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MONMOUTH REAL ESTATE INVESTMENT CORPORATION
Juniper Business Plaza, 3499 Route 9 North, Suite 3-C
Freehold, New Jersey 07728

April 7, 2003
Dear Stockholder:

You are cordially invited to attend the Annual Meeting of the Stockholders of
Monmouth Real Estate Investment Corporation (the "Company") to be held at 4:00
p.m., local time, on Tuesday, May 6, 2003, at Juniper Business Plaza, 3499 Route
9 North, Suite 3-C, Freehold, New Jersey 07728.

At the Annual Meeting, you will be asked to consider and vote upon a proposal to
reincorporate the Company as a Maryland corporation pursuant to a merger of the
Company into a newly formed, wholly-owned subsidiary of the Company incorporated
in Maryland, and the conversion of each outstanding share of Class A common
stock of the Company into one share of common stock of the surviving Maryland
corporation (the "Reincorporation"). The board of directors has carefully
considered and approved the Reincorporation and believes for the reasons
described in the accompanying proxy statement (the "Proxy Statement") that the
best interests of the Company and its stockholders will be served by changing
the Company's state of incorporation from Delaware to Maryland. Accordingly,
your board of directors unanimously recommends that you vote for the
Reincorporation. Approval of the Reincorporation will constitute approval of all
of the provisions set forth in the Articles of Incorporation and Bylaws of the
Maryland corporation and certain other matters as described in the Proxy
Statement.

In addition to voting on the Reincorporation, you will be asked to consider and
vote upon the election of ten directors to the board of directors of the Company
and to ratify the appointment of KPMG LLP, as the Company's independent auditors
for the fiscal year ending September 30, 2003. THE ELECTION OF THE DIRECTORS AND
THE RATIFICATION OF THE INDEPENDENT AUDITORS ARE NOT CONDITIONED ON THE APPROVAL
OF THE REINCORPORATION.

The Reincorporation, the election of directors and ratification of the Company's
independent auditors are more fully described in the Proxy Statement. We urge
you to review carefully the Proxy Statement and accompanying appendices. Copies
of the Merger Agreement, the Articles of Incorporation of the Maryland
corporation and the Bylaws of the Maryland corporation are attached as
Appendices A, B, and C, respectively, to the Proxy Statement.

THE ENCLOSED PROXY IS SOLICITED BY THE BOARD OF DIRECTORS OF THE COMPANY, WHICH
RECOMMENDS A VOTE FOR THE REINCORPORATION, A VOTE FOR THE ELECTION TO THE BOARD
OF DIRECTORS OF EACH PERSON NAMED IN THE PROXY STATEMENT AND A VOTE FOR THE
RATIFICATION OF KPMG LLP AS THE COMPANY'S INDEPENDENT AUDITORS.

YOUR VOTE IS IMPORTANT TO THE COMPANY. If you fail to return your proxy card or
to vote, it has the same effect as a vote against the Reincorporation. Please
complete, date and sign the enclosed proxy card and return it in the
accompanying postage paid envelope, even if you plan to attend the Annual
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Meeting. If you attend the Annual Meeting, you may, if you wish, withdraw your
proxy and vote in person.

Sincerely,

/s/ Eugene W. Landy

Eugene W. Landy
President and Director

MONMOUTH REAL ESTATE INVESTMENT CORPORATION
Juniper Business Plaza, 3499 Route 9 North, Suite 3-C
Freehold, New Jersey 07728

NOTICE OF THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 6, 2003

To the Stockholders:

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders (the "Meeting")
of Monmouth Real Estate Investment Corporation (the "Company") will be held at
Juniper Business Plaza, 3499 Route 9 North, Suite 3-C, Freehold, New Jersey
07728, on May 6, 2003 2003, at 4:00 p.m. local time, for the following purposes:

1. To consider and vote on a proposal to reincorporate the Company as a
Maryland corporation by the merger of the Company into a newly formed,
wholly-owned subsidiary of the Company incorporated in Maryland;

2. To elect ten Directors, the names of whom are set forth in the
accompanying proxy statement, to serve for the ensuing year;

3. To ratify the appointment of KPMG LLP as independent auditors for the
Company for the fiscal year ending September 30, 2003; and

4. To transact such other business as may properly come before the Meeting
or any adjournment thereof.

Only stockholders of record at the close of business on March 25, 2003
are entitled to receive notice of and to vote at the Meeting or any adjournments
thereof. A complete list of stockholders entitled to vote at the Meeting will be
open for inspection by any stockholder for any purposes germane to the Meeting
for ten days prior to the Meeting during ordinary business hours at the
principal office of the Company, Juniper Business Plaza, 3499 Route 9 North,
Suite 3-C, Freehold, New Jersey 07728.

