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FILED PURSUANT TO RULE 424(b)(5)
REGISTRATION NO. 333-41123

PROSPECTUS SUPPLEMENT
(TO PROSPECTUS DATED JANUARY 15, 1998)

[LOGO OF PUBLIC STORAGE(R)]

904,710 SHARES

PUBLIC STORAGE, INC.

COMMON STOCK

All of the 904,710 shares of Common Stock offeretehy are being sold by Public Storage, Inc. (Betipany”). The Common Stock is
traded on the New York Stock Exchange (the "NYSEiger the symbol "PSA." On February 12, 1998, thsikg price of the Common
Stock on the NYSE was $32.50 per share.

PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER THE MATTERS DISCUSSED UNDER

"RISK FACTORS" BEGINNING ON PAGE 4 IN THE ACCOMPANY ING PROSPECTUS.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION, NOR HAS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OF FENSE.

The Underwriter has agreed to purchase the shaf@smmon Stock from the Company at a price of $88.8er share, resulting in aggregate
proceeds to the Company of $27,932,921.25 beformeat of expenses by the Company estimated at $30sibject to the terms and
conditions of the Underwriting Agreement. The Undgter intends to deposit the shares of CommoniStath the trustee of The Equity
Focus Trusts--REIT Portfolio Series, 1988the "Trust") in exchange for units in the Trustall of the shares of Common Stock so depos
with the trustee of the Trust are valued at themggl closing price on February 12, 1998, the agageeunderwriting commissions would be
$1,470,153.75. See "Underwriting."

The shares of Common Stock are being offered bytiderwriter named herein, subject to prior saleemy as and if accepted by it and
subject to certain conditions. It is expected theivery of the shares of Common Stock will be mader about February 18, 1998 at the
office of Smith Barney Inc., 333 West 34th Stréétw York, New York 10001.

SALOMON SMITH BARNEY

February 12, 199



THE OFFERING

Comon Stock Offered by the Conpany.......... 904, 710 shares

Common Stock to be Qutstanding After the

O fering. ... ..o 111, 695, 611 shares(1)

Listing. ... NYSE and Paci fic Exchange ("PCX")
NYSE and PCX Synmbol . ........... ... ... ........ PSA

(1)Excludes 1,652,904 shares subject to optiongwiig Company's stock option plans and approxigna@®560,000 shares that are issuable
upon conversion or redemption of convertible sei@sriof the Company.

USE OF PROCEEDS

The net proceeds to the Company from the saleeo$lilares of Common Stock offered hereby are estthattapproximately $27,882,921.25.
The Company intends to use the net proceeds franotfering, together with available cash, bankrbaings and/or the net proceeds of any
future issuances of common or preferred stock,d&ennvestments in real estate, primarily mini-etauses, including mortgage loans and
interests in real estate partnerships, and to rad&#&ional investments in Public Storage Pickup @&liZery, Inc. ("PSPUD"). Through its
ownership of PS Orangeco, Inc., the Company owhstaatially all of the economic interests in PSPWuMich is engaged in the portable
self-storage business. See the Company's QuaReggrt on Form 10-Q for the quarter ended Septe@®et997, which is incorporated by
reference herein.

Pending investment in real estate assets, theroe¢@ds of this offering will be deposited in irtstrbearing accounts or invested in
certificates of deposit, United States governmdtigations or other short-term, high- quality deigtruments selected at the discretion of the
officers of the Company.

CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The administration's budget proposal announcedetinuary 2, 1998 includes a proposal to amend tH& R&set tests with respect to non-
qualified REIT subsidiaries, such as PS Orangeun,The proposal would require a REIT to own noertban 10% of the vote or value of
the outstanding stock of any non- qualified REIBsidiary. Existing non-qualified REIT subsidiariesuld be grandfathered, and therefore
subject to the existing 5% asset test and 10% gatiturities test (see "Certain Federal Incomedansiderations"” in the accompanying
Prospectus), except that such grandfathered statulsl terminate if the non-qualified REIT subsigi@ngaged in a new trade or business or
acquired substantial new assets on or after tieetdfé date of the proposal. As a result, if thgdiation were enacted and PS Orangeco, Inc.
were to commence new trade or business activitiesquire substantial new assets after the effectate of the proposal, PS Orangeco, Inc.
would lose its grandfathered status and the Companyd be subject to the new 10% of the vote ou@dimitation with respect to its
ownership of PS Orangeco, Inc. (which the Compamgsdot now satisfy). Accordingly, the proposaérificted, could materially impede the
Company's ability to expand the business activiifeBS Orangeco, Inc. and to engage in other éietivihrough non- qualified REIT
subsidiaries without jeopardizing the Company's R&htus. This would limit the Company's abilityderive economic benefit from
engaging in activities which were related to therpany's businesses, but which were not qualifietTRiEtivities.

S-2



UNDERWRITING

Under the terms and subject to the conditionsath fn the Underwriting Agreement, dated the daeeof, by and between the Company
Smith Barney Inc. (the "Underwriter"), the Undenerihas agreed to purchase from the Company, &n@dmpany has agreed to sell to the
Underwriter, the 904,710 shares of Common Stoodreff hereby at a price of $30.875 per share.

The Underwriting Agreement provides that the olilmaof the Underwriter to pay for and accept defivof the Common Stock is subject to
approval of certain legal matters by counsel ancettain other conditions. The Underwriter is oatig to take and pay for all shares of
Common Stock offered hereby if any such sharesasen.

The Underwriter intends to deposit the shares thightrustee of The Equity Focus Trust -- REIT Ruidf Series, 1998-A (the "Trust"), a
registered unit investment trust under the Investm@®mpany Act of 1940, as amended, to which SBiiney Inc. acts as sponsor and
depositor, in exchange for units in the Trust. Umelerwriter is an affiliate of the Trust.

The Company and the Underwriter have agreed taninifg each other against certain liabilities, irdihg liabilities under the Securities Act
of 1933, as amended.

LEGAL OPINIONS

Certain legal matters relating to the Common Steitkbe passed upon for the Company by David Goldgbsenior vicepresident and gene
counsel of the Company, and for the UnderwriteBkgdden, Arps, Slate, Meagher & Flom LLP, Los ArgelCalifornia. Hogan & Hartson
L.L.P., Washington, D.C., has delivered an opirasrto the status of the Company as a REIT. Seddi@dtederal Income Tax
Considerations" in the accompanying Prospectus @dtdberg owns 87,865 shares of Common Stock, 1sG@ées of preferred stock, and
has options to acquire an additional 150,834 shafr€®mmon Stock. Skadden, Arps, Slate, Meagheta#nH_LP has from time to time
represented the Company on unrelated matters.
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PROSPECTUS
PUBLIC STORAGE, INC.

PREFERRED STOCK
DEPOSITARY SHARES
EQUITY STOCK
COMMON STOCK
WARRANTS

Public Storage, Inc. (the "Company") may from titndime offer in one or more series (i) sharesrefgrred stock, par value $.01 per share
(the "Preferred Stock"), and depositary shares"{flepositary Shares") representing a fractionariedt in a share of Preferred Stock, (ii)
shares of equity stock, par value $.01 per shhee"E&quity Stock"), (iii) shares of common stockr palue $.10 per share (the "Common
Stock"), or (iv) warrants to purchase Preferrectt&quity Stock or Common Stock (the "Warrants/ith an aggregate public offering price
of up to $700,000,000 on terms to be determingdeatime of offering. The Preferred Stock, Depagitahares, Equity Stock, Common St
and Warrants (collectively, the "Securities") ma&ydifered, separately or together (in any combamgtias separate series, in amounts, at
prices and on terms to be set forth in a suppleitoetitis Prospectus (a "Prospectus Supplement").

The specific terms of the Securities in respeastioith this Prospectus is being delivered will befegth in the applicable Prospectus
Supplement and will include, where applicableir(i}he case of Preferred Stock and Depositary Sh#re specific title and stated value, any
dividend, liquidation, redemption, conversion, wgtiand other rights, the offering price and wheiepositary Shares will be offered, and if
so, the fraction of a share of Preferred Stockesgmted by a Depositary Share; (ii) in the cadeqofty Stock, the specific title, any dividend,
liquidation, redemption conversion, voting and ottights and the offering price; (iii) in the caseCommon Stock, the offering price; and
(iv) in the case of Warrants, the duration, offgrprice, exercise price and detachability.

The applicable Prospectus Supplement will alsoainribformation, where applicable, about any ligtan a securities exchange of the
Securities covered by such Prospectus Supplement.

The Securities may be offered directly, throughrégjelesignated from time to time by the Companyoar through underwriters or dealers.
If any agents or underwriters are involved in thke ©f any of the Securities, their names, andagpficable purchase price, fee, commission
or discount arrangement between or among thembpwitiet forth, or will be calculable from the infation set forth, in the applicable
Prospectus Supplement. See "Plan of Distributibie.'Securities may be sold without delivery of tipplecable Prospectus Supplement
describing the method and terms of the offeringuath series of Securities.

PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER THE MATTERS DISCUSSED UNDER

"RISK FACTORS" BEGINNING ON PAGE 4 IN THE PROSPECTU S.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR H AS THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OF FENSE.

January 15, 199



AVAILABLE INFORMATION

The Company is subject to the informational requiats of the Securities Exchange Act of 1934, asmaled (the "Exchange Act"), and, in
accordance therewith, files reports and other mfdion with the Securities and Exchange Commisgios"Commission™). Reports, proxy
statements and other information filed by the Comypaith the Commission can be inspected and cogi¢lde public reference facilities
maintained by the Commission in Washington, D.Gl ainthe Regional Offices of the Commission at 7M/drade Center, 13th Floor, New
York, New York 10048; and Citicorp Center, Suit®d@4500 West Madison Street, Chicago, lllinois B068Bopies of such material can be
obtained at prescribed rates from the Public Rafer&ection of the Commission at 450 Fifth Stidéty., Washington, D.C. 20549 or by
accessing the Commission's World Wide Web sitdtpt/lwww.sec.gov. Such material can also be intgukat the New York Stock Exchar
("NYSE"), 20 Broad Street, New York, New York 100858d the Pacific Exchange, 301 Pine Street, Samckeo, California 94104.

The Company has filed with the Commission a regfigtn statement on Form S-3 (herein, together alltamendments and exhibits, referred
to as the "Registration Statement") under the $tesiAct of 1933, as amended (the "Securities Adthis Prospectus does not contain all
information set forth in the Registration Statementtain parts of which are omitted in accordanith the rules and regulations of the
Commission. For further information, referenceésdby made to the Registration Statement.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The following documents, filed by the Company wiile Commission pursuant to Section 13 of the Exglakct (File No. 1-8389), are
incorporated herein by reference: (i) the Annugbéteon Form 10-K for the year ended December 9961as amended by a Form 10-K/A
dated April 30, 1997, (ii) the Quarterly Reportskorm 10-Q for the quarters ended March 31, 1997e B0, 1997 and September 30, 1997
and (i) the Current Reports on Form 8-K dated éfat2, 1997, August 25, 1997 and November 17, B@ithe Current Report on Form 8-
K, as amended by a Form 8-K/A, each dated Decef@vhet997.

All documents filed by the Company pursuant to Bect3(a), 13(c), 14 or 15(d) of the Exchange Adisequent to the date of this
Prospectus and prior to the termination of theroffpof the Securities shall be deemed to be inm@ted by reference in this Prospectus.

