Net Income $ 478,017 $ 233,896 $ 244,121 >100%
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        For the twelve months ended January 31, 2003, Yuma LP had total revenue of $3.1 million compared to $2.7 million for the twelve months
ended January 31, 2002, an increase of approximately $400,000, or 14.99%. The increase was primarily due to increased operating revenues at
the Yuma Hotel, caused by increased sales efforts. Total expenses of $2.6 million for the twelve months ended January 31, 2003 reflect an
increase of approximately $200,000, or 6.38%, compared to total expenses of $2.4 million for the twelve months ended January 31, 2002. The
increase was primarily due to increased depreciation charges incurred on an increased asset base generated from, and increased expenses related
to, extensive refurbishment projects and losses incurred on the replacement of hotel assets during fiscal year 2003.

        General and administrative expenses include hotel administration expenses, professional fees, certain expenses related to refurbishment and
losses incurred on the disposal of assets. In comparing general and administrative expenses for the twelve months ended January 31, 2003 and
2002, these expenses increased $26,000, or 7.01%, to $394,000 in fiscal year 2003 from $368,000 in fiscal year 2002. This increase was
primarily due to expenses incurred on the replacement of hotel fixtures, furniture and equipment in fiscal year 2003.
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         Total operating expenses for the twelve months ended January 31, 2003 were $2.3 million, an increase of approximately $200,000, or
8.16%, from $2.1 million in the twelve months ended January 31, 2002. The increase was primarily due to increased depreciation charges
incurred on an increased asset base generated from, and increased expenses related to, extensive hotel refurbishment projects.

        Total interest expense for the twelve months ended January 31, 2003 was $279,000, a decrease of $19,000, or 6.34%, from $298,000 in the
twelve months ended January 31, 2002.

        Real estate and personal property taxes and insurance was $173,000 for the twelve months ended January 31, 2003, which was consistent
with the prior year total of $164,000.

        Hotel property depreciation for the twelve months ended January 31, 2003 compared to 2002 increased approximately $29,000, or 9.58%,
to $334,000 from $305,000, respectively. The increase resulted primarily from increased depreciation charges incurred on an increased asset
base generated from, and increased expenses related to, extensive hotel refurbishment projects and increased room revenues.

        Yuma LP had net income of $478,000 for the twelve months ended January 31, 2003, compared to net income of $234,000 in the prior
year, an increase of greater than 100%. The increase was primarily due to increased rent revenues at the Yuma Hotel based on increased sales
efforts.

Results of Operations of Yuma Hospitality Properties, Ltd. for the six months ended July 31, 2004 compared to the six months ended
July 31, 2003.

        A summary of operating results for the six months ended July 31, 2004 and 2003 is:

2004 2003 Change % Change

Revenue $ 1,845,377 $ 1,246,013 $ 599,364 48.10%
Operating Profit $ 541,617 $ (9,113) $ 550,730 >100%
Net Income $ 424,741 $ (141,058) $ 565,799 >100%
        For the six months ended July 31, 2004, Yuma LP had total revenue of $1.8 million compared to $1.2 million for the six months ended
July 31, 2003, an increase of approximately $600,000 or 48.10%. The increase was due to increased room revenue primarily caused by
economic improvements in the travel and tourism industry. Total expenses of $1.4 million were consistent with the prior year period.

        Total room revenue increased $600,000 or 48.17% to $1.8 million for the six months ended July 31, 2004 from $1.2 million for the six
months ended July 31, 2003, primarily due to an improving economy.

        Total operating expenses for the six months ended July 31, 2004 were $1.3 million, which was consistent with the prior year period.

        Total interest expense for the six months ended July 31, 2004 was $117,000, a decrease of $15,000, or 11.42%, from $132,000 in the six
months ended July 31, 2003.

        Real estate and personal property taxes and insurance was $85,000 for the six months ended July 31, 2004, a decrease of $2,000, or 2.36%,
from the prior year period total of $87,000.

        Hotel property depreciation for the six months ended July 31, 2004 compared to 2003 increased approximately $24,000, or 13.09%, to
$211,000 from $187,000, respectively. The increase resulted primarily from increased depreciation charges incurred on an increased asset base
generated from, and increased expenses related to, extensive hotel refurbishment projects.

        Yuma LP had net income of $425,000 for the six months ended July 31, 2004, compared to net loss of $(141,000) in the prior year period,
an increase of approximately $566,000, or greater than
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100%. The increase was primarily due to increased room revenues caused by improved operating revenues at the Yuma Hotel based on
increased sales efforts and recent refurbishment projects.