The Company's board of directors would like to have as many
stockholders as possible present or represented at the Meeting. If you are
unable to attend in person, please vote, sign, date and return your enclosed
proxy card promptly in the enclosed envelope.

By Order of the Board of Directors

/s/ EUGENE W. LANDY

EUGENE W. LANDY
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President and Director
DATED: April 7, 2003

MONMOUTH REAL ESTATE INVESTMENT CORPORATION
Juniper Business Plaza, 3499 Route 9 North, Suite 3-C
Freehold, New Jersey 07728

PROXY STATEMENT
FOR
THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 6, 2003

The following information is furnished in connection with the Annual
Meeting of the Stockholders of Monmouth Real Estate Investment Corporation (the
"Company") to be held on Tuesday, May 6, 2003, at 4:00 p.m. local time, at the
Company's principal executive offices located at Juniper Business Plaza, 3499
Route 9 North, Suite 3-C, Freehold, New Jersey 07728 (the "Meeting"). Additional
copies of the Notice, Proxy Statement and form of proxy may be obtained by
writing to the Company's Secretary, at Juniper Business Plaza, 3499 Route 9
North, Suite 3-C, Freehold, New Jersey 07728 or by calling the Company's
secretary at 732-577-9997. This Proxy Statement and the accompanying proxy card
will first be sent on or about April 7, 2003.

SOLICITATION AND REVOCATION OF PROXIES

Any stockholder giving the accompanying proxy has the power to revoke
it at any time before it is exercised at the Meeting by filing with the
Secretary of the Company an instrument revoking it, by delivering a duly
executed proxy card bearing a later date, or by appearing at the meeting and
voting in person. Shares represented by properly executed proxies will be voted
as specified thereon by the stockholder. Unless the stockholder specifies
otherwise, such proxies will be voted FOR the proposals set forth in the Notice
of Meeting.

The Company is soliciting proxies pursuant to this Proxy Statement, and
the cost of soliciting the proxies on the enclosed form will be paid by the
Company. In addition to the use of the mails, proxies may be solicited by the
directors and their agents (who will receive no additional compensation
therefor) by means of personal interview, telephone, facsimile or otherwise, and
it is anticipated that banks, brokerage houses and other institutions, nominees
or fiduciaries will be requested to forward the soliciting material to their
principals and to obtain authorization for the execution of proxies. The Company
may, upon request, reimburse banks, brokerage houses and other institutions,
nominees and fiduciaries for their expenses in forwarding proxy material to
their principals.

VOTING RIGHTS
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Only record holders of shares of the Company's Class A common stock,
$.01 par value per share ("Shares"), as of the close of business on March 25,
2003 are entitled to vote at the Meeting. As of the record date, there were
issued and outstanding 14,489,536 Shares, each Share being entitled to one
vote. The presence at the Meeting, in person or by properly executed proxy, of a
majority of the outstanding Shares is necessary to constitute a quorum. Proxies
relating to "street name" Shares that are voted by brokers will be counted as
Shares present for purposes of determining the presence of a quorum, but will
not be treated as Shares having voted at the Meeting as to any proposal as to
which the broker does not vote.

To be adopted, the Reincorporation (as defined below) must receive the
affirmative vote of a majority of the Shares entitled to vote. Uninstructed
Shares may not be voted on this matter. Therefore, for the purposes of this
matter, abstentions and broker non-votes have the effect of negative votes. See
"Reincorporation of the Company in Maryland - Vote Required; Board
Recommendation.”" In addition, directors are elected by a plurality. For the
purposes of this matter, abstentions and broker non-votes will not be taken into
account in determining the outcome of the election. To ratify the appointment of
KPMG LLP as the Company's independent auditors, the affirmative vote of the
majority of the Shares present at the meeting and entitled to vote 1is necessary.
Uninstructed Shares are entitled to vote on this matter. Therefore, for the
purposes of this matter, abstentions have the effect of negative votes. With
respect to any other business which may properly come before the Meeting and
which may be submitted to a vote of the stockholders, proxies received by the
Board will be voted in the discretion of the designated proxy holders.