Any statement contained herein or in a documentrparated or deemed to be incorporated by refereacan shall be deemed to be
modified or superseded for purposes of this Prdgpdo the extent that a statement contained héoeiim the applicable Prospectus
Supplement) or in any other subsequently filed doent which also is or is deemed to be incorporbtereference herein modifies or
supersedes such statement. Any such statementdibedar superseded shall not be deemed, exceg asodified or superseded, to
constitute a part of this Prospectus.

Copies of all documents which are incorporatedihdrg reference (not including the exhibits to sdcituments, unless such exhibits are
specifically incorporated by reference in such infation), will be provided without charge to anygmn, including any beneficial owner, to
whom this Prospectus is delivered, upon writteruesty Requests for such copies should be direotbt/éstor Services Department, Public
Storage, Inc., 701 Western Avenue, Glendale, Gal#1201-2397.
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THE COMPANY

The Company is a fully integrated, self-administieaed self-managed real estate investment trugl{"R that acquires, develops, owns and
operates self-service facilities offering spacegfersonal and business use ("mini- warehouses®.Cdmpany is the largest owner and
operator of miniwarehouses in the United States with equity inter@krough direct ownership, as well as generdllanited partnership ar
capital stock interests), as of September 30, 1i@97,072 mini-warehouses located in 37 states.ddmpany also has a significant
ownership in American Office Park Properties, lacREIT that, as of September 30, 1997, had edutigyests in 42 commercial properties
located in ten states.

In 1996 Public Storage Pickup & Delivery, Inc. (FR3D") was organized as a separate affiliated caupmr to operate a portable self-storage
business that rents storage containers to custdorestorage in central warehouses and providede@ltransportation services. As of
September 30, 1997, PSPUD operated 43 facilitidSistates.

In a series of mergers among Public Storage Maneaggnmc. and its affiliates (collectively, "PSMJ'§ulminating in the November 16, 1995
merger of PSMI into the Company (the "Merger"), @@mpany became self-administered and self-managedjred substantially all of
PSMI's United States real estate interests andevesned "Public Storage, Inc."

The Company has elected to be taxed as a REIT dinednternal Revenue Code of 1986, as amendedCide"). To the extent that the
Company continues to qualify as a REIT, it will e taxed, with certain limited exceptions, onrnle¢income that is distributed currently to
its shareholders (the "Shareholders"). See "CeRaderal Income Tax Considerations." The Comparg/in@orporated in California in 198
its principal executive offices are located at Y@éstern Avenue, Glendale, California 91201-23%/tdtephone number is (818) 244-8080.
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RISK FACTORS

In evaluating the Securities, investors should mrshe following factors, in addition to other ttess set forth or incorporated in this
Prospectus (and in the applicable Prospectus Sugplg and the Registration Statement.

CONTROL AND INFLUENCE BY THE HUGHES FAMILY

At December 31, 1997, B. Wayne Hughes, the chietetive officer of the Company, and members ofduisily (collectively, the "Hughes
Family") beneficially owned approximately 35.4%tbé outstanding shares of Common Stock (approxign@84% upon conversion of the
Company's Class B common stock, par value $.18lmme (the "Class B Common Stock")). ConsequetityyHughes Family has the ability
to effectively control all matters submitted to@e of Shareholders, including the election of dives, amendment of the Company's restated
articles of incorporation (the "Articles of Incomadion"), dissolution and the approval of otheraatdinary transactions. In addition, this
concentration of ownership may have the effectadfiging or preventing a change in control of thenpany.

OWNERSHIP LIMITATIONS

Public shareholders are further limited in theitighto change control of the Company due to riestins in the Articles of Incorporation and
the Company's bylaws (the "Bylaws") on beneficiahership. Unless such limitations are waived byGeenpany's board of directors (the
"Board of Directors"), no Shareholder may own mitian (A) 2.0% of the outstanding shares of all camrstock of the Company or (B)
9.9% of the outstanding shares of any class oesefishares of preferred stock or equity stoadkefCompany. The Articles of Incorporation
and Bylaws provide, however, that no person shetlédemed to exceed the ownership limit solely bgoa of the beneficial ownership of
shares of any class of capital stock to the exttettsuch shares of capital stock were benefic@alimed by such person at the time of the
Merger, which includes the Common Stock owned leyHlaghes Family. The principal purpose of the foneg limitations is to assist in
preventing, to the extent practicable, a concaptraif ownership that might jeopardize the abitfythe Company to obtain the favorable tax
benefits afforded a qualified REIT. An incidentahsequence of such provisions is to make a changmntrol significantly more difficult (if
not impossible) even if it would be favorable te thterests of the public shareholders. Such pi@sswill prevent future takeover attempts
which the Board of Directors has not approved éfarmajority of the public shareholders deem ib#in their best interests or in which the
public shareholders may receive a premium for thieéires over the then market value. See "Desaripfi€ommon Stock and Class B
Common Stock--Ownership Limitations."

TAX RISKS

Increased Risk of Violation of Ownership Requiretsefor the Company to qualify as a REIT underGbde, no more than 50% in value of
its outstanding stock may be owned, directly orstarctively under the applicable attribution rutdshe Code, by five or fewer individuals
(as defined in the Code to include certain enjitieging the last half of a taxable year. Followthg Merger, the value of the outstanding
capital stock of the Company held by the Hughesilyawas estimated at approximately 45% and, asexddinber 31, 1997, has been redt
to approximately 30%. In order to assist the Comypammeeting these ownership restrictions, thecdet of Incorporation contain the
ownership limitations described under "DescriptidrfCommon Stock and Class B Common Stock--Ownersimijitations." However, even
with these ownership limitations, the Company catitll be in violation of the ownership restrict®if four individuals unrelated to the
Hughes Family were to own the maximum amount oftahptock permitted under the Articles of Incorgtoon. Therefore, to further assist
Company in meeting the ownership restrictions,Haghes Family entered into an agreement with tha@amy restricting the Hughes
Family's acquisition of additional shares of cdpstack of the Company and providing that if, ay éime, for any reason, more than 50% in
value of its outstanding capital stock otherwisaildidoe considered owned by five or fewer individya number of shares of Common Stock
owned by Wayne Hughes necessary to prevent sutdtivio will automatically and irrevocably be
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transferred to a designated charitable beneficiing. provisions in the Articles of Incorporationdathe agreement with Wayne Hughes are
modeled after certain arrangements that the Int®egenue Service (the "IRS") has ruled in priveteer rulings will preclude a REIT from
being considered to violate the ownership restmaiso long as such arrangements are enforceaalmatier of state law and the REIT seeks
to enforce them as and when necessary. There assurance, however, that the IRS might not setgke a different position with
respect to the Company (a private letter ruliniggglly binding only with respect to the taxpay@mthom it was issued) or contend that the
Company failed to enforce these various arrangesraamd, hence, there can be no assurance thatatiesgements will necessarily preserve
the Company's REIT status. No private letter ruliag been sought by the Company from the IRS wi#pect to the effect of these
arrangements.

Consequences of Failure to Qualify as a REIT. IRgrtaxable year that the Company fails to qual§aeREIT and certain relief provisions
not apply, the Company would be taxed at the regdgporate rates on all of its taxable income, tbeor not it makes any distributions to
its shareholders. Those taxes would reduce the minodeash available to the Company for distributio its shareholders or for reinvestm
As a result, failure of the Company to qualify digriany taxable year as a REIT could have a matadigrse effect upon the Company an
shareholders. Furthermore, unless certain rel@fipions apply, the Company would not be eligibelect REIT status again until the fifth
taxable year that begins after the first year foroly the Company fails to qualify.

Corporate Level Tax on Sale of Certain Built-in aissets. The Company generally will be subjeet tmrporate level tax if it disposes in a
taxable transaction of any of the assets acquirdlde Merger at any time during the 10-year pebiedinning at the time of the Merger (the
"Restriction Period"). This tax would be imposedta top regular corporate rate (currently 35%gffect at the time of the disposition on the
excess of (i) the lesser of (a) the fair markeugadt the time of the Merger of the assets dispotadd

(b) the selling price of such assets over (ii)@mmpany's adjusted basis at the time of the Mangeuch assets (such excess being referred tc
as the "Builtin Gain"). The Company currently does not intendipose in a taxable transaction of any mateodiqn of the assets acquir

in the Merger during the Restriction Period, birthcan be no assurance that one or more suchsiispe will not occur. See "Certain
Federal Income Tax Considerations--Tax Treatmetit@Merger--Built-in Gain Rules."

OPERATING RISKS

General Risks of Real Estate Ownership. The Comfsasybject to the risks generally incident to dhenership of real estate-related assets,
including lack of demand for rental spaces in alecchanges in general economic or local conditiohanges in supply of or demand for
similar or competing facilities in an area, the anpof environmental protection laws, changes iergst rates and availability of permanent
mortgage funds which may render the sale or fimanof a property difficult or unattractive and cas in tax, real estate and zoning laws.

Significant Competition Among Mini-Warehouses. Mo§the Company's properties are mini-warehousemyggtition in the market areas in
which the Company operates is significant and fffasted the occupancy levels, rental rates andatimgy expenses of certain of the
Company's properties. Competition may be acceléfayeany increase in availability of funds for istiment in real estate. Recent increas
development of mini-warehouses are expected tbduihtensify competition among mini-warehouse afms in certain market areas.

Risk of Environmental Liabilities. Under variougdferal, state and local laws, regulations and ordiaa (collectively, "Environmental
Laws"), an owner or operator of real estate intsremy be liable for the costs of cleaning up, al as certain damages resulting from, past
or present spills, disposals or other releasespétdous or toxic substances or wastes on, iroor & property. Certain Environmental Laws
impose such liability without regard to whether tdvener knew of, or was responsible for, the preseridchazardous or toxic substances or
wastes at or from a property. An owner or operafgeal estate or real estate interests also may
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be liable under certain Environmental Laws thatego\activities or operations at a property havidgease environmental effects, such as
discharges to air and water as well as handlingdéspbsal practices for solid and hazardous octaxdstes. In some cases, liability may not
be limited to the value of the property. The preseof such substances or wastes, or the failupegjeerly remediate any resulting
contamination, also may adversely affect the owrmroperator's ability to sell, lease or operetgioperty or to borrow using its property as
collateral.

The Company has conducted preliminary environmexgsessments of its properties (and intends toumbrsdich assessments in connection
with property acquisitions) to evaluate the envinemtal condition of, and potential environmentabiiities associated with, such properties.
Such assessments generally consist of an invastigait environmental conditions at the subject @ty (not including soil or groundwater
sampling or analysis), as well as a review of add information regarding the site and publiclgitable data regarding conditions at other
sites in the vicinity. In connection with theseartproperty assessments, the Company's operatimhiecent property acquisitions, the
Company has become aware that prior operationstivitges at certain facilities or from nearby Idices have or may have resulted in
contamination to the soil and/or groundwater ahdacilities. In this regard, certain such fac#gtiare or may be the subject of federal or state
environmental investigations or remedial actiortsee Company has obtained with respect to recentigitiqns, and intends to obtain with
respect to pending or future acquisitions, appeigprpurchase price adjustments, indemnificationssurance that it believes are sufficient to
cover any such potential liabilities. Although thean be no assurance, based on the recent prtin@nvironmental assessments, the
Company believes it has funds available to covgrliability from environmental contamination or patial contamination and the Company
is not aware of any environmental contaminatiortofacilities material to its overall businessfimancial condition.