Liquidity and Capital Resources

        Net cash provided by operating activities totaled approximately $566,000, $826,000, and $545,000 for the years ended January 31, 2004,
2003 and 2002, respectively. The fluctuations were primarily due to improved collections of receivables.

        Net cash used in investing activities totaled approximately $(408,000), $(196,000), and $(107,000) for the years ended January 31, 2004,
2003 and 2002, respectively. The increases were attributable to cash used for extensive refurbishment projects undertaken during fiscal years
2004 and 2003.

        Net cash used in financing activities totaled approximately $(158,000), $(631,000), and $(460,000) for the years ended January 31, 2004,
2003 and 2002, respectively. The decreases in cash used comparing 2002, 2003 and 2004 reflect Yuma LP's use of its cash reserves to fund 2002
financing activities, compared to its use of increasing capital contributions by the Partnership during 2003 and 2004 for such activities.

        As of January 31, 2004, Yuma LP had no commitments for capital expenditures beyond a 4% reserve for refurbishment and replacements
that is set aside annually, as described below.

        During the years ended January 31, 2004, 2003 and 2002, Yuma LP contributed to a Capital Expenditures Fund (the "Fund") intended to be
used for capital improvements to the Yuma Hotel and refurbishment and replacement of furniture, fixtures and equipment. With each monthly
mortgage payment, Yuma LP would also transfer to its mortgage lender an amount equal to 4% of the previous month's gross revenues, which
amount was returned to Yuma LP or paid to outside vendors (at the election of Yuma LP) upon the mortgage lender's receipt of payment
acknowledgements and/or invoices for qualifying capital expenditures. As of January 31, 2004, $43 was held in the Fund and is reported on
Yuma LP's Balance Sheet as "Restricted Cash."

        During the twelve months ended January 31, 2004 and 2003, Yuma LP spent approximately $408,000 and $227,000, respectively, for
capital expenditures at the Yuma Hotel. Yuma LP considers the majority of these improvements to be revenue producing. Therefore, these
amounts have been capitalized and are being depreciated over their estimated useful lives. Yuma LP plans to spend approximately $120,000 for
capital expenditures at the Yuma Hotel in fiscal year 2005.

        Yuma LP has minimum debt payments of $256,000 and $281,000 due during fiscal years 2005 and 2006, respectively. The Partnership
believes that these obligations can be satisfied during fiscal years 2005 and 2006 using revenue generated by the operations of the Yuma Hotel.

Contractual Obligations

        The following summarizes the contractual obligations of Yuma LP at January 31, 2004, and the effect such obligations are expected to have
on our liquidity and cash flow in future periods:

PAYMENTS DUE BY PERIOD

CONTRACTUAL OBLIGATIONS TOTAL
LESS THAN
1 YEAR 1-3 YEARS 3-5 YEARS THEREAFTER

Mortgage notes payable $ 2,685,306 $ 256,307 $ 589,222 $ 708,460 $ 1,131,317

TOTAL $ 2,685,306 $ 256,307 $ 589,222 $ 708,460 $ 1,131,317
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Critical Accounting Policies and Estimates

        Yuma LP believes that impairment testing of long-lived assets is its most critical accounting estimate. Accordingly, the accounting policy it
follows for the valuation of its hotel property, which constitutes a majority of its assets, is its most critical accounting policy. Yuma LP applies
SFAS No. 144 to determine when it is necessary to test an asset for impairment. On an events and circumstances basis, Yuma LP reviews the
carrying value of its hotel property. Yuma LP would record an impairment loss and reduce the carrying value of its hotel property when
anticipated undiscounted future cash flows (excluding interest) is less than the carrying value of the hotel property. In cases where Yuma LP
does not expect to recover the carrying cost of its hotel property, it would reduce the carrying value to the fair value of the hotel, as determined
by a current appraisal. For the twelve months ended January 31, 2004, 2003 and 2002, Yuma LP recorded no impairment losses. As of
January 31, 2004, Yuma LP does not believe that the carrying values of its hotel property is impaired.

Inflation

        Yuma LP's revenue is based on the underlying revenue generated by the Yuma Hotel. Therefore, Yuma LP relies entirely on the Yuma
Hotel's ability to increase revenue to keep pace with inflation. Operators of hotels in general, and InnSuites Hotels in particular, can change
room rates quickly, but competitive pressures may limit the Yuma Hotel's ability to raise rates faster than inflation.