PROPOSAL 1
REINCORPORATION OF THE COMPANY IN MARYLAND
General

The Company's board of directors has unanimously approved a proposal
for the Company to change its state of incorporation from Delaware to Maryland
(the "Reincorporation"). If approved by the Company's stockholders, the
Reincorporation will be accomplished by the merger (the "Merger") of the Company
with and into its wholly-owned subsidiary, MREIC Maryland, Inc., a Maryland
corporation ("Monmouth Maryland"). As a result of the Merger, the Company's
legal domicile will be changed from Delaware to Maryland but its name will
remain the same. Also as a result of the Merger, the separate existence of the
Company will cease and Monmouth Maryland, as the surviving corporation, will
succeed to all the business, properties, assets and liabilities of the Company.
The Reincorporation will not, however, change the business, management or
location of the principal executive offices of the Company. The Company is
currently qualified as a real estate investment trust ("REIT") under the
Internal Revenue Code of 1986, as amended (the "Code"), and the Company intends
to continue to operate in such a manner to maintain that qualification in the
future. Monmouth Maryland was incorporated in Maryland on March 12, 2003,
specifically for the purposes of the Reincorporation and has conducted no
business and has no material assets or liabilities.

The number of directors comprising the board of directors of Monmouth
Maryland will be ten initially, each of whom is currently a director of the
Company. The President of Monmouth Maryland is currently the President of the
Company. Stockholders should note that approval of the Reincorporation will
constitute a ratification of all of the currently serving directors of Monmouth
Maryland.



Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form DEF 14A

Upon the terms and subject to the conditions of the Agreement and Plan
of Merger ("Merger Agreement") between the Company and Monmouth Maryland, at the

effective time of the Merger (the "Effective Time"), each outstanding Share will
be converted into one share of common stock, $.01 par value, of Monmouth
Maryland (the "Maryland Common Stock"). In addition, at the Effective Time, each

outstanding option to purchase Shares will continue outstanding as a right to
purchase Shares of the Maryland Common Stock upon the same terms and conditions
as immediately prior to the Effective Time.

Stockholders will not need to exchange their current certificates in
connection with the Merger. The outstanding certificates representing Shares
will evidence ownership of the equivalent number of shares of Maryland Common
Stock following the Merger and stockholders should retain their existing
certificates. Any share transfer occurring after the Reincorporation will result
in the issuance of Monmouth Maryland certificates to the participants.

The Company's Shares are listed for trading on the Nasdag Stock Market
and trade under the symbol "MNRTA." At the Effective Time, this symbol will,
without interruption, represent shares of Maryland Common Stock.

The Company's 1997 Stock Option Plan, as amended (the "Plan"), will be
continued by Monmouth Maryland following the Reincorporation. Approval of the
proposed Reincorporation will constitute approval of the adoption and assumption
of the Plan by Monmouth Maryland.

Also at the Effective Time, the Company will be governed by the

Maryland General Corporation Law (the "Maryland Code"), by the Articles of
Incorporation of Monmouth Maryland (the "Maryland Charter") and by the Bylaws of
Monmouth Maryland (the "Maryland Bylaws"), which will result in certain changes

in the rights of stockholders and other matters related to the Company. The most
significant changes are discussed in this Proxy Statement under the caption
"Comparison of the Delaware Code, Delaware Charter and Delaware Bylaws to the
Maryland Code, Maryland Charter and Maryland Bylaws." For additional details and
complete information relating to these and other changes in the rights of
stockholders, please review the Merger Agreement which is attached to this proxy
statement as Appendix A, the Maryland Charter which is attached to this proxy
statement as Appendix B and the Maryland Bylaws which are attached to this proxy
statement as Appendix C. In addition, any stockholder wishing to inspect copies
of the Company's Certificate of Incorporation, as amended (the "Delaware
Charter"), and the Company's current Bylaws (the "Delaware Bylaws"), may obtain
copies of these documents by sending a request to the President or Secretary of
the Company at Juniper Business Plaza, 3499 Route 9 North, Suite 3-C, Freehold,
New Jersey 07728.

The Company anticipates that the Merger will become effective as soon
as reasonably practicable after stockholder approval. However, the Merger
Agreement provides that the Merger may be abandoned or deferred prior to the
Effective Time, either before or after

stockholder approval, if circumstances arise which, in the opinion of the board
of directors of the Company or Monmouth Maryland, make the Merger inadvisable or
its deferral advisable. In addition, the Merger Agreement may be amended at any
time prior to the Effective Time, subject to certain conditions. In the event
the Proposal is not adopted or the Merger is not consummated, the Company will
continue to operate as a Delaware corporation, subject to Delaware's annual
franchise tax and subject to the Delaware Charter and the Delaware Bylaws.
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Reasons for the Merger