Tenant Reinsurance. A corporation owned by the ldadgtamily continues to reinsure policies insuriggiast losses to goods stored by
tenants in the minivarehouses operated by the Company. The Compaigyéelthat the availability of insurance reducsgitential liability
to tenants for losses to their goods from theflestruction. This corporation will continue to reeethe premiums and bear the risks
associated with the insurance. The Company haghaaf first refusal to acquire the stock or asséthis corporation if the Hughes Family
the corporation agree to sell them, but the Comeasyno interest in its operations and no rigladguire the stock or assets of the
corporation in the absence of a decision to dethd reinsurance business were owned directiihbydompany, the insurance premiums
would be nonqualifying income to the Company. Tleenpany would be precluded from exercising its rigifirst refusal with respect to the
stock of the reinsurance corporation if such esergiould cause the Company to violate any of thairements for qualification as a REIT
under the Code.

Canadian Operations. The Hughes Family continuesvioand operate mini- warehouses in Canada. Thep@oy has a right of first refusal
to acquire the stock or assets of the corporatigaged in these operations if the Hughes Famith@corporation agree to sell them, but the
Company has no interest in its operations andgtd tb acquire the stock or assets in the abseree ecision to sell.

Merchandise and Portable Self Storage Companieainddst all of the Company's mini-warehouses, P&h@eco, Inc. ("Orangeco") offers
for sale to the general public, including mini-waoese tenants, a variety of items such as lock$ards to assist in the moving and storage
of goods. Because the revenues received from teesthese items would be nonqualifying incoméhte Company, the nonvoting preferred
stock of Orangeco (representing 95% of the eqistgwned by the Company. The voting common stocRmngeco (representing 5% of the
equity) is owned by the Hughes Family, which w#l &ble to control the operations of Orangeco bgaeaf their ownership of its voting
stock.

Public Storage Pickup & Delivery, Inc. ("PSPUD")svarganized in 1996 to operate a portable selbg®mbusiness. Because the revenues
from this business would be non-qualifying incomeite Company, the capital stock of PSPUD is owme®rangeco. In order to continue to
meet the requirements for qualification as a REHE,value of the nonvoting preferred stock of Omragheld by the Company (which
includes the value



of Orangeco's interest in PSPUD) may not exceedbiie value of the Company's total assets. Thigyabf PSPUD to operate profitably
depends upon its success in the relatively new fiéportable self-storage, and there can be naraisse as to its profitability. As a start-up
enterprise, PSPUD incurred operating losses fonithe months ended September 30, 1997 of $21,185,00

Liabilities with Respect to Acquired General Partinterests. Upon succeeding to substantially falhe properties and operations of PSMI in
the Merger, there may be certain liabilities ansbagted costs suffered by the Company in its éggpas general partner of former PSMI
limited partnerships arising out of facts and anstiances in existence prior to the Merger, andCtrapany will also have general partner
liability for post- Merger activities of these pagtships, as it does for other partnerships ashiohwit is a general partner. Subject to certain
limitations, Hughes has agreed to indemnify the Gany for pre-Merger activities and the Class B CamiBtock has been placed in escrow
to support such indemnification.

FINANCING RISKS

Dilution and Subordination. The interest of Shatdars, including persons who acquire Securitighig offering, can be diluted through the
issuance of additional securities.

Since October 1992 the Company has issued shaRrefafired Stock and intends to issue additionzth shares. These issuances could
involve certain risks to holders of shares of Comrtock. In the event of a liquidation of the Compahe holders of the Preferred Stock
outstanding at September 30, 1997 will be entittedbceive, before any distribution of assets tioldéas of Common Stock, liquidating
distributions (an aggregate of approximately $928ilfion in respect of Preferred Stock issued tteylgplus any accrued and unpaid
dividends. Holders of Preferred Stock are entittececeive, when declared by the Board of Directoash dividends (an aggregate of
approximately $81.0 million per year in respecPoéferred Stock outstanding at September 30, 1@9pfeference to holders of Common
Stock. As a REIT, the Company must distribute sd5hareholders (which include not only holders ofnf@on Stock but also holders of
Preferred Stock) for each taxable year at least 8686 annual taxable income. Failure to pay fliWidends on the Preferred Stock could
jeopardize the Company's qualification as a REBe Pescription of Preferred Stock" and "Certaidétal Income Tax Consideratic--Tax
Treatment of the Company."

Risk of Leverage. In making real estate investmehesCompany has incurred and may continue tarimclebtedness to the extent believed
appropriate. The incurrence of indebtedness inesstie risk of loss of the investment.

SHARES ELIGIBLE FOR FUTURE SALE

Future sales of substantial amounts of Common Stottke public market could adversely affect prémgimarket prices. At December 31,
1997, the Company had approximately 105.1 millioares of Common Stock and seven million sharedass®B Common Stock
outstanding. Of these shares, approximately 69liBmshares of Common Stock are tradeable withestriction (except those applicable to
affiliates of the Company) or further registratiomder the Securities Act. The remaining approxihgeg@6.8 million shares of Common Stock
and seven million shares of Class B Common Stodk wésued in the Merger without registration urither Securities Act in reliance on an
exemption from registration and are "restrictecusiéies” within the meaning of Rule 144 adopted emithe Act (the "Restricted Shares").
beneficial owners of 15.5 million of the Restrictedares (including all of the Class B Common Sttage agreed not to offer, sell or
otherwise dispose (except for gifts and pledgesingfof their shares until November 13, 1998, en¢hse of the Common Stock, or until
November 13, 2002, in the case of the Class B Cam&tock. Upon expiration of such periods, each léllentitled to sell his or her share
the public market subject to certain public infotima, volume and manner of sale requirements ireRdl. The remaining approximately
27.3 million Restricted Shares are available fée sathe public market pursuant to Rule 144, stiije the foregoing requirements. Sales of
substantial amounts of such Common Stock in thdigpuoiarket could adversely affect the market poé¢éhe Common Stock.
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USE OF PROCEEDS

Unless otherwise described in the applicable PaispeSupplement, the Company intends to use thproeteds from the sale of the
Securities for general corporate purposes, priméwimake investments in mini-warehouses, includimagtgage loans and interests in real
estate partnerships, to make additional investma®SPUD, and to repay outstanding bank borrowimgter the Company's credit facility.

RATIO OF EARNINGS TO FIXED CHARGES

The ratio of earnings to combined fixed chargesederred stock dividends is computed by dividiagnings by the sum of fixed charges
and preferred stock dividends. Earnings consisteebincome before minority interest in incomeslos early extinguishment of debt and
gain on disposition of real estate plus fixed ckarfther than preferred stock dividends) lesptron of minority interest in income which
does not contribute to fixed charges.

FOR THE NI NE
MONTHS ENDED FOR THE YEAR ENDED
SEPTEMBER 30, DECEMBER 31,

1997 1996 1996 1995 1994 1993 1992

Rati o of earnings to conbined fixed
charges and preferred stock
dividends......................... 1.86 2.03 2.07 2.04 2.22 2.40 2.89

DESCRIPTION OF COMMON STOCK AND CLASS B COMMON STOC K

The Company is authorized to issue 200,000,00Cst&rCommon Stock and 7,000,000 shares of Cla@srBmon Stock. At December 31,
1997, the Company had outstanding 105,102,145 sledi@ommon Stock (exclusive of shares issuable @paversion of the Company's
convertible stock and shares subject to optiond)7a800,000 shares of Class B Common Stock.

COMMON STOCK

The following description of the Common Stock detsh certain general terms and provisions of then@on Stock to which any Prospectus
Supplement may relate, including a Prospectus Sapgt providing that Common Stock will be issualgen conversion of the Preferred
Stock or upon the exercise of the Warrants. Thestants below describing the Common Stock arel irespects subject to and qualified in
their entirety by reference to the applicable psmns of the Articles of Incorporation and the Camys Bylaws (the "Bylaws").

Holders of Common Stock will be entitled to recedireidends when, as and if declared by the Boar@icgctors, out of funds legally

available therefor. Payment and declaration ofdgimds on the Common Stock and purchases of shement by the Company will be

subject to certain restrictions if the Companysfadl pay dividends on outstanding preferred st8ele "Description of Preferred Stock." Upon
any liquidation, dissolution or winding up of the@pany, holders of Common Stock will be entitleglare equally and ratably in any assets
available for distribution to them, after paymenpeovision for payment of the debts and otherilitids of the Company and the preferential
amounts owing with respect to any outstanding prefestock. Holders of Common Stock have no premmpights, which means they have
no right to acquire any additional shares of Comi@totk that may be issued by the Company at a qubsédate.

Each outstanding share of Common Stock entitletidiger to one vote on all matters presented th sotders for a vote, with the exception
that they have cumulative voting rights with reggedhe election of the Board of Directors, in @aance with California law. Cumulative
voting means that each holder of Common Stocktileshto cast as many votes as there are diretddos elected multiplied by the number
of shares



registered in his or her name. A holder of CommtotiSmay cumulate the votes for directors by castilh of the votes for one candidate or
by distributing the votes among as many candidatdse or she chooses. The outstanding shares ah@oi8tock are, and additional shares
of Common Stock will be, when issued, fully paidlalonassessable.

OWNERSHIP LIMITATIONS

For the Company to qualify as a REIT under the Cademore than 50% in value of its outstanding ebaif capital stock may be owned,
directly or constructively under the applicableibtttion rules of the Code, by five or fewer indiuals (as defined in the Code to include
certain entities) during the last half of a taxajar. In order to maintain its qualification aR&IT, the Articles of Incorporation and Bylaws
provide certain restrictions on the shares of eapibck that any Shareholder may own.

The Articles of Incorporation and Bylaws providathsubject to certain exceptions, no holder mayg,aw be deemed to own by virtue of the
attribution provisions of the Code, more than (4% of the outstanding shares of all Common StaqBp9.9% of the outstanding shares of
any class or series of shares of Preferred Sto&lqoity Stock. The Articles of Incorporation andl®ys provide, however, that no person
shall be deemed to exceed the ownership limit gdiglreason of the beneficial ownership of shafeeng class of capital stock to the extent
that such shares of capital stock were beneficalmed by such person (including the Hughes Faratlyhe time of the Merger. However, in
determining whether an acquisition of shares dfterMerger violates the Articles of IncorporatianBylaws, Shareholders will be subject to
these ownership limitations. This ownership limdatis necessary in order to assist in presentiegdompany's REIT status in view of the
Hughes Family's substantial ownership intereshanGompany. See "Risk Factors--Ownership Limitatiand "Certain Federal Income Tax
Considerations--Tax Treatment of the Company."

The Board of Directors, in its sole and absoluseition, may grant an exception to the ownershijid to any person so requesting, so long
as (A) the Board of Directors has determined thfr giving effect to (x) an acquisition by sudtrgon of beneficial ownership (within the
meaning of the Code) of the maximum amount of eapibck of the Company permitted as a result efetkception to be granted and (y)
assuming that the four other persons who woulddstdd as "individuals" for the purposes of Sectidd(a)(2) of the Code and who would
beneficially own the largest amounts of capitatktof the Company (determined by value) benefigialkn the maximum amount of capital
stock of the Company permitted under the ownerbimips (or any exceptions to the ownership limitamgted with respect to such persons),
the Company would not be "closely held" within theaning of

Section 856(h) of the Code and would not othenadieo qualify as a REIT, and (B) such person jdes to the Board of Directors such
representations and undertakings as the Boardret@is may require. Notwithstanding any of theefming ownership limits, no holder may
own or acquire, either directly, indirectly or ctnustively under the applicable attribution ruldglee Code, any shares of any class of the
Company's capital stock if such ownership or adtjors(i) would cause more than 50% in value of @@mpany's outstanding capital stoc
be owned, either directly or constructively, untter applicable attribution rules of the Code, wefor fewer individuals (as defined in the
Code to include certain tax-exempt entities, othan, in general, qualified domestic pension fun@g)would result in the Company's capital
stock being beneficially owned by less than 10Gpes (determined without reference to any rulestobution), or (i) would otherwise
result in the Company failing to qualify as a REIT.