Market Price of and Dividends on Yuma LP Partnership Interests

        There is no trading market for the general or limited partnership interests in Yuma LP. The Partnership maintains central clearing bank
accounts to maintain the Hotels, including the Yuma Hotel. Yuma LP deposits its receipts into these accounts, and funds are disbursed from
these account by the Partnership to satisfy Yuma LP obligations. In the event that receipts deposited by Yuma LP are greater than disbursements
made on behalf of Yuma LP, such excess is deemed to be a "distribution" from Yuma LP to the Partnership. In the event that receipts deposited
by Yuma LP are less than disbursements made on behalf of Yuma LP, such deficiency is deemed to be a "capital contribution" by the
Partnership to Yuma LP. For fiscal 2002, the Partnership was deemed to have received a distribution from Yuma LP in the amount of $171,039.
For fiscal years 2003 and 2004, the Partnership was deemed to have made a capital contribution to Yuma LP in the amount of $442,226 and
$525,436, respectively.

Quantitative and Qualitative Disclosures about Market Risk

        Yuma LP is exposed to interest rate risk primarily as a result of its mortgage note payable. The proceeds from this loan were used to acquire
the property. Yuma LP's interest rate risk management objective is to limit the impact of interest rate changes on earnings and cash flow and to
lower its overall borrowing costs. To achieve its objectives, Yuma LP has borrowed using fixed rate debt. Yuma LP's interest rate risk is
monitored using a variety of techniques. The table below presents the principal amounts, weighted average interest rates, fair value and other
terms required, by year of expected maturity, in order to evaluate the expected cash flow and sensitivity to interest rate changes.

Fiscal Year

Debt Type 2005 2006 2007 2008 2009 Thereafter Total Fair Value

Fixed rate debt(1) $ 256,307 281,047 308,175 337,921 370,539 1,131,317 2,685,306 2,917,000
Average interest rate 9.25% 9.25% 9.25% 9.25% 8.27% 8.25% 8.29% 7.00%
Interest rate available on January 31, 2004 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00%

(1)
The fair value of fixed rate debt was determined based on current rates offered for fixed rate debt with similar risks and maturities.
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        The table incorporates only those exposures that exist as of January 31, 2004 and does not consider those exposures or positions which
would arise after that date. Moreover, because firm commitments are not represented in the table above, the information presented therein has
limited predictive value. As a result, Yuma LP's interest rate fluctuations will depend on the exposures that arise during any particular period and
future interest rates.

Tax Treatment of the Acquisition Proposal

        The purchase of the 99.9% general partner interest of Yuma LP by the Trust will be a taxable purchase. As such, the Trust will be allocated
and recognize approximately $2.5 million of gain which is attributable to the Trust's allocable percentage of the Partnership's gain on the sale of
the general partnership interest in Yuma LP. Currently, the Trust has sufficient net operating losses to offset the allocated gain in its entirety for
regular federal tax purposes. However, under current law, the Trust can only offset 90% of its alternative minimum taxable income with
alternative minimum tax losses. The total potential tax liability to the Trust (state and alternative minimum tax) relating to this acquisition would
be approximately $200,000.

Accounting Treatment of the Acquisition Proposal

        The transactions described in the Acquisition Proposal would be accounted for in accordance with rules and conventions applicable to
transactions between entities under common control. As a result, the financial statements of the Trust issued after the acquisition would report
100% of the equity of Yuma LP as shareholders' equity in the Trust and would not be restated retroactively to reflect the historical financial
position or results of operations of the Yuma Hotel. The results of operations of Yuma LP would be included in the results of operations of the
Trust beginning on the effective date of the acquisition. In the historical financial statements of the Trust, all per Share amounts related to
periods prior to the acquisition would not be restated to give retroactive recognition to the effect of the Shares being issued in the acquisition.