The board of directors recommends that the Company become a Maryland
corporation subject to the statutes of Maryland rather than Delaware for several
reasons. First, the board of directors is currently considering methods of
attracting additional capital in order to enhance stockholder value. This
additional capital may take the form of preferred securities, convertible
preferred securities, or other hybrid securities depending on the market
conditions at the time of issuance. Under Delaware law and the Company's current
charter, to issue such securities the Company would have to call a special
stockholders' meeting to amend its charter. With the time to prepare a proxy
statement and to comply with applicable state corporate and federal securities
laws, obtaining the necessary stockholder approval could take up to four months.
This delay could cause the Company to miss the opportune time to market its
securities. Under Maryland law and Monmouth Maryland's Charter, the board can
authorize and issue any type of security negotiated with investors without the
necessity of a stockholders' meeting. Therefore, being organized under Maryland
law and being governed by the Maryland Charter will better enable the Company to
raise capital without delay when market conditions are most favorable.

Second, by reincorporating in Maryland the Company will be able to
eliminate its annual Delaware franchise tax expenses. The State of Delaware
imposes franchise taxes on Delaware corporations based on alternative formulas
involving either (i) the corporation's aggregate number of shares of authorized
stock; or (ii) the corporation's capital structure as compared to its assets. A
Delaware corporation may elect to be treated under the alternative that results
in the lesser amount of franchise tax imposed on the corporation. The Company
has always elected to be considered under the alternative formula which results
in the lower franchise tax burden, however, that burden is still substantial
relative to the state tax in Maryland.

For the years ended December 31, 2002, 2001 and 2000, the Company's
Delaware franchise taxes were approximately $47,400, $40,800 and $32,200,
respectively. Unlike Delaware, Maryland does not impose a franchise tax on a
corporation incorporated under its laws. If the Company is reincorporated in
Maryland, the only amount payable annually to Maryland as a result of being
incorporated under its laws currently would be $100 to be paid in conjunction
with Maryland's annual reporting requirements. This would result in the Company
saving the entire amount paid for Delaware franchise taxes which historically
has been in excess of $25,000. Some of the savings anticipated during fiscal
2003 by the Reincorporation may initially be offset by expenses associated with
Reincorporation, such as filing, legal, printing and similar expenses.

Finally, the Maryland Charter and Maryland statutes will provide the
Company with a greater ability to preserve its REIT status and to defend against
an unsolicited takeover deemed not to be in the best interests of the
stockholders. See "Comparison of the Delaware Code,

Delaware Charter and Delaware Bylaws to the Maryland Code, Maryland Charter and
Maryland Bylaws - Certain Anti-Takeover Effects." The board of directors
believes approximately half of the publicly traded REITs are organized under
Maryland statutes, and therefore REIT investors are familiar with the Maryland
statutes applicable to REITs and perceive them to be beneficial to the operation
of a REIT.
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Comparison of the Delaware Code, Delaware Charter and Delaware Bylaws to the
Maryland Code, Maryland Charter and Maryland Bylaws

Although there are several differences between the Delaware General
Corporation Law (the "Delaware Code") and the Maryland Code, the board of
directors does not believe that these differences will have a significant impact
on the Company's day-to-day operations. A summary of certain differences between
provisions affecting holders of Shares under the Delaware Code, the Delaware
Charter and the Delaware Bylaws and those affecting holders of Maryland Common
Stock under the Maryland Code, the Maryland Charter and the Maryland Bylaws is
set forth below. The identification of specific differences is not meant to
indicate that other equally or more significant differences do not exist. This
summary does not purport to be complete and is qualified in its entirety by
reference to the Maryland Charter and Maryland Bylaws, (copies of which are
attached to this proxy statement as Appendix B and Appendix C, respectively),
the Delaware Charter and the Delaware Bylaws (which can be obtained from the
President or the Secretary of the Company upon request), and to the Delaware
Code and the Maryland Code. In the following discussion, the Company, a Delaware
corporation, 1is also referred to as "Monmouth Delaware."

Authorized Capital Stock

The authorized capital stock of Monmouth Delaware consists of
20,000,000 shares of Class A common stock, $0.01 per share, and 100,000 shares
of Class B common stock, $.01 per share.