The Articles of Incorporation and Bylaws providathf any holder of the Company's capital stockpputs to transfer shares to a person or
there is a change in the capital structure of thm@any or other event and either the transferchlamge in capital structure or such other
event would result in the Company failing to quahb a REIT, or such transfer, the change in dagtitacture or such other event would ce

the transferee to hold shares in excess of thacaybe ownership limit, then the stock being transfd (or in the case of an event other than a
transfer, the stock beneficially owned) which wooddise one or more of the restrictions on ownershtpansfer to be violated shall be
automatically transferred to a trust for the benaffia designated charitable beneficiary. The pugabtransferee of such shares shall have no
right to receive dividends or other



distributions with respect to such shares and s$taalé no right to vote such shares. Any dividerdstioer distributions paid to such purpor
transferee prior to the discovery by the Compaay the shares have been transferred to a trugt®hphid to the trustee of the trust for the
benefit of the charitable beneficiary upon demadritk trustee of the trust will have all rights teidends with respect to shares of stock held
in trust, which rights will be exercised for theckisive benefit of the charitable beneficiary. Atiyidends or distributions paid over to the
trustee will be held in trust for the charitablanbficiary. Within 20 days of receiving notice frahle Company that shares of capital stock
have been transferred to the trust, the trustdéddsignate a transferee of such stock so lorgueb shares of stock would not violate the
restrictions on ownership or transfer in the Ag&bf Incorporation or Bylaws in the hands of sdekignated transferee. Upon the sale of
such shares, the purported transferee shall rett@viesser of (A)(i) the price per share such puga transferee paid for the stock in the
purported transfer that resulted in the transfahefshares to the trust, or (i) if the transfepther event that resulted in the transfer of the
shares of the trust was not a transaction in wthietpurported transferee gave full value for sudras, a price per share equal to the market
price on the date of the purported transfer orrogivent that resulted in the transfer of the shtrélke trust and (B) the price per share
received by the trustee from the sale or otherddision of the shares held in the trust.

In addition, the Company's Bylaws provide the Baafr®irectors with the power to prevent the transfieshares of capital stock or to rede
shares of capital stock if the Board of Directoesetimines in good faith that such action is neegdsepreserve the Company's REIT status.

CLASS B COMMON STOCK

The Class B Common Stock (i) does not participatdistributions on the Common Stock until the lateoccur of (x) funds from operations
("FFO™) per Common Share (as defined below) agdieg&1.80 during any period of four consecutiveendar quarters or (y) January 1,
2000; thereatfter, the Class B Common Stock wiltipgmate in distributions (other than liquidatingtibutions) at the rate of 97% of the per
share distributions on the Common Stock, provithed tumulative distributions of at least $.22 paarter (beginning with the 4th quarter of
1995) per share have been paid on the Common Stgakoes not participate in liquidating distribmns, (iii) is not entitled to vote (except as
expressly required by California law) and (iv) vélitomatically convert into Common Stock, on a stiar share basis, upon the later to o
of (A) FFO per Common Share aggregating $3.00 duaimy period of four consecutive calendar quaxte(®) January 1, 2003.

For these purposes:

1) FFO means net income (loss) (computed in acocswith GAAP) before

() gain (loss) on early extinguishment of deh, ffiinority interest in income and (iii) gain (Igssn disposition of real estate, adjusted as
follows: (i) plus depreciation and amortizationdluding the Company's pro-rata share of depreciaitd amortization of unconsolidated
equity interests and amortization of assets acdquir¢he Merger (including property management egrents and goodwill)), and (i) less
FFO attributable to minority interest. FFO is aglemental performance measure for equity REITsefimeld by the National Association of
Real Estate Investment Trusts, Inc. ("NAREIT"). T&REIT definition does not specifically address theatment of minority interest in the
determination of FFO or the treatment of the armatibn of property management agreements and gdotiwthe case of the Company, FFO
represents amounts attributable to Shareholdezs @étducting amounts attributable to the minoritgiests and before deductions for the
amortization of property management agreementgaadwill. FFO does not take into consideration sicthed principal payments on debt,
capital improvements, distributions and other ddtiigns of the Company. Accordingly, FFO is not bstitute for the Company's cash flow
net income as a measure of its liquidity or opagaperformance or ability to pay distributions.

2) FFO per Common Share means FFO less Preferoelf &ividends (other than dividends on convertjireferred stock) divided by the
outstanding weighted average shares of Common Sisikming conversion of all outstanding convertiigleurities and the Class B Comn
Stock.
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DESCRIPTION OF PREFERRED STOCK

The Company is authorized to issue 50,000,000 stidrereferred Stock. At December 31, 1997, the @om had outstanding 13,261,884
shares of Preferred Stock (of which 23,650 shafr@seaferred Stock are represented by 23,650,000sikapy shares). The Articles of
Incorporation provide that the Preferred Stock mayssued from time to time in one or more seriebgive the Board of Directors broad
authority to fix the dividend and distribution righ conversion and voting rights, if any, redempiiwovisions and liquidation preferences of
each series of Preferred Stock. Holders of PradéBteck have no preemptive rights. The outstandirages of Preferred Stock are, and
additional shares of Preferred Stock will be, wissned, fully paid and nonassessable.

The issuance of Preferred Stock with special vatigigts (or Common Stock) could be used to detengits by a single Shareholder or gr
of Shareholders to obtain control of the Companyansactions not approved by the Board of Direct®he Company has no intention to
issue the Preferred Stock (or Common Stock) foh surposes.

OUTSTANDING PREFERRED STOCK

At December 31, 1997, the Company had 11 seri€seférred Stock outstanding: ten series of semefieRred Stock (the "Senior Preferred
Stock™) and a series of convertible Preferred Stbckll respects, each of the series of Senidieled Stock ranks on a parity with all others
and is senior to the series of convertible Prete8®@ck. Each of the series of Senior PreferredkSiyp has a stated value of $25.00 per share
or depositary share, (ii) in preference to the brddf shares of the Common Stock and any othétatapock ranking junior to the Senior
Preferred Stock as to payment of dividends (incigdioth series of convertible Preferred Stock)yjoles for cumulative quarterly dividends
calculated as a percentage of the stated valugi@from 8% to 10% per year in the case of the sieries of fixed rate Senior Preferred
Stock and a rate adjustable quarterly ranging #8or% to 10.75% per year in the case of a seriegjostable rate Senior Preferred Stock)
and (iii) is subject to redemption, in whole ompart, at the option of the Company at a cash retlemprice of $25.00 per share or depositary
share, plus accrued and unpaid dividends (on aad&ine 30, 1999 in the case of the adjustal#eSanior Preferred Stock and on or after
various dates between December 31, 2000 and Apr2@05 in the case of the series of fixed ratad@dtreferred Stock).

In the event of any voluntary or involuntary ligatebn, dissolution or winding up of the Companye ttolders of each of the series of Senior
Preferred Stock will be entitled to receive outled Company's assets available for distributiosh@reholders, before any distribution of
assets is made to holders of Common Stock or drer ghares of capital stock ranking as to suchilgigions junior to the Senior Preferred
Stock (including both series of convertible PreddrStock), liquidating distributions in the amooh$25.00 per share or depositary share,
plus all accrued and unpaid dividends.

Except as expressly required by law and in cedd#tier limited circumstances, the holders of thei@dpreferred Stock are not entitled to
vote. The consent of holders of at least 66 2/3%h@®futstanding shares of the Senior Preferreck§and any other series of Preferred St
ranking on a parity therewith), voting as a singjBess, is required to authorize another class afeshsenior to such Preferred Stock.

The series of convertible Preferred Stock (i) hatated value of $25.00 per share, (i) in prefeecto the holders of shares of the Common
Stock and any other capital stock ranking juniothi® convertible Preferred Stock as to paymeniwflends, provides for cumulative
quarterly dividends at an annual rate of 8.25%hefdtated value thereof, (iii) is convertible & dption of the holder at any time into
Common Stock at a conversion price of 1.6835 shafr€&mmon Stock for each share of such converBbéderred Stock (subject to
adjustment in certain circumstances) and (iv) aftey 1, 1998, under certain circumstances, isaetdble for Common Stock at the option of
the Company, in whole or in part, at a redemptiooepof 1.6835 shares of Common Stock for eachesbfisuch convertible Preferred Stock
(subject to adjustment in certain circumstances).
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In the event of any voluntary or involuntary ligatébn, dissolution or winding up of the Companye tolders of the convertible Preferred
Stock will be entitled to receive out of the Comparassets available for distribution to sharehmsldeefore any distribution of assets is made
to holders of Common Stock or any other sharespital stock ranking as to such distributions jun@the convertible Preferred Stock,
liquidating distributions in the amount of $25.0€r ghare, plus all accrued and unpaid dividends.

Except as expressly required by law and in ced#tier limited circumstances, the holders of theveotible Preferred Stock are not entitlec
vote. The consent of holders of at least 66 2/3%h@®futstanding shares of one of the series ofartible Preferred Stock and at least 509
the outstanding shares of the other series ismedjto authorize another class of shares senitweteonvertible Preferred Stock and junior to
the Senior Preferred Stock.

OWNERSHIP LIMITATIONS

For a discussion of the ownership limitations tgaply to Preferred Stock, see "Description of Comr8tock and Class B Common Stock--
Ownership Limitations."

FUTURE SERIES OF PREFERRED STOCK

The following description of Preferred Stock setdH certain general terms and provisions of theféPred Stock to which any Prospectus
Supplement may relate. The statements below désgtibe Preferred Stock are in all respects sulbjeand qualified in their entirety by
reference to the applicable provisions of the Aeof Incorporation (including the applicable foofCertificate of Determination) and
Bylaws.

Reference is made to the Prospectus Supplemetiticeta the Preferred Stock offered thereby forc#ieterms, including, where applicable,
the following: (1) the title and stated value o€BWPreferred Stock; (2) the number of shares df 8ueferred Stock offered, the liquidation
preference per share and the offering price of Suefferred Stock; (3) the dividend rate(s), pespadfid/or payment date(s) or method(s) of
calculation thereof applicable to such PreferraatiSt(4) the date from which dividends on such &refd Stock shall accumulate, if
applicable; (5) the provision for a sinking funfdany, for such Preferred Stock; (6) the providionredemption, if applicable, of such
Preferred Stock; (7) any listing of such Prefer®¢dck on any securities exchange; (8) the termsanditions, if applicable, upon which st
Preferred Stock will be convertible into Commoncdcktancluding the conversion price (or manner d€gkation thereof); (9) the voting righ
if any, of such Preferred Stock; (10) any othercgfieterms, preferences, rights, limitations ostrections of such Preferred Stock; (11) the
relative ranking and preferences of such Prefestedk as to dividend rights and rights upon ligtima dissolution or winding up of the
affairs of the Company; and (12) any limitationsissuance of any series of Preferred Stock ranémgor to or on a parity with such serie:
Preferred Stock as to dividend rights and rightsnulpguidation, dissolution or winding up of thdafs of the Company.