No Regulatory Approval for the Acquisition Proposal

        There are no material federal or state approvals or actions that are required prior to the parties' consummation of the Acquisition Proposal.
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PROPOSAL 2C

Exchange of Shares for Cancellation of Notes
(the Notes Cancellation Proposal)

General

        On July 25, 2002, the Trust purchased 225,390 Class B limited partnership units in the Partnership from Hulsey Hotels Corporation, an
affiliate of Mr. Wirth, at a purchase price equal to the closing price of the Trust's Shares on that date. The Trust made a down payment of $1,511
and issued a secured promissory note in the principal amount of $438,000 (the "Hulsey Note"). The Hulsey Note is secured by the purchased
Class B limited partnership units. Annual interest only payments under the Hulsey Note are due on August 1 of each year and are based on a 7%
interest rate, and the unpaid principal balance of the Hulsey Note is due at maturity on March 1, 2007. Monthly principal and interest payments
began on April 1, 2003. There have been no defaults in required payments under the Hulsey Note. During the first quarter of fiscal year 2005,
the Trust reduced the principal balance of the Hulsey Note by $11,427 to offset receivables in the same amount that were owed to the Trust by
other entities affiliated with Mr. Wirth. The principal balance of the Hulsey Note as of July 31, 2004 is $183,921.

        On February 2, 2004, the Trust purchased 58,259 Class B limited partnership units in the Partnership from each of Brian Wirth, Christopher
Wirth, Eric Wirth and Pamela Wirth Barnhill, each an affiliate of Mr. Wirth, at purchase prices equal to the closing price of the Trust's Shares on
that date. The Trust made a down payment of $2,500 and issued a secured promissory note in the principal amount of $130,582.75 (each, a
"Wirth Note," and collectively, the "Wirth Notes") to each seller. Each Wirth Note is secured by the purchased Class B limited partnership units
to which such promissory note relates. Monthly principal and interest payments began on March 2, 2004 and are based on a 7% interest rate, and
the unpaid principal balance of each Wirth Note is due at maturity on February 2, 2011. There have been no defaults in required payments under
any Wirth Note. The aggregate principal balance of the Wirth Notes as of July 31, 2004 is $497,865.

The Proposal

        The Trust proposes to issue up to 568,155 Shares to the Note Holders in exchange for the cancellation of the Hulsey Note and the Wirth
Notes in the aggregate amount of approximately $681,786 (collectively, the "Cancelled Notes"). As a result of the issuance of Shares described
in the Notes Cancellation Proposal, listed as Proposal 2C on the Proxy Card, the Trust would cancel substantially all amounts owed to Mr. Wirth
and his affiliates.

        All Shares issued in connection with the Notes Cancellation Proposal (up to 568,155) would remain outstanding following the
consummation of the Notes Cancellation Proposal.

        The exact number of Shares to be issued to the Note Holders pursuant to the Notes Cancellation Proposal would depend upon the market
price of the Shares at the effective time of the transaction, since the Trust would issue the number of Shares equal to (a) the amount of the
Cancelled Notes divided by (b) the market price of the Trust's Shares at that time, provided, however, that regardless of the market price, the per
Share price used for this calculation will not be less than $1.20 or more than $2.00. An increase or decrease in the market price of the Trust's
Shares would decrease or increase, respectively, the number of Shares issued to the Note Holders pursuant to the Notes Cancellation Proposal.
The maximum number of Shares to be issued by the Trust in connection with the Notes Cancellation Proposal (568,155) is based on a price of
$1.20 per Share and the minimum number of Shares to be issued by the Trust in connection with the Notes Cancellation Proposal (340,893) is
based on a price of $2.00 per Share. See "Effect of the Proposals" below.

42

Edgar Filing: INNSUITES HOSPITALITY TRUST - Form PRE 14A

49



        The reduction in the Trust's liabilities and the issuance of Shares resulting from the transactions described in the Notes Cancellation
Proposal would increase the Trust's reported shareholders' equity, which would facilitate the Trust's compliance with the continued listing
standards of the American Stock Exchange. See "Effect of the Proposals" and "Unaudited Pro Forma Financial Information" below.

Dilution of Percentage Ownership Interests of Existing Shareholders

        As a result of the issuance of the Shares described in the Notes Cancellation Proposal, the percentage ownership interests of all existing
shareholders of the Trust other than the Note Holders would be diluted. See "Effect of the Proposals" below.
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PROPOSAL 2D

Conversion of Class B Limited Partnership Units into Shares
(the Units Conversion Proposal)

General

        As of October 27, 2004, Mr. Wirth and his affiliates held all 4,467,938 outstanding Class B limited partnership units in the Partnership.
Each Class B limited partnership unit may be converted into one newly-issued Share, but only upon the approval of the Board of Trustees.