The authorized capital stock of Monmouth Maryland consists of
25,000,000 shares, initially classified as 20,000,000 shares of Maryland Common
Stock, and 5,000,000 shares of excess stock, par value $0.01 per share

("Maryland Excess Stock"). The Maryland Excess Stock is designed to protect
Monmouth Maryland's status as a REIT under the Code. See "- REIT Related
Restrictions." In general under the Delaware Code, any change in a corporation's

capitalization, including any increase or decrease in the aggregate number of
shares of stock or in the number of shares of stock of any class authorized for
issuance must be approved by a majority of the shares of each class entitled to
vote. Under the Maryland Code and the Maryland Charter, however, the board of
directors of Monmouth Maryland has the power, without action by the
stockholders, to increase or decrease the aggregate number of shares of stock or
the number of shares of stock of any class that Monmouth Maryland has authority
to issue. Also, the board of directors of Monmouth Maryland has the power to
classify or reclassify any unissued capital stock including classification into
a class or classes of preferred stock, preference stock, special stock or other
stock and to divide or classify shares into one or more series of such class.
The board of directors of Monmouth Maryland may exercise its power to increase
the number of authorized shares or to reclassify any unissued shares in
connection with a merger or acquisition, a future underwritten public offering
or private placement or a potential hostile takeover.

Under the Delaware Code and the Delaware Charter, each share of Class A
common stock and each share of Class B common stock is entitled to one vote.
Under the Maryland Code and the Maryland Charter, each share of Maryland Common
Stock is entitled to one vote on each matter submitted to stockholders and the
Maryland Excess Stock has no voting rights.

Stockholder Meetings
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The Delaware Bylaws provide that an annual meeting of stockholders will
be held after delivery of the annual report for the prior fiscal year and within
7 months of the end of the prior fiscal year on a date and at a time and place
determined by Monmouth Delaware's board of directors. The Maryland Bylaws
provide that the annual meeting of stockholders of Monmouth Maryland will be
held at the time and on the date during the month of April as set by the board
of directors of Monmouth Maryland. Both the Delaware Bylaws and the Maryland
Bylaws provide that the presence in person or by proxy of a majority of all
votes entitled to be cast constitutes a quorum at stockholder meetings.

Under the Delaware Code, special meetings of stockholders may be called
by the board of directors of a Delaware corporation or by such other person or
persons as may be authorized by its certificate of incorporation or bylaws.
Stockholders of a Delaware corporation may not force a special meeting unless
specifically provided for in the corporation's certificate of incorporation or
bylaws. Under the Delaware Charter a special meeting of the stockholders can be
called by the President, a majority of the board of directors or by the holders
of a majority of the outstanding shares entitled to vote in the election of
directors.

Under the Maryland Code, special meetings of stockholders may be called
by a corporation's board of directors, its president, such other persons as the
charter or bylaws provide, and the holders of shares entitled to cast 25% of the
votes at the special meeting (or such other percentage not greater than a
majority as 1s specified in the charter or bylaws). The Maryland Bylaws provide
that special meetings may be called by the Chairman of the Board of Monmouth
Maryland, by the President of Monmouth Maryland or by a majority of its board of
directors, and must be called by its secretary upon the written request of
holders of shares entitled to cast at least a majority of all votes entitled to
be cast at such special meeting. A request by stockholders must state the
purpose of the meeting and the matters proposed to be acted upon at the meeting.
Further, stockholders requesting the special meeting must pay the estimated
costs of preparing and mailing the notice of the special meeting. The board of
directors has the sole power to fix the date, place and time of the special
meeting.

Preemptive Rights

Under the Delaware Code and the Maryland Code, stockholders have
preemptive rights to purchase shares only if the certificate of incorporation so
provides. Neither the Delaware Charter nor the Maryland Charter provides
stockholders with preemptive rights.

Stockholder Action by Written Consent

The Delaware Code provides that, unless the articles state otherwise, a
corporation can take action with respect to a matter if written consents are
executed by those stockholders owning that number of shares that would be
required to take the same action at a meeting of

stockholders at which all stockholders were present. The Delaware Charter,
however, provides that no action may be taken by written consent without a
meeting of the stockholders. Under the Maryland Code, stockholder action may be
taken without a meeting only if all stockholders entitled to vote on the matter
consent in writing to the action proposed to be taken.

Advance Notice Provisions
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The Delaware Bylaws contain no advance notice provisions requiring
advance notice of nominations of persons for election to the board of directors
or proposals of business to be conducted at an annual or special meeting. The
Maryland Bylaws, however, state that nominations of persons for election to the
board of directors and the proposal of business at an annual meeting of
stockholders may only be made (i) pursuant to the corporation's notice of
meeting; (ii) by or at the direction of the corporation's board of directors; or
(iii) by a stockholder entitled to vote at the meeting who complies with the
advance notice requirements of the Maryland Bylaws.