Ranking. The ranking of the Preferred Stock idaeth in the applicable Prospectus Supplement. &nteherwise specified in the applicable
Prospectus Supplement, such Preferred Stock with, respect to dividend rights and rights uponiligtion, dissolution or winding up of the
affairs of the Company, rank (i) senior to the Camnmn$tock, any additional class of common stockamdseries of Preferred Stock expre
made junior to such Preferred Stock with respediv@end rights or rights upon liquidation, disstidn or winding up of the affairs of the
Company; (ii) on a parity with all Preferred Stquleviously issued by the Company the terms of whjmécifically provide that such
Preferred Stock rank on a parity with the Prefetatk offered hereby with respect to dividend tsgbr rights upon liquidation, dissolution
or winding up of the Company; and (iii) junior tih Breferred Stock previously issued by the Compieyterms of which specifically provi
that such Preferred Stock rank senior to the PedeBtock offered hereby with respect to divideigtits or rights upon liquidation,
dissolution or winding up of the Company.

Dividends. Holders of shares of the Preferred Stjakach series offered hereby shall be entitla@deive, when, as and if declared by the
Board of Directors, out of assets of the Compaggllg available for
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payment, cash dividends at such rates and on sueb ds will be set forth in the applicable Prosme8upplement. Each such dividend shall
be payable to holders of record as they appeanestbck transfer books of the Company on suchrdetates as shall be fixed by the Board
of Directors.

Dividends on any series of the Preferred Stockreffdnereby may be cumulative or non-cumulativgrasided in the applicable Prospectus
Supplement. Dividends, if cumulative, will be cusative from and after the date set forth in the mpple Prospectus Supplement. If the
Board of Directors fails to declare a dividend galgaon a dividend payment date on any series oPthérred Stock for which dividends are
noncumulative, then the holders of such serieh®@Preferred Stock will have no right to receivdivadend in respect of the dividend period
ending on such dividend payment date, and the Coynpdl have no obligation to pay the dividend aeed for such period, whether or not
dividends on such series are declared payable pfuture dividend payment date.

No dividends (other than in Common Stock or otlaital stock ranking junior to the Preferred Sto€lany series as to dividends and u
liquidation) shall be declared or paid or set asttgpayment, nor shall any other distribution leeldred or made upon the Common Stock, or
any other capital stock of the Company rankingguid or on a parity with the Preferred Stock aftsgeries as to dividends or upon
liquidation, nor shall any Common Stock or any ottepital stock of the Company ranking junior tooora parity with the Preferred Stock of
such series as to dividends or upon liquidationdoieemed, purchased or otherwise acquired for angideration (or any moneys be paid to
or made available for a sinking fund for the red&arpof any shares of any such stock) by the Comgaxcept by conversion into or
exchange for other capital stock of the Compankiranjunior to the Preferred Stock of such serigsoadividends and upon liquidation)
unless (i) if such series of Preferred Stock hegraulative dividend, full cumulative dividends dretPreferred Stock of such series have |
or contemporaneously are declared and paid or mheChnd a sum sufficient for the payment therebépart for payment for all past divide
periods and the then current dividend period aifdf §uch series of Preferred Stock does not lemeamulative dividend, full dividends on
Preferred Stock of such series have been or comtiemeously are declared and paid or declared andhasufficient for the payment thereof
set apart for payment for the then current divideadod.

Any dividend payment made on shares of a seri€@uafulative Preferred Stock offered hereby shadt tire credited against the earliest
accrued but unpaid dividend due with respect toeshaf such series which remains payable.

Redemption. If so provided in the applicable Prasype Supplement, the shares of Preferred Stoclkbwifubject to mandatory redemption or
redemption at the option of the Company, in whaolengart, in each case upon the terms, at thestiamel at the redemption prices set forth in
such Prospectus Supplement.

The Prospectus Supplement relating to a seriesadéiPed Stock offered hereby that is subject todtagory redemption will specify the
number of shares of such Preferred Stock that beakkdeemed by the Company in each year commeatfterga date to be specified, at a
redemption price per share to be specified, togetita an amount equal to all accrued and unpatitidinds thereon (which shall not, if such
Preferred Stock does not have a cumulative dividertude any accumulation in respect of unpaidddirds for prior dividend periods) to
the date of redemption. The redemption price magayable in cash, securities or other propertgpasified in the applicable Prospectus
Supplement.

Notwithstanding the foregoing, no shares of aniesesf Preferred Stock offered hereby shall beegtsal and the Company shall |

purchase or otherwise acquire directly or indiseatty shares of Preferred Stock of such seriess(#iy conversion into or exchange for
capital stock of the Company ranking junior to Breferred Stock of such series as to dividendsugiod liquidation) unless all outstanding
shares of Preferred Stock of such series are simetiusly redeemed unless, in each case, (i) if serobs of Preferred Stock has a cumulative
dividend, full cumulative dividends on the Prefer®tock of such series shall have been or conteampously are declared and paid or
declared and a sum sufficient for the payment thfeset apart for payment for all past dividend pési and the then current dividend period
and (ii) if such series of Preferred
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Stock does not have a cumulative dividend, fulldinds on the Preferred Stock of such series hega br contemporaneously are declared
and paid or declared and a sum sufficient for dngmpent thereof set apart for payment for the thereat dividend period; provided,
however, that the foregoing shall not prevent theclpase or acquisition of shares of Preferred Stdskich series pursuant to a purchase or
exchange offer made on the same terms to holdex# @fitstanding shares of Preferred Stock of ssrfes.

If fewer than all of the outstanding shares of Emefd Stock of any series offered hereby are t@teemed, the number of shares to be
redeemed will be determined by the Company and shates may be redeemed pro rata from the holfleesard of such shares in
proportion to the number of such shares held bi sitders (with adjustments to avoid redemptiofradtional shares) or any other equita
method determined by the Company.

Notice of redemption will be mailed at least 30 sldyt not more than 60 days before the redemptite td each holder of record of Prefer
Stock of any series to be redeemed at the addnesmson the stock transfer books of the CompanghEmtice shall state: (i) the redempt
date; (ii) the number of shares and series of théeRed Stock to be redeemed; (iii) the redemppioce; (iv) the place or places where
certificates for such Preferred Stock are to beesutered for payment of the redemption price; lfa} tividends on the shares to be redeemed
will cease to accrue on such redemption date; afthie date upon which the holder's conversiohtsgif any, as to such shares shall
terminate. If fewer than all the shares of Pref@@éock of any series are to be redeemed, theenwtidled to each such holder thereof shall
also specify the number of shares of Preferredk3tmbe redeemed from each such holder and, ugtemmgtion, a new certificate shall be
issued representing the unredeemed shares withsutacthe holder thereof. In order to facilitate tedemption of shares of Preferred Stock,
the Board of Directors may fix a record date far tfetermination of shares of Preferred Stock tredeemed, such record date to be not less
than 30 or more than 60 days prior to the datedffoe such redemption.

Notice having been given as provided above, frothafter the date specified therein as the dateddmption, unless the Company defa

in providing funds for the payment of the redemiptjimice on such date, all dividends on the Prefe8t@ck called for redemption will cease.
From and after the redemption date, unless the @ognpo defaults, all rights of the holders of thef@red Stock as shareholders of the
Company, except the right to receive the redempirioe (but without interest), will cease.

Subject to applicable law and the limitation onghases when dividends on Preferred Stock are éaarthe Company may, at any time and
from time to time, purchase any shares of PrefeBtedk in the open market, by tender or by priareement.

Liguidation Preference. Upon any voluntary or inwghry liquidation, dissolution or winding up oktlaffairs of the Company, then, before
any distribution or payment shall be made to thedrs of any Common Stock or any other class des@f capital stock of the Company
ranking junior to any series of the Preferred Stiocthe distribution of assets upon any liquidatidissolution or winding up of the Company,
the holders of such series of Preferred Stock sieadintitled to receive out of assets of the Compegally available for distribution to
stockholders liquidating distributions in the ambahthe liquidation preference per share (sethfantthe applicable Prospectus Supplement),
plus an amount equal to all dividends accrued anpéid thereon (which shall not include any accuman respect of unpaid dividends for
prior dividend periods if such Preferred Stock doeshave a cumulative dividend). After paymenthaf full amount of the liquidating
distributions to which they are entitled, the hatdef Preferred Stock will have no right or claionany of the remaining assets of the
Company. In the event that, upon any such volurgaigvoluntary liquidation, dissolution or windingp, the legally available assets of the
Company are insufficient to pay the amount of theitlating distributions on all outstanding shaoéany series of Preferred Stock and the
corresponding amounts payable on all shares of othsses or series of capital stock of the Companking on a parity with the Preferred
Stock in the distribution of assets upon liquidatidissolution or winding up, then the holderswits series of Preferred Stock and all other
such classes or series of capital stock shall giagably in any such distribution of assets in pmrtipn to the full liquidating distributions to
which they would otherwise be respectively entitled
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If liquidating distributions shall have been madédiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classesgries of capital stock ranking junior to suetiess of Preferred Stock upon liquidation,
dissolution or winding up, according to their respee rights and preferences and in each case diogoto their respective number of shares.
For such purposes, the consolidation or mergeneftompany with or into any other corporation,har $ale, lease, transfer or conveyance of
all or substantially all of the property or busises the Company, shall not be deemed to constitliguidation, dissolution or winding up of
the Company.

Voting Rights. Holders of the Preferred Stock aftéhereby will not have any voting rights, excepsat forth below or as otherwise
expressly required by law or as indicated in theliapble Prospectus Supplement.

If the equivalent of six quarterly dividends payabh any series of Preferred Stock are in defadiether or not declared or consecutive), the
holders of all such series of Preferred Stock,ngptis a single class with all other series of PrefieStock upon which similar voting rights
have been conferred and are exercisable, will bidezhto elect two additional directors until dividends in default have been paid or
declared and set apart for payment.

Such right to vote separately to elect directoedlstivhen vested, be subject, always, to the saimnegions for vesting of such right to elect
directors separately in the case of future dividéefhults. At any time when such right to elecediors separately shall have so vested, the
Company may, and upon the written request of thdens of record of not less than 20% of the totahber of preferred shares of the
Company then outstanding shall, call a special imgetf Shareholders for the election of directdnsthe case of such a written request, such
special meeting shall be held within 90 days &fierdelivery of such request and, in either castyeaplace and upon the notice provided by
law and in the Bylaws, provided that the Comparslisiot be required to call such a special meeifisgch request is received less than 120
days before the date fixed for the next ensuingiahmeeting of Shareholders, and the holders aflafises of outstanding preferred stock are
offered the opportunity to elect such directorsfilbany vacancy) at such annual meeting of shalddrs. Directors so elected shall serve |
the next annual meeting of Shareholders or urgil ttespective successors are elected and quijifyrior to the end of the term of any
director so elected, a vacancy in the office ohsdicector shall occur, during the continuance deéault by reason of death, resignation, or
disability, such vacancy shall be filled for theenpired term of such former director by the appuoient of a new director by the remaining
director or directors so elected.