The Proposal

        Under the Units Conversion Proposal, the Trust would permit Mr. Wirth and his affiliates to convert up to 1,000,000 Class B limited
partnership units, on a one-unit-for-one-Share basis, into 1,000,000 Shares. Subject to shareholder approval, Mr. Wirth and his affiliates have
received the approval of the Board of Trustees for the proposed conversion of up to 1,000,000 Class B limited partnership units. The number of
Shares to be issued pursuant to the Units Conversion Proposal does not depend upon the market value of the Trust's Shares, since the ratio is
fixed for converting Class B limited partnership units into Shares of the Trust.

        All Shares issued in connection with the Units Conversion Proposal (up to 1,000,000) would remain outstanding following the
consummation of the Units Conversion Proposal.

        At July 31, 2004, the Partnership had approximately $19.3 million in equity, 57.18% of which was allocable to the Trust. As a result of the
issuance of the Shares described in the Units Conversion Proposal, listed as Proposal 2D on the Proxy Card, the Trust would increase its sole
general partner interest in the Partnership to approximately 64.75%, further increasing the Trust's allocable share of the Partnership's equity. As a
result of this increased general partner interest, the Trust would report a greater allocable share of the Partnership's equity in the Trust's financial
reports, thereby increasing the Trust's reported shareholders' equity, and enhancing the Trust's ability to regain compliance with Amex's
continued listing standards.

Notice of Immediate Conversion

        Mr. Wirth and his affiliates have notified the Trust that they intend to convert up to 1,000,000 Class B limited partnership units in the
Partnership following shareholder approval of the Units Conversion Proposal to the extent necessary to facilitate the Trust's compliance with
Amex's continued listing standards. Any remaining Class B limited partnership units in the Partnership approved for conversion under the Units
Conversion Proposal may be converted into Shares on later dates determined by Mr. Wirth and/or his affiliates.

Dilution of Percentage Ownership Interests of Existing Shareholders

        As a result of the issuance of the Shares described in the Units Conversion Proposal, the percentage ownership interests of all existing
shareholders of the Trust other than Mr. Wirth and his affiliates would be diluted. See "Effect of the Proposals" below.
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PURPOSES OF PROPOSALS 2A, 2B, 2C AND 2D

        The Trust's Board of Trustees believes that consummating the transactions contemplated by each of the Debt Cancellation Proposal, the
Acquisition Proposal, the Notes Cancellation Proposal and the Units Conversion Proposal would facilitate the Trust's compliance with Amex's
continued listing standards as a result of the following:

�
The Trust would no longer owe the Partnership the $8.5 million that is proposed to be converted into Shares of the Trust
under the Debt Cancellation Proposal, increasing the Trust's reported shareholders' equity.

�
The Trust's acquisition of the 99.9% sole general partner interest in Yuma LP resulting from the transactions described in the
Acquisition Proposal would increase the Trust's allocation of the Yuma Hotel's profitable operations and Yuma LP's equity,
which in each case would further increase the Trust's reported shareholders' equity.

�
The issuance of the Shares contemplated by the Acquisition Proposal would increase the Trust's reported shareholders'
equity.

�
The Trust would no longer owe the Note Holders the $681,786 that is proposed to be converted into Shares of the Trust
under the Notes Cancellation Proposal, increasing the Trust's reported shareholders' equity.

�
The issuance of the Shares contemplated by the Notes Cancellation Proposal would increase the Trust's reported
shareholders' equity.

�
As a result of the conversion of units into Shares as described in the Units Conversion Proposal, the Trust would increase its
sole general partner interest in the Partnership, increasing its allocation of the Partnership's reported equity which would
further increase the Trust's reported shareholders' equity.

        The failure of the Trust's shareholders to approve any one (or more) of the Debt Cancellation Proposal, the Acquisition Proposal, the Notes
Cancellation Proposal and/or the Units Conversion Proposal could substantially hinder the Trust's ability to regain compliance with Amex's
continued listing standards as described in the Amex Plan. Failure to comply with the Amex Plan could make it difficult or impossible for the
Trust to maintain the listing of its Shares on Amex.

        The Board of Trustees of the Trust has determined that the continued listing of the Shares on Amex is in the best interest of the Trust's
shareholders. If the Trust's Shares were delisted from Amex, liquidity in the trading market for its Shares could be significantly decreased, which
could greatly reduce the trading price of and increase the transaction costs of trading the Trust's Shares.