Pursuant to the Maryland Bylaws, a stockholder seeking to nominate
persons for election to the board of directors or propose other business to be
conducted at an annual meeting of stockholders or to nominate persons for
election of directors at any special meeting of stockholders called for the
purpose of electing directors must provide the required notice to the Secretary
of Monmouth Maryland (i) in the case of an annual meeting, generally not less
than 90 days nor more than 120 days prior to the first anniversary of the
mailing of the notice for the preceding year's annual meeting and (ii) in the
case of a special meeting for the purpose of electing directors, not earlier
than the 120th day prior to such special meeting and not later than the later of
the 90th day prior to such special meeting or the 10th day following the day on
which public disclosure was made of the date of the special meeting. The notice
must contain (i) (a) in respect of proposed nominees for election to the board of
directors, all information required to be disclosed in connection with
solicitations of proxies pursuant to Regulation 14A of the Securities Exchange
Act of 1934 (the "Exchange Act") as to each proposed nominee and (b) in respect
of proposed other business at an annual meeting of stockholders, a description
of the proposed business and the reasons for conducting it at an annual meeting
and (ii) as to the stockholder providing the notice, (a) the stockholder's name
and address, class and number of shares; (b) in the case of a nomination for
election to the board, a description of all arrangements or understandings
between the stockholder and the proposed nominee; (c) in the case of proposed
other business, a description of arrangements or understandings between the
stockholder and any other persons in connection with the proposed other
business; (d) a representation that the stockholder intends to appear in person
at the meeting; and (e) any other information concerning the stockholder as
would be required to be included in a proxy statement pursuant to Regulation 14A
of the Exchange Act. In the case of a proposed nominee for election to the
board, such notice shall also be accompanied by a written consent of each
proposed nominee to be named as a nominee and to serve as a director if elected.
In addition, the stockholder providing such notice must be a stockholder of
record at the time notice is given, on the record date for determining
stockholders entitled to vote and on the meeting date.

These provisions should not be confused with the rules governing the
right of a stockholder to submit a proposal for inclusion in management's proxy
statement. Those rules

are set forth in the SEC's proxy rules and are applicable to all corporations
(including Monmouth Maryland), wherever organized, that are subject to the proxy
rules.

Size and Composition of the Board
Under the Delaware Code, the number of directors is fixed by, or in the

manner provided in, a corporation's bylaws unless its certificate of
incorporation fixes the number of directors, in which case any change in the

10
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number of directors must be made by amendment to the certificate. A corporation
must have at least one director. The Delaware Charter does not provide for a
specific number of directors. The Delaware Bylaws, however, state that the board
of directors must consist of at least three and not more than 15 members and
give the board the power to change the number of directors at any time within
these limits. The Monmouth Delaware board is currently comprised of 10
directors.

Under the Maryland Code, a corporation must have at least one director
at all times. Subject to this provision, a corporation's bylaws may alter the
number of directors and authorize a majority of the entire board of directors to
alter within specified limits the number of directors set by the corporation's
charter or bylaws. The Monmouth Maryland board is currently comprised of 10
directors. The Maryland Bylaws provide that Monmouth Maryland's board of
directors may alter the number of directors to a number not less than three or
more than 15. In addition to any requirements imposed by the Nasdag Stock Market
and the Securities and Exchange Commission, the Maryland Charter requires at
least three directors to be independent as defined by Section 3-802 of the
Maryland Code.

Classified Board of Directors

The Delaware Charter does not provide for a staggered board of
directors. The Maryland Charter, however, provides that the members of the board
of directors shall be divided, as evenly as possible, into three classes, with
approximately one-third of the directors elected by the stockholders annually.
Each director is to serve for a three year term or until his or her successor is
duly elected and has qualified. Consequently, members of the boards of directors
of Monmouth Maryland will serve staggered three-year terms.

Set forth below are the names of the directors of Monmouth Maryland and
the term of office for each of such persons. All such individuals presently
serve as directors of Monmouth Delaware. By voting in favor of the
Reincorporation, Monmouth Delaware's stockholders will be deemed to have
approved of such persons as directors of Monmouth Maryland without further
action and without changes in the classes or terms.

Name Term to Expire
Ernest V. Bencivenga 2004
Anna T. Chew 2006
Daniel D. Cronheim 2004
8
Matthew I. Hirsch 2005
Charles P. Kaempffer 2005
Eugene W. Landy 2006
Samuel A. Landy 2006
Cynthia J. Morgenstern 2005
John R. Sampson 2004
Peter J. Weidhorn 2006

Cumulative Voting
Both the Delaware Code and the Maryland Code permit a corporation to
provide for cumulative voting in its charter. Neither the Delaware Charter nor

the Maryland Charter provides for cumulative voting.