The affirmative vote or consent of the holderstdéast a majority of the outstanding shares ohessries of Preferred Stock will be required
to amend or repeal any provision of or add any igion to, the Articles of Incorporation, includitizge Certificate of Determination, if such
action would materially and adversely alter or af@the rights, preferences or privileges of suctesef Preferred Stock.

No consent or approval of the holders of any serfidreferred Stock offered hereby will be requifedthe issuance from the Compar
authorized but unissued Preferred Stock of othareshof any series of Preferred Stock ranking pardy with or junior to such series of
Preferred Stock, or senior to a series of PrefeBtedk expressly made junior to other series ofdPred Stock as to payment of dividends and
distribution of assets, including other sharesuzhsseries of Preferred Stock.

The foregoing voting provisions will not apply &t or prior to the time when the act with respeathich such vote would otherwise be
required shall be effected, all outstanding shafessich series of Preferred Stock shall have bedeemed or called for redemption upon
proper notice and sufficient funds shall have besposited in trust to effect such redemption.

Conversion Rights. The terms and conditions, if,amon which shares of any series of PreferredkStéfered hereby are convertible into
Common Stock will be set forth in the applicabledfrectus Supplement relating thereto. Such terdhgnalude the number of shares of
Common Stock into which the Preferred Stock is eotille, the conversion price (or manner of caltaiathereof), the conversion period,
provisions as to whether conversion will be atdpgon of the Company or the holders of the Pref#®tock or automatically upon the
occurrence of certain events, the events requaingdjustment of the conversion price and provisgffecting conversion in the event of the
redemption of such Preferred Stock.
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DESCRIPTION OF THE DEPOSITARY SHARES

The Company may, at its option, elect to offer Defawy Shares rather than full shares of Prefegtedk. In the event such option is
exercised, each of the Depositary Shares will spreownership of and entitlement to all rights preferences of a fraction of a share of
Preferred Stock of a specified series (includingd#ind, voting, redemption and liquidation righfEhe applicable fraction will be specified
the Prospectus Supplement. The shares of PrefStoett represented by the Depositary Shares willdposited with a Depositary (the
"Depositary") named in the applicable Prospectygpfment, under a Deposit Agreement (the "Depogie@ment”), among the Company,
the Depositary and the holders of the Depositamgeipes. Certificates evidencing Depositary ShatBg|jositary Receipts") will be delivered
to those persons purchasing Depositary Sharegiaffaring. The Depositary will be the transfer aigeegistrar and dividend disbursing
agent for the Depositary Shares. Holders of DeansReceipts agree to be bound by the Deposit Ageeé which requires holders to take
certain actions such as filing proof of residencé paying certain charges.

The summary of terms of the Depositary Shares aweddn this Prospectus does not purport to be ¢etmand is subject to, and qualified in
its entirety by, the provisions of the Deposit Agmeent, the Articles of Incorporation and the forhCertificate of Determination for the
applicable series of Preferred Stock.

DIVIDENDS

The Depositary will distribute all cash dividendsother cash distributions received in respechefderies of Preferred Stock represented by
the Depositary Shares to the record holders of Biegry Receipts in proportion to the number of Defawy Shares owned by such holders on
the relevant record date, which will be the sante da the record date fixed by the Company foagi@icable series of Preferred Stock. The
Depositary, however, will distribute only such ambas can be distributed without attributing to &w®positary Share a fraction of one cent,
and any balance not so distributed will be addehthtreated as part of the next sum received dptpositary for distribution to record
holders of Depositary Receipts then outstanding.

In the event of a distribution other than in cable, Depositary will distribute property receivedibto the record holders of Depositary
Receipts entitled thereto, in proportion, as neaslynay be practicable, to the number of Deposiaiares owned by such holders on the
relevant record date, unless the Depositary detesnfafter consultation with the Company) thas indt feasible to make such distribution, in
which case the Depositary may (with the approvahefCompany) adopt any other method for suchildigton as it deems equitable and
appropriate, including the sale of such propertys(@h place or places and upon such terms asyite®m equitable and appropriate) and
distribution of the net proceeds from such salsutch holders.

LIQUIDATION PREFERENCE

In the event of the liquidation, dissolution or wing up of the affairs of the Company, whether wtduy or involuntary, the holders of each
Depositary Share will be entitled to the fractidrthe liquidation preference accorded each shatbeofpplicable series of Preferred Stock, as
set forth in the Prospectus Supplement.

REDEMPTION

If the series of Preferred Stock represented byafipticable series of Depositary Shares is redelemsich Depositary Shares will be
redeemed from the proceeds received by the Deppsésaulting from the redemption, in whole or intpaf Preferred Stock held by the
Depositary. Whenever the Company redeems any Pedf&tock held by the Depositary, the Depositatyreileem as of the same
redemption date the number of Depositary Shareesepting the Preferred Stock so redeemed. Thedtapowill mail the notice of
redemption promptly upon receipt of such noticerfiie Company and not less than 30 nor more thatag® prior to the date fixed for
redemption of the Preferred Stock and the Depgs8aares to the record holders of the DepositacelRés.
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VOTING

Promptly upon receipt of notice of any meeting htch the holders of the series of Preferred Stegkasented by the applicable series of
Depositary Shares are entitled to vote, the Depswill mail the information contained in such et of meeting to the record holders of the
Depositary Receipts as of the record date for sueéting. Each such record holder of Depositary Rexwiill be entitled to instruct the
Depositary as to the exercise of the voting rigleitaining to the number of shares of PreferrediStepresented by such record holder's
Depositary Shares. The Depositary will endeavaofiar as practicable, to vote such Preferred Stepiesented by such Depositary Shares in
accordance with such instructions, and the Compalhyagree to take all action which may be deemedeassary by the Depositary in order to
enable the Depositary to do so. The Depositaryatitain from voting any of the Preferred Stocthmextent that it does not receive specific
instructions from the holders of Depositary Receipt

WITHDRAWAL OF PREFERRED STOCK

Upon surrender of Depositary Receipts at the guadadffice of the Depositary, upon payment of anpaid amount due the Depositary, and
subject to the terms of the Deposit Agreementptlieer of the Depositary Shares evidenced therebugtiled to delivery of the number of
whole shares of Preferred Stock and all money éner @roperty, if any, represented by such DeposBhares. Partial shares of Preferred
Stock will not be issued. If the Depositary Receigelivered by the holder evidence a number of Biégny Shares in excess of the number of
Depositary Shares representing the number of wdttdees of Preferred Stock to be withdrawn, the Bigguy will deliver to such holder at

the same time a new Depositary Receipt evidenaioh sxcess number of Depositary Shares. HoldePsedérred Stock thus withdrawn will
not thereafter be entitled to deposit such shandethe Deposit Agreement or to receive Deposkageipts evidencing Depositary Shares
therefor.

AMENDMENT AND TERMINATION OF DEPOSIT AGREEMENT

The form of Depositary Receipt evidencing the Dépog Shares and any provision of the Deposit Agreet may at any time and from time
to time be amended by agreement between the Congpehthe Depositary. However, any amendment whiaterially and adversely alters
the rights of the holders (other than any chandeds) of Depositary Shares will not be effectivdess such amendment has been approved
by at least a majority of the Depositary Shares théstanding. No such amendment may impair the,rgubject to the terms of the Deposit
Agreement, of any owner of any Depositary Sharesitcender the Depositary Receipt evidencing sugoBitary Shares with instructions to
the Depositary to deliver to the holder the Pref@iBtock and all money and other property, if aagresented thereby, except in order to
comply with mandatory provisions of applicable laMie Deposit Agreement may be terminated by the fizmy or the Depositary only if (i)
all outstanding Depositary Shares have been redéem@) there has been a final distribution ispect of the Preferred Stock in connection
with any liquidation, dissolution or winding up tife Company and such distribution has been madk tiee holders of Depositary Shares.

CHARGES OF DEPOSITARY

The Company will pay all transfer and other taxed governmental charges arising solely from thsterice of the depositary arrangements.
The Company will pay charges of the Depositaryanrection with the initial deposit of the Prefer@ck and the initial issuance of the
Depositary Shares, and redemption of the Pref&tedk and all withdrawals of Preferred Stock by evgnof Depositary Shares. Holders of
Depositary Receipts will pay transfer, income atiteptaxes and governmental charges and certaém otfarges as are provided in the
Deposit Agreement to be for their accounts. Inaiertircumstances, the Depositary may refuse testest Depositary Shares, may withhold
dividends and distributions and sell the Deposiimares evidenced by such Depositary Receipt if sharges are not paid.
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MISCELLANEOUS

The Depositary will forward to the holders of Depay Receipts all reports and communications ftammCompany which are delivered to
the Depositary and which the Company is requirefditioish to the holders of the Preferred Stockaddition, the Depositary will make
available for inspection by holders of DepositagcBipts at the principal office of the Depositayd at such other places as it may from |
to time deem advisable, any reports and commupitsitieceived from the Company which are receivethbyDepositary as the holder of
Preferred Stock.

Neither the Depositary nor the Company assume®hliyation or will be subject to any liability undihe Deposit Agreement to holders
Depositary Receipts other than for its negligenceitiful misconduct. Neither the Depositary noet@ompany will be liable if the
Depositary is prevented or delayed by law or angucnstance beyond its control in performing itsgdtions under the Deposit Agreement.
The obligations of the Company and the Depositadeu the Deposit Agreement will be limited to penfance in good faith of their duties
thereunder, and they will not be obligated to pcose or defend any legal proceeding in respechgfl2epositary Shares or Preferred Stock
unless satisfactory indemnity is furnished. The @any and the Depositary may rely on written adeiteounsel or accountants, on
information provided by holders of Depositary Reteior other persons believed in good faith todrapetent to give such information and
on documents believed to be genuine and to have sigeed or presented by the proper party or gartie

RESIGNATION AND REMOVAL OF DEPOSITARY

The Depositary may resign at any time by delivetmthe Company notice of its election to do sal e Company may at any time remove
the Depositary, any such resignation or removéke effect upon the appointment of a successoo&¥gpy and its acceptance of such
appointment. Such successor Depositary must bargpdovithin 60 days after delivery of the notice fesignation or removal and must be a
bank or trust company having its principal officethe United States of America and having a combaapital and surplus of at least
$150,000,000.

FEDERAL INCOME TAX CONSIDERATIONS

Owners of the Depositary Shares will be treated-fteral income tax purposes as if they were owofatre Preferred Stock represented by
such Depositary Shares. Accordingly, such ownelisoientitled to take into account, for Federalame tax purposes, income and
deductions to which they would be entitled if ttvegre holders of such Preferred Stock. In addition,

(i) no gain or loss will be recognized for Fedenalome tax purposes upon the withdrawal of PrefeBtck in exchange for Depositary
Shares, (i) the tax basis of each share of Pedde®tock to an exchanging owner of Depositary Shailt, upon such exchange, be the same
as the aggregate tax basis of the Depositary Skackmnged therefor, and (iii) the holding periodRreferred Stock in the hands of an
exchanging owner of Depositary Shares will incltite period during which such person owned such Biggry Shares.
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DESCRIPTION OF EQUITY STOCK

The Company is authorized to issue 200,000,00CstaErEquity Stock. At December 31, 1997, the Camggaad outstanding 225,000 shares
of Equity Stock. The Articles of Incorporation pide that the Equity Stock may be issued from tim&rhe in one or more series and give
Board of Directors broad authority to fix the digit and distribution rights, conversion and votigts, redemption provisions and
liquidation rights of each series of Equity Stoklkolders of Equity Stock have no preemptive righitse shares of Equity Stock will be, when
issued, fully paid and nonassessable.