        The Amex Rules contain a number of quantitative and qualitative requirements for continued listing on the American Stock Exchange.
Amex has broad discretion to suspend or remove a security from trading on the American Stock Exchange for failure to meet any of those
enumerated requirements or for other reasons that Amex's Board of Governors, in its discretion, considers to be appropriate. The Trust can
provide no assurance that Amex will accept the Trust's completion of the Amex Plan or that future events will not result in additional
proceedings by Amex against the Trust with respect to Amex's continued listing standards.
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UNAUDITED PRO FORMA FINANCIAL INFORMATION

        The following selected unaudited pro forma financial data give effect to the Debt Cancellation Proposal, the Acquisition Proposal, the
Notes Cancellation Proposal and the Units Conversion Proposal. The pro forma statement of operations assumes the transactions occurred on
January 31, 2003, and the pro forma consolidated balance sheet assumes the transactions occurred on July 31, 2004.

        The pro forma financial information presented below is based upon assumptions that are included in the notes to the pro forma financial
statements included in this Proxy Statement. The pro forma information is unaudited and is not necessarily indicative of what the Trust's
financial position and results of operations would have been as of and for the dates or periods indicated, nor does it purport to represent the
future financial position of the Trust and results of its operations for future periods.
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InnSuites Hospitality Trust
Pro Forma Financial Statements

For the Fiscal Year Ended January 31, 2004

As Reported Proposal 2A Proposal 2B Proposal 2C Proposal 2D
Contract
Acquisition

Scottsdale, AZ
Hotel

Property

Revenue
Room $ 15,963,373 $ �$ �$ �$ �$ �$ (300,057)
Food and beverage 1,271,756 � � � � � (20,635)
Telecommunications 113,288 � � � � � (1,115)
Other 411,827 � � � � � (3,988)
Payroll Reimbursements � � � � � � �
Management and Licensing
Fees � � � � � � �

Total Revenue 17,760,244 � � � � � (325,795)

Operating Expenses
Room 4,111,480 � � � � � (104,113)
Food and beverage 1,181,246 � � � � � (36,364)
Telecommunications 225,089 � � � � � (10,644)
General and administrative 3,697,986 � � � � � (57,265)
Sales and marketing 1,671,689 � � � � � (8,042)
Repairs and maintenance 1,171,956 � � � � � (31,241)
Hospitality 688,288 � � � � � (17,836)
Utilities 1,187,088 � � � � � (21,202)
Real estate personal property
taxes, insurance and ground
rent 1,246,662 � � � � � (14,538)
Real estate depreciation 2,285,218 � � � � � �
Other 229,367 � � � � � (3,989)
Acquisition of Management
and Licensing Contracts � � � � � � �

Operating Expense 17,696,069 � � � � � (305,234)

Operating Income 64,175 � � � � � (20,561)

Interest Income 289 � � � � � �

Total Interest Income 289 � � � � � �

Mortgage interest 2,064,186 � � � � � �
Interest on notes payable to
banks 52,810 � � � � � (16,079)
Interest on notes payable and
advances to related parties 544,069 � � � � � �
Interest on other notes payable 10,290 � � � � � �

Total Interest Expense 2,671,355 � � � � � (16,079)

Income (Loss) Before Minority
Interest (2,606,891) � � � � � (4,482)
Less: Minority Interest (773,258) � (66,389) � 119,766 � 16,946

Income (Loss) from Continuing
Operations (1,833,633) � 66,389 (119,766) � (21,428)
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As Reported Proposal 2A Proposal 2B Proposal 2C Proposal 2D
Contract
Acquisition

Scottsdale, AZ
Hotel

Property

Income (Loss) from Discontinued
Operations, Net of Minority
Interest (502,671) � � � (6,053) � �
Income (Loss) on Impairment of
Hotel Property, Net of Minority
Interest (243,358) � � � (34,700) � �
Income (Loss) on Disposition of
Hotels, Net of Minority Interest (14,655) � � � (2,169) � �

Income (Loss) Attributable to
Shares of Beneficial Interest $ (2,594,317) $ �$ 66,389 $ �$ (162,688) $ �$ (21,428)

Loss Per Share�Basic and Diluted
Loss from Continuing Operations $ (0.90)
Loss from Discontinued
Operations (0.37)

Net Loss Attributable to Shares of
Beneficial Interest $ (1.27)

Weighted Average Number of Shares
Outstanding�Basic and Diluted 2,035,200 3,051,300 2,293,607 568,155 1,000,000 100,000 �

47

Edgar Filing: INNSUITES HOSPITALITY TRUST - Form PRE 14A

55



InnSuites Hospitality Trust
Pro Forma Financial Statements

For the Fiscal Year Ended January 31, 2004

Flagstaff, AZ
Hotel

Property
Buena Park, CA
Hotel Property

Tempe, AZ
Hotel

Property

San Diego,
CA
Hotel

Property
Aggregate
Adjustment

Aggregate
Pro Forma

Revenue
Room $ �$ �$ �$ �$ �$ 15,663,316
Food and beverage � � � � � 1,251,121
Telecommunications � � � � � 112,173
Other � � � � � 407,839
Payroll Reimbursements � � � � � �
Management and Licensing Fees � � � � � �

Total Revenue � � � � � 17,434,449

Operating Expenses � � � � � �
Room � � � � � 4,007,367
Food and beverage � � � � � 1,144,882
Telecommunications � � � � � 214,445
General and administrative � � � � � 3,640,721
Sales and marketing � � � � � 1,663,647
Repairs and maintenance � � � � � 1,140,715
Hospitality � � � � � 670,452
Utilities � � � � � 1,165,886
Real estate personal property taxes,
insurance and ground rent � � � � � 1,232,124
Real estate depreciation � � � � � 2,285,218
Other � � � � � 225,378
Acquisition of Management and
Licensing Contracts � � � � � �

Operating Expense � � � � � 17,390,835

Operating Income � � � � � 43,614

Interest Income � � � � � 289

Total Interest Income � � � � � 289

Mortgage interest � � � � � 2,064,186
Interest on notes payable to banks � � � � � 36,731
Interest on notes payable and advances to
related parties � � (359,740) � � 184,329
Interest on other notes payable � � � � � 10,290

Total Interest Expense � � (359,740) � � 2,295,536

Income (Loss) Before Minority Interest � � 359,740 � � (2,251,633)
Less: Minority Interest � � 46,370 � (53,379) (709,944)

Income (Loss) from Continuing Operations � � 313,370 � 53,379 (1,541,689)

Income (Loss) from Discontinued
Operations, Net of Minority Interest 99,141 222,799 123,760 65,968 (2,944) �
Income (Loss) on Impairment of Hotel
Property, Net of Minority Interest � 168,189 66,169 � 43,700 �
Income (Loss) on Disposition of Hotels,
Net of Minority Interest � 14,655 � � 2,169 �
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Flagstaff, AZ
Hotel

Property
Buena Park, CA
Hotel Property

Tempe, AZ
Hotel

Property

San Diego,
CA
Hotel

Property
Aggregate
Adjustment

Aggregate
Pro Forma

Income (Loss) Attributable to Shares of
Beneficial Interest $ 99,141 $ 405,643 $ 503,299 $ 65,968 $ (96,304) $ (1,541,689)

Loss Per Share�Basic and Diluted
Loss from Continuing Operations
Loss from Discontinued Operations

Net Loss Attributable to Shares of Beneficial
Interest $ (0.17)

Weighted Average Number of Shares
Outstanding�Basic and Diluted � � � � � 9,048,262
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InnSuites Hospitality Trust
Pro Forma Financial Statement

For the Six Months Ended July 31, 2004

As Reported Proposal 2A Proposal 2B Proposal 2C Proposal 2D

Revenue
Room $ 8,982,591 $ �$ �$ �$ �
Food and beverage 618,709 � � � �
Telecommunications 47,149 � � � �
Other 145,068 � � � �
Payroll Reimbursements 1,454,944 � � � �
Management and Licensing Fees 127,537 � � � �

Total Revenue 11,375,998 � � � �

Operating Expenses
Room 2,306,921 � � � �
Food and beverage 577,577 � � � �
Telecommunications 99,921 � � � �
General and administrative 2,124,161 � � � �
Sales and marketing 806,168 � � � �
Repairs and maintenance 585,978 � � � �
Hospitality 386,084 � � � �
Utilities 565,334 � � � �
Real estate personal property taxes, insurance and
ground rent 637,930 � � � �
Real estate depreciation 1,207,024 � � � �
Other 104,357 � � � �
Payroll Costs Related to Management Contracts 1,454,944 � � � �

Operating Expense 10,856,399 � � � �

Operating Income 519,599 � � � �

Interest Income 6,502 � � � �

Total Interest Income 6,502 � � � �

Mortgage interest 998,762 � � � �
Interest on notes payable to banks 11,333 � � � �
Interest on notes payable and advances to related
parties 93,270 � � � �
Interest on other notes payable 9,820 � � � �

Total Interest Expense 1,113,185 � � � �

Income (Loss) Before Minority Interest (587,084) � � � �

Less: Minority Interest (53,396) � (117,065) � 62,992

Income (Loss) from Continuing Operations (533,688) � 117,065 � (62,992)

Income (Loss) from Discontinued Operations, Net of
Minority Interest (267,773) � � � (10,894)
Gain (Loss) on Disposition of Hotels, Net of Minority
Interest 2,800,655 � � � �
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As Reported Proposal 2A Proposal 2B Proposal 2C Proposal 2D

Income (Loss) Attributable to Shares of Beneficial
Interest Before Income Tax Provision $ 1,999,194 $ �$ 117,065 �$ (73,886)

Income Tax Provision � � (200,000) � �
Cumulative Effect of Change in Accounting Principle (854,402) � � � �

Net Income (Loss) Attributable to Shares of Beneficial
Interest $ 1,144,792 $ �$ (82,935) �$ (73,886)

Income (Loss) Per Share�Basic
Loss from Continuing Operations $ (0.23)
Income from Discontinued Operations 1.12
Loss from Change in Accounting Principle (0.38)

Net Income (Loss) Attributable to Shares of Beneficial
Interest $ 0.51

Weighted Average Number of Shares Outstanding�Basic
and Diluted 2,260,502 3,051,300 2,293,607 568,155 1,000,000
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InnSuites Hospitality Trust
Pro Forma Financial Statement

For the Six Months Ended July 31, 2004

Tempe, AZ
Hotel Property

San Diego, CA
Hotel Property

Aggregate
Adjustment

Aggregate
Pro Forma

Revenue
Room $ � $ � $ � $ 8,982,591
Food and beverage � � � 618,709
Telecommunications � � � 47,149
Other � � � 145,068
Payroll Reimbursements � � � 1,454,944
Management and Licensing Fees � � � 127,537

Total Revenue � � � 11,375,998

Operating Expenses �
Room � � � 2,306,921
Food and beverage � � � 577,577
Telecommunications � � � 99,921
General and administrative � � � 2,124,161
Sales and marketing � � � 806,168
Repairs and maintenance � � � 585,978
Hospitality � � � 386,084
Utilities � � � 565,334
Real estate personal property taxes, insurance and
ground rent � � � 637,930
Real estate depreciation � � � 1,207,024
Other � � � 104,357
Payroll Costs Related to Management Contracts � � � 1,454,944

Operating Expense � � � 10,856,399

Operating Income � � � 519,599

Interest Income � � � 6,502

Total Interest Income � � � 6,502

Mortgage interest � � � 998,762
Interest on notes payable to banks � � � 11,333
Interest on notes payable and advances to related
parties (49,280) � � 43,990

Interest on other notes payable � � � 9,820

Total Interest Expense (49,280) � � 1,063,905

Income (Loss) Before Minority Interest 49,280 � � (537,804)
Less: Minority Interest 21,422 � 3,647 (82,400)

Income (Loss) from Continuing Operations 27,858 � (3,647) (455,404)

Income (Loss) from Discontinued Operations, Net of
Minority Interest (61,463) 218,002 15,079 (107,049)
Gain (Loss) on Disposition of Hotels, Net of Minority
Interest 4,704 (2,805,467) 108 �

Income (Loss) Attributable to Shares of Beneficial
Interest Before Income Tax Provision $ (28,901) $ (2,587,465) $ 11,540 $ (562,453)
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Tempe, AZ
Hotel Property

San Diego, CA
Hotel Property

Aggregate
Adjustment

Aggregate
Pro Forma

Income Tax Provision � � � (200,000)
Cumulative Effect of Change in Accounting Principle � � � (854,402)

Net Income (Loss) Attributable to Shares of Beneficial
Interest $ (28,901) $ (2,587,465) $ 11,540 $ (1,616,855)

Income (Loss) Per Share�Basic
Loss from Continuing Operations
Income from Discontinued Operations
Loss from Change in Accounting Principle

Net Income (Loss) Attributable to Shares of Beneficial
Interest $ (0.18)

Weighted Average Number of Shares Outstanding�Basic
and Diluted � � � 9,173,564
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InnSuites Hospitality Trust
Pro Forma Balance Sheet

As of July 31, 2004

As Reported Proposal 2A Proposal 2B
Proposal

2C Proposal 2D
Aggregate
Adjustment

Aggregate
Pro Forma

ASSETS
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