Removal of Directors

11
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The Delaware Charter provides that directors may be removed only for
cause by a vote of the majority of the outstanding Shares then entitled to vote
generally in the election of directors. The Maryland Charter provides that
directors may be removed only for cause by a vote of at least two-thirds of the
votes entitled to be cast generally in the election of directors.

Filling Vacancies

Under the Delaware Charter, vacancies on the board of directors are
filled by the remaining directors. The Delaware Code also provides that in cases
where a director is elected by the board of directors, rather than the
stockholders, in order to fill a vacancy on the board, the newly elected
director will serve until the term of that directorship normally expires. Under
the Maryland Charter, vacancies on the board of directors are filled by the
remaining directors and the newly elected director serves until the term of that
directorship normally expires.

Standard of Conduct for Directors

The standards of conduct for directors of a Delaware corporation have
developed through written opinions of the Delaware courts in cases decided by
them. Generally, directors of Delaware corporations are subject to a duty of
loyalty, a duty of care and a duty of candor to the stockholders. The duty of
loyalty requires directors to refrain from self-dealing. According to the
Delaware Supreme Court, the duty of care requires "directors ... in managing the
corporate affairs ... to use that amount of care which ordinarily careful and
prudent men would use in similar circumstances" and the duty of candor requires
directors "to disclose fully and fairly all material information within the
board's control when it seeks stockholder action."

Under Maryland law, the standard of conduct for directors is set forth
in Section 2-405.1(a) of the Maryland Code, which requires a director of a
Maryland corporation to perform his or her duties in "good faith" in a manner
that he or she "reasonably believes to be in the best interests of the
corporation" and with the care of an "ordinarily prudent person in a like
position under similar circumstances."

Limitation of Personal Liability of Directors and Officers

Both the Delaware Code and Maryland Code permit the governing documents
of a corporation to contain provisions limiting personal liability of directors
to the corporation or its stockholders for money damages. In addition, the
Maryland Code permits the charter to limit officers' personal liability as well.
The Delaware Code does not permit limitation of officers' personal liability.

The Delaware Charter limits the personal liability of each director to
the fullest extent permitted by Delaware law except that, as required by the
Delaware Code, liability of directors is not limited (i) for any breach of a
director's duty of loyalty to Monmouth Delaware or its stockholders; (ii) for
acts or omissions not in good faith or which involve intentional misconduct or
knowing violation of law; (iii) under Title 8, Section 174 of the Delaware Code
(dealing with willful or negligent violation of certain statutory provisions
concerning dividends and stock purchases or redemptions); and (iv) for any
transaction from which the director derived an improper personal benefit.
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The Maryland Charter also contains provisions which limit the personal
liability of directors to the fullest extent permitted by Maryland law. In
addition, as permitted by Maryland law, the Maryland Charter also limits the
personal liability of officers to the same extent as that afforded directors.
The Maryland Code, however, does not permit limitation of personal liability of
directors or officers (i) for the amount of any improper benefit they actually
receive or (ii) to the extent active and deliberate dishonesty on the part of
the director or officer is established by a final judgment as being material to
such cause of action.

Indemnification of Directors and Officers

The Delaware Code and the Maryland Code each specify certain
circumstances when a corporation must, and other circumstances when it may,
indemnify its officers, directors, employees and agents against legal expenses
and liabilities.

The Delaware Code provides that a corporation may indemnify any person
made a party or threatened to be made a party to any type of proceeding, other
than an action by or in the right of the corporation, because he or she is or
was an officer, director, employee or agent of the corporation or was serving at
the request of the corporation as a director, officer, employee or agent of the
corporation or was serving at the request of the corporation as a director,
officer, employee or agent of another corporation or entity, against expenses,
judgments, fines and amounts paid in settlement actually and reasonably incurred
in connection with such proceeding: (i) if he or she acted in good faith and in
a manner he or she reasonably believed to be in or not opposed to the best
interests of the corporation; and (ii) in the case of a criminal proceeding he
or she had no reasonable cause to believe that his or her conduct was unlawful.

10

A Delaware corporation may indemnify any person made a party or
threatened to be made a party to any threatened, pending or completed action or
suit brought by or in the right of the corporation because he or she is or was
an officer, director, employee or agent of the corporation, or is or was serving
at the request of the corporation as a director, officer, employee or agent of
another corporation or other entity, against expenses actually and reasonably
incurred in connection with such action or suit (i) if he or she acted in good
faith and (ii) in a manner he or she reasonably believed to be in or not opposed
to the best interests of the corporation, except that no indemnification shall
be made if the person is found liable to the corporation unless, in such a case,
the court determines the person is entitled to such indemnification.