The issuance of Equity Stock with special votirghts (or Common Stock) could be used to deter @ty a single Shareholder or grouj
Shareholders to obtain control of the Companyangactions not approved by the Board of Direcftine. Company has no intention to issue
the Equity Stock (or Common Stock) for such purgose

OWNERSHIP LIMITATIONS

For a discussion of the ownership limitations guaaply to Equity Stock, see "Description of Commaoc® and Class B Common Stock--
Ownership Limitations."

TERMS OF EQUITY STOCK

The following description of Equity Stock sets fodertain general terms and provisions of the Bosiock to which any Prospectus
Supplement may relate. The statements below désgribe Equity Stock are in all respects subjecrtd qualified in their entirety by
reference to the applicable provisions of the Aef Incorporation (including the applicable foofmCertificate of Determination) and
Bylaws.

Reference is made to the Prospectus Supplemetihgeta the Equity Stock offered thereby for speciérms, including, where applicable,
the following: (1) the designation of such Equitp&k; (2) the number of shares of such Equity Staftéred, the liquidation rights and the
offering price of such Equity Stock; (3) the diwdkrate(s), period(s) and/or payment date(s) ohaus) of calculation thereof applicable to
such Equity Stock; (4) the provision for redemptidapplicable, of such Equity Stock; (5) anyiligt of such Equity Stock on any securities
exchange; (6) the terms and conditions, if applealpon which such Equity Stock will be convesilihto Common Stock, including the
conversion price (or manner of calculation there@f) the voting rights, if any, of such Equity 8ko (8) any other specific terms, rights,
limitations or restrictions of such Equity Stockida(9) the relative ranking of such Equity Stockadividend rights and rights upon
liquidation, dissolution or winding up of the affaiof the Company.

Ranking. The ranking of the Equity Stock is settan the applicable Prospectus Supplement. Urddsswise specified in the applicable
Prospectus Supplement, such Equity Stock will, wépect to dividend rights and rights upon ligtima dissolution or winding up of the
affairs of the Company, rank on a parity with then@non Stock.

Dividends. Holders of shares of the Equity Stockath series offered hereby shall be entitleddeive, when, as and if declared by the
Board of Directors, out of assets of the Companggllg available for payment, cash dividends at satls and on such dates as will be set
forth in the applicable Prospectus Supplement. Bach dividend shall be payable to holders of mearthey appear on the stock transfer
books of the Company on such record dates aslshdiked by the Board of Directors. Unless otheengpecified in the applicable Prospec
Supplement, dividends on such Equity Stock wilhba-cumulative.

Redemption. If so provided in the applicable Prosye Supplement, the shares of Equity Stock wiklgjiect to mandatory redemption or
redemption at the option of the Company, in whalengart, in each case upon the terms, at thestiamel at the redemption prices set forth in
such Prospectus Supplement.
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The Prospectus Supplement relating to a seriegjoityeStock offered hereby that is subject to mamdaredemption will specify the number
of shares of such Equity Stock that shall be regéeeby the Company in each year commencing aftatetd be specified, at a redemption
price per share to be specified, together withranumt equal to all accrued and unpaid dividendeethre (which shall not, if such Equity
Stock does not have a cumulative dividend, inclaiche accumulation in respect of unpaid dividendfaor dividend periods) to the date of
redemption. The redemption price may be payabtagh, securities or other property, as specifigtiérapplicable Prospectus Supplement.

If fewer than all of the outstanding shares of Bg&itock of any series offered hereby are to beegtkd, the number of shares to be
redeemed will be determined by the Company and shates may be redeemed pro rata from the holfleesard of such shares in
proportion to the number of such shares held bi sudders (with adjustments to avoid redemptiofrattional shares) or any other equita
method determined by the Company.

Notice of redemption will be mailed at least 30 slayt not more than 60 days before the redempta td each holder of record of EqL
Stock of any series to be redeemed at the addnesmson the stock transfer books of the CompanghEmtice shall state: (i) the redempt
date; (ii) the number of shares and series of thatf Stock to be redeemed; (iii) the redemptioicgar(iv) the place or places where
certificates for such Equity Stock are to be sutezad for payment of the redemption price; (v) thiaidends on the shares to be redeemed
will cease to accrue on such redemption date; and

(vi) the date upon which the holder's conversights, if any, as to such shares shall terminafewér than all the shares of Equity Stock of
any series are to be redeemed, the notice maileddio such holder thereof shall also specify thmber of shares of Equity Stock to be
redeemed from each such holder and, upon redemjptioew certificate shall be issued representingitiredeemed shares without cost tc
holder thereof. In order to facilitate the rederaptof shares of Equity Stock, the Board of Direstmray fix a record date for the
determination of shares of Equity Stock to be rets® such record date to be not less than 30 o than 60 days prior to the date fixed for
such redemption.

Notice having been given as provided above, frothater the date specified therein as the dateddmption, unless the Company defa
in providing funds for the payment of the redemptwice on such date, all dividends on the Equibcs called for redemption will cease.
From and after the redemption date, unless the @agnpo defaults, all rights of the holders of thypiiy Stock as shareholders of the
Company, except the right to receive the redempirae (but without interest), will cease.

Liguidation Rights. Upon any voluntary or involuntdiquidation, dissolution or winding up of thefaifs of the Company, then, before any
distribution or payment shall be made to the h@ddérthe Equity Stock or any other class or sesfasapital stock of the Company ranking
junior to any series of the Preferred Stock indfstribution of assets upon any liquidation, dis$ioin or winding up of the Company, t
holders of such series of Preferred Stock shadii#tled to receive out of assets of the Compagsllg available for distribution to
stockholders liquidating distributions in the ambahthe liquidation preference per share, plusamount equal to all dividends accrued and
unpaid thereon (which shall not include any accatioh in respect of unpaid dividends for prior demd periods if such Preferred Stock ¢
not have a cumulative dividend). After paymentraf full amount of the liquidating distributionswdich they are entitled, the holders of
Preferred Stock will have no right or claim to afithe remaining assets of the Company. In the tethet, upon any such voluntary or
involuntary liquidation, dissolution or winding uine legally available assets of the Company aseffitient to pay the amount of the
liquidating distributions on all outstanding shaoésiny series of Preferred Stock and the corredipgramounts payable on all shares of o
classes or series of capital stock of the Companking on a parity with the Preferred Stock indistribution of assets upon liquidation,
dissolution or winding up, then the holders of saehies of Preferred Stock and all other such etass series of capital stock shall share
ratably in any such distribution of assets in prtipa to the full liquidating distributions to whichey would otherwise be respectively
entitled.
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If liquidating distributions shall have been madédiill to all holders of Preferred Stock, the reniag assets of the Company shall be
distributed among the holders of any other classesgries of capital stock ranking junior to suetiess of Preferred Stock upon liquidation,
dissolution or winding up, including the Equity 8kgaccording to their respective rights and inhezase according to their respective nur
of shares. For such purposes, the consolidationenger of the Company with or into any other cogpion, or the sale, lease, transfer or
conveyance of all or substantially all of the pnap@r business of the Company, shall not be deemednstitute a liquidation, dissolution or
winding up of the Company.

Unless otherwise specified in the applicable ProggeSupplement, upon any voluntary or involuntayyidation, dissolution or winding up
of the affairs of the Company, holders of the Bg&itock will rank on a parity with the holders bétCommon Stock, subject to any
maximum or minimum distribution to holders of Equ&tock specified in such Prospectus Supplement.

Voting Rights. Unless otherwise specified in thplmable Prospectus Supplement, holders of thetE@iock will have the same voting
rights as holders of the Common Stock.

No consent or approval of the holders of any sarfdsquity Stock will be required for the issuarican the Company's authorized t
unissued Equity Stock of other shares of any sefi&uity Stock including shares of such serie@dity Stock.

Conversion Rights. The terms and conditions, if,amon which shares of any series of Equity Stdtdred hereby are convertible into
Common Stock will be set forth in the applicabledfrectus Supplement relating thereto. Such terdhgnalude the number of shares of
Common Stock into which the Equity Stock is conidet the conversion price (or manner of calculatioereof), the conversion period,
provisions as to whether conversion will be atdgpgon of the Company or the holders of the EqSityck or automatically upon the
occurrence of certain events, the events requaingdjustment of the conversion price and provisgffecting conversion in the event of the
redemption of such Equity Stock.

DESCRIPTION OF WARRANTS

The Company has no Warrants outstanding (otherdp#ions issued under the Company's stock optiang)l The Company may issue
Warrants for the purchase of Preferred Stock, Eddtidck or Common Stock. Warrants may be issueededdently or together with any
other Securities offered by any Prospectus Suppleared may be attached to or separate from sualriBes. Each series of Warrants will
issued under a separate warrant agreement (edélgreant Agreement") to be entered into betweenQbmpany and a warrant agent
specified in the applicable Prospectus Supplenthat'Warrant Agent"). The Warrant Agent will actedg as an agent of the Company in
connection with the Warrants of such series antinetl assume any obligation or relationship of ayeor trust for or with any holders or
beneficial owners of Warrants. The following setgH certain general terms and provisions of therdds offered hereby. Further terms of
the Warrants and the applicable Warrant Agreemdéhbesset forth in the applicable Prospectus Sepant.

The applicable Prospectus Supplement will desc¢hibagerms of the Warrants in respect of which Brigspectus is being delivered, includi
where applicable, the following: (1) the title afch Warrants; (2) the aggregate number of such akitay (3) the price or prices at which such
Warrants will be issued; (4) the designation, nunarel terms of the shares of Preferred Stock, E@tiick or Common Stock purchasable
upon exercise of such Warrants; (5) the designati@hterms of the other Securities, if any, witlichlsuch Warrants are issued and the
number of such Warrants issued with each such Bgc{@) the date, if any, on and after which s¥&harrants and the related Preferred St
Equity Stock or Common Stock, if any, will be segialy transferable; (7) the price at which eachreslod Preferred Stock, Equity Stock or
Common Stock purchasable upon exercise of suchafMarmay be purchased; (8) the date on which ¢t 1o exercise such Warrants shall
commence and the date on which such right shaltex{®) the minimum or maximum amount of such Velats which may be exercised at
any one time; and

(10) any other terms of such Warrants, includingng procedures and limitations relating to thehexge and exercise of such Warrants.
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CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

The following discussion summarizes certain fedem@me tax considerations to a holder of CommariStThe applicable Prospectus
Supplement will contain information about additibfeaeral income tax considerations, if any, relgtio Securities other than Common
Stock. The following discussion, which is not exstate of all possible tax considerations, doesging a detailed description of any state,
local, or foreign tax considerations. Nor doesstdss all of the aspects of federal income taratiat may be relevant to a prospective
shareholder in light of his or her particular cimtstances or to certain types of shareholders (imfuinsurance companies, tax-exempt
entities, financial institutions or brokelealers, foreign corporations and persons who atreitizens or residents of the United States) ate
subject to special treatment under federal incamdaws. As discussed below, the Taxpayer Relig¢fohd 997 (the "1997 Act") contains
certain changes to the REIT qualification requirataend to the taxation of REITs that may be mailtéoia holder of Common Stock, but
that will become effective only for the Compangzable years commencing on or after January 1,.1998

EACH PROSPECTIVE INVESTOR IS ADVISED TO CONSULT THE®PPLICABLE PROSPECTUS SUPPLEMENT, AS WELL AS HIS
OR HER TAX ADVISOR, REGARDING THE TAX CONSEQUENCEBO HIM OR HER OF THE ACQUISITION, OWNERSHIP AND
SALE OF THE SECURITIES, INCLUDING THE FEDERAL, STAT LOCAL, FOREIGN AND OTHER TAX CONSEQUENCES OF
SUCH ACQUISITION, OWNERSHIP AND SALE AND OF POTENAL CHANGES IN APPLICABLE TAX LAWS.