A Delaware corporation is required to indemnify a director or officer
who successfully defends himself or herself in a proceeding to which he or she
was a party by reason of the person's service in that capacity against expenses
actually and reasonably incurred by him or her. Expenses incurred by an officer
or director, or other employee or agent, as deemed appropriate by the board of
directors, in defending a civil or criminal proceeding may be paid by the
corporation in advance of the final disposition of such proceeding upon receipt
of an undertaking by or on behalf of such director or officer to repay such
amount if it is ultimately determined that he or she is not entitled to be
indemnified by the corporation.

As a condition to advancing expenses to a director or officer who is a
party to a proceeding, Delaware law requires Monmouth Delaware to obtain an
undertaking by or on behalf of such director or officer to repay such amount if
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it is ultimately determined that such person is not entitled to indemnification.

The Delaware Bylaws provide that each director, officer, employee and
agent of Monmouth Delaware shall be indemnified by Monmouth Delaware if such
person acted in good faith and in a manner he or she reasonably believed to be
in or not opposed to the best interests of Monmouth Delaware, and, with respect
to any criminal proceeding, had no reasonable cause to believe that his or her
conduct was unlawful. The Delaware Bylaws also provide that Monmouth Delaware
may maintain insurance to protect itself and any director, officer, employee or
agent against expense, liability or loss, whether or not Monmouth Delaware would
have the power to indemnify such person against such expense, liability or loss
under the Delaware Bylaws.

The Maryland Code requires a corporation, unless its charter provides
otherwise, which the Maryland Charter does not, to indemnify a director or
officer who has been successful, on the merits or otherwise, in the defense of
any proceeding to which the person is made a party by reason of his or her
service in that capacity. The Maryland Code permits a corporation to indemnify
its present and former directors and officers, among others, in connection with
any proceeding to which they may be made a party by reason of their service in
those or other capacities unless it is established that: (i) the act or omission
of the director or officer was material to the matter giving rise to the
proceeding and was committed in bad faith or was the result of active and
deliberate dishonesty; (ii) the director or officer actually received an
improper personal benefit in money, property or services; or (iii) in the case
of any criminal proceeding, the director or officer had reasonable cause to
believe that the act or omission was unlawful.
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The indemnity may cover judgments, penalties, fines, settlements and
reasonable expenses actually incurred by the director or officer in connection
with the proceeding; provided, however, that if the proceeding is one by or in
the right of the Maryland corporation, indemnification is not permitted with
respect to any proceeding in which the director or officer has been adjudged to
be liable to the corporation. In addition, a director or officer of a Maryland
corporation may not be indemnified with respect to any proceeding charging
improper personal benefit to the director or officer in which the director or
officer was adjudged to be liable on the basis that personal benefit was
improperly received. The termination of any proceeding by conviction or upon a
plea of nolo contendere or its equivalent or an entry of an order of probation
prior to judgment creates a rebuttable presumption that the director or officer
did not meet the requisite standard of conduct required for permitted
indemnification. The termination of any proceeding by judgment, order or
settlement, however, does not create a presumption that the director or officer
did not meet the requisite standard of conduct for permitted indemnification.

As a condition to advancing expenses to a director or officer who is a
party to a proceeding, Maryland law requires Monmouth Maryland to obtain a
written affirmation from the director or officer of his or her good faith belief
that he or she has met the standard of conduct necessary for indemnification by
Monmouth Maryland and a written statement by or on his or her behalf to repay
the amount paid or reimbursed by Monmouth Maryland if it is ultimately
determined that the standard of conduct was not met.

The Maryland Charter provides that, to the fullest extent permitted by
Maryland law, Monmouth Maryland will indemnify and advance expenses to a
director or officer of Monmouth Maryland. The Maryland Charter also provides
that Monmouth Maryland may indemnify other employees and agents to the extent
authorized by Monmouth Maryland's board of directors or the Maryland Bylaws. The
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Maryland Bylaws do not authorize any such indemnification for non-director,
non-officer employees or agents. The Maryland Bylaws also provide that Monmouth
Maryland may maintain insurance to protect any director or officer against
expense, liability or loss, whether or not Monmouth Maryland would have the
power to indemnify such person against such expense, liability or loss under the
Maryland Bylaws.

Dividends

Both the Delaware Code and the Maryland Code provide that a corporation
may pa