TAX TREATMENT OF THE COMPANY

If certain detailed conditions imposed by the Cadd the related Treasury regulations are met, ity esuch as the Company, that invests
principally in real estate and that otherwise wdaddtaxed as a corporation may elect to be trestedREIT. The most important consequt
to the Company of being treated as a REIT for faldacome tax purposes is that this enables thepgaomto deduct dividend distributions to
its shareholders, thus effectively eliminating tHeuble taxation" (at the corporate and sharehdklesis) that typically results when a
corporation earns income and distributes that irectorshareholders in the form of dividends.

The Company has made an election to be taxed &TauRder Sections 856 through 860 of the Codeinméggy with its fiscal year ending
December 31, 1981. That election will continuefie& until it is revoked or terminated. The Compérelieves that it has qualified during
each of the fiscal years for which such an eledtias been in effect, and currently qualifies a€éiliRand the Company expects to contint
be taxed as a REIT for federal income tax purpdaésle the Company intends to operate so thatllitashtinue to qualify as a REIT, given
the highly complex nature of the rules governing Ri:the ongoing importance of factual determinaticand the possibility of future
changes in the circumstances of the Company, noasse can be given by the Company that the Compéhgualify as a REIT in any
particular year.

Technical Requirements for Taxation as a REIT. fiflewing is a very brief overview of certain ofatiechnical requirements that the
Company must meet on an ongoing basis in ordesritiraie to qualify as a REIT. This summary is diiedi in its entirety by the applicable
Code provisions, Treasury regulations and admatist and judicial interpretations thereof.

1. The capital stock must be widely-held and notertban 50% of the value of the capital stock mayeéld by five or fewer individuals
("5/50 Test") (determined after giving effect taieas ownership attribution rules). Pursuant to1B87 Act, for the Company's taxable years
commencing on or after January 1, 1998, if the Camgcomplies with regulatory rules pursuant to \Wwhtds required to send annual letters
to holders of Common Stock requesting informatiegarding the actual ownership of the Common StacH,the Company does not know
exercising reasonable diligence would not have knavhether it failed to meet the 5/50 Test, the @any will be treated as having met the
5/50 Test. See "--Consequences of Merger on thep@oys Qualification as a REIT--Violation of Ownleirs Requirements."
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2. The Company's gross income must meet the fatigwicome tests:

(a) at least 75% of the gross income must be defien specified real estate sources (includingtsdrom real property" and, in certain
circumstances, interest);

(b) at least 95% of the gross income must be floerréal estate sources includable in the 75% indesteand/or from dividends, interest, or
gains from the sale or disposition of stock or sities not held for sale in the ordinary courséos$iness; and

(c) for its taxable year ending December 31, 1885 than 30% of the gross income may be derived fthe sale of real estate assets held for
less than four years, from the sale of certain l&&property, or from the sale of stock or sedesitheld for less than one year (pursuant to the
1997 Act, the Company will not have to meet the 38%b for its taxable years commencing on or aiéeuary 1, 1998).

Rents received by the Company will qualify as "seindbm real property" in satisfying the gross in@raquirements described above only if
several conditions are met. First, the amount of meust not be based in whole or in part on thenme or profits of any person. However, an
amount received or accrued generally will not belweded from the term "rents from real property“etplby reason of being based on a fixed
percentage or percentages of receipts of salesCoh®gany anticipates that none of its gross annagame will be attributable to rents that
are based in whole or in part on the income offamgon (excluding rents based on a percentageeipts or sales, which, as described
above, are permitted). Second, the Code providagénts received from a tenant will not qualify'emts from real property" if the
Company, or an owner of 10% or more of the Compdimggctly or constructively owns 10% or more oflstienant (a "Related Party
Tenant"). The Company does not anticipate thatlitreceive income from Related Party Tenants. @hif rent attributable to personal
property, leased in connection with a lease of pegperty, is greater than 15% of the total renéieed under the lease, then the portion of
rent attributable to such personal property will qoalify as "rents from real property.” The Compaoes not anticipate deriving rent
attributable to personal property leased in conaeatith real property that exceeds 15% of theltagats. Finally, for rents received to
qualify as "rents from real property," the Compageyerally must not operate or manage the propertyroish or render services to tenants,
other than through an "independent contractor" tviscadequately compensated and from whom the Coyngherives no revenue. The
"independent contractor” requirement, however, dmgapply to the extent the services providedigy@ompany are "usually or customarily
rendered" in connection with the rental of spageoficupancy only and are not otherwise consideredered to the occupant” ("Permissible
Services"). Any services with respect to certaioperties that the Company believes may not be geavby the Company directly without
jeopardizing the qualification of rent as "rentsrir real property" will be performed by "independeontractors.'

Pursuant to the 1997 Act, for the Company's taxabées commencing on or after January 1, 1998s received generally will qualify as
rents from real property even if the Company werprbvide services that are not Permissible Ses\vdedong as the amount received for ¢
services meets a de minimis standard. The amooeived for "impermissible services" with respecttproperty (or, if services are available
only to certain tenants, possibly with respectuchstenants) cannot exceed one percent of all atsoeceived, directly or indirectly, by the
Company with respect to such property (or, if sgiare available only to certain tenants, possiitly respect to such tenants). In compu
any such amounts, the amount that the Company wiruttkemed to have received for performing "impssible services" will be the grea
of the actual amount so received or 150% of thectlicost to the Company of providing those services

See "--Consequences of the Merger on the Comp@ugification as a REIT-- The Company's AssumptibiManagement Activities With
Respect to its Properties," "--Consequences ofiger on the Company's Qualification as a REITadlmlifying Income," and "--
Consequences of the Merger on the Company's Qualdh as a REIT--Acquisition of Affiliated Partiséip Interests in the Merger" for a
discussion of specific aspects of the Merger thag rmpact upon the Company's ability to satisfy3B&6 gross income test.
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3. Generally, 75% of the value of the Companyaltassets must be represented by real estate,ageggecured by real estate, cash, or
government securities (including its allocable shafrreal estate assets held by any partnershighich the Company owns an interest). Not
more than 25% of the Company's total assets maggyesented by securities other than those in5ke &sset class. Of the investments
included in the 25% asset class, the value of ayissuer's securities owned by the Company magxuaed 5% of the value of the
Company's total assets, and the Company may nohoava than 10% of any one issuer's outstandingngaecurities. The 5% test generally
must be met for any quarter in which the Comparmuaes securities of an issuer. The Company bei¢vat it satisfies these tests. In this
regard, however, the 10% voting stock prohibitidh preclude the Company from controlling the ogemas of Orangeco and PSPUD (the
Company owns 95% of the equity of Orangeco in tmnfof non-voting stock and the Hughes Family od#sof the equity but 100% of the
voting stock of Orangeco) or PSCC (in which the @any owns a less than 10% equity interest) andpneglude the Company from
exercising its rights of first refusal with respéxthe corporations owning the Canadian operatimsthe reinsurance business.

4. The Company must distribute to its shareholdeeach taxable year an amount at least equal% &3he Company's "REIT Taxable
Income” (which is generally equivalent to net tdeadrdinary income). Under certain circumstandes,Gompany can rectify a failure to m
the 95% distribution test by paying dividends after close of a particular taxable year.

In years prior to 1990, the Company made distringiin excess of its REIT Taxable Income. Durin§@,9he Company reduced its
distribution to its shareholders.

As a result, distributions paid by the Company 39 were less than 95% of the Company's REIT Taxkglome for 1990. The Company
has satisfied the REIT distribution requirements1f@90 through 1996 by attributing distributionslig®1 through 1997 to the prior year's
taxable income, and PSI expects to satisfy theilligion requirement for 1997 by attributing dibtitions in 1998 to the 1997 taxable inco
The Company may be required, over each of the sesdral years, to make distributions after theectifsa taxable year and to attribute those
distributions to the prior year, but shareholdeilslve treated for federal income tax purposesaasny received such distributions in the
taxable years in which they were actually made. &ttent to which the Company will be required twilatite distributions to the prior year
will depend on the Company's operating resultstaadevel of distributions as determined by the iBaaf Directors. Reliance on subsequent
year distributions could cause the Company to Ibgestito certain penalty taxes. In that regarthéf Company should fail to distribute duri
each calendar year at least the sum of (i) 85%sdREIT ordinary income for such calendar yeay, Q4% of its REIT capital gain net income
for such calendar year, and (iii) any undistributecdable income from prior periods, the Company ldne subject to a 4% excise tax on the
excess of such required distribution over the artoacatually distributed during such calendar yeat (aking into account distributions made
in subsequent years but attributed to such caleyets). The Company intends to comply with this 88i%tribution requirement in an effort
minimize any excise tax. Any distributions requitecbe made by the Company in order to eliminateaamtumulated earnings and profits of
PSMI would not be counted in determining whether@mpany satisfies the 95% distribution test anddcadversely impact upon the
Company's ability to satisfy the 95% distributiestt See "--Consequences of the Merger on the QuyigpQualification as a REIT--
Elimination of Any Accumulated Earnings and Profitributable to Non-REIT Years."

For purposes of applying the income and assettestgioned above, a REIT is considered to own pgitmnate share of the assets of any
partnership in which it holds a partnership inter8ge "--Consequences of the Merger on the Conp&ualification as a REIT--Acquisition
of Affiliated Partnership Interests in the Merger."

Applicable Federal Income Tax. If the Company diedifor taxation as a REIT, it generally will o subject to federal corporate income
taxes on net income that it distributes currerdlghareholders. However, the Company will be subgefederal income tax in the following
circumstances. First, the Company will be taxegtgular corporate rates on any undistributed REKEIble income, including undistributed
net capital
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gains. Second, under certain circumstances, thep@oynmay be subject to the "alternative minimunf taxits items of tax preference. Thi

if the Company has (i) net income from the saletber disposition of "foreclosure property" (whishin general, property acquired by
foreclosure or otherwise on default of a lease loaa secured by the property) which is held prilpdor sale to customers in the ordinary
course of business or (ii) other nonqualifying imeofrom foreclosure property, it will be subjectax at the highest corporate rate on such
income. Fourth, if the Company has net income fpoohibited transactions (which are, in generaltaiersales or other dispositions of
property (other than foreclosure property) heldnariily for sale to customers in the ordinary cowsbusiness), such income will be subject
to a 100% tax. Fifth, if the Company should faiktttisfy the 75% gross income test or the 95% grussne test (as discussed above), and
has nonetheless maintained its qualification aEH Recause certain other requirements have begntmall be subject to a 100% tax on 1
net income attributable to the greater of the arhbyrwhich the Company fails the 75% or 95% gros®ine test.

Under the "Built-in Gain Rules" of IRS Notice 88;11®88-1 C.B. 486, the Company generally will bbjeat to a corporate level tax if it
disposes in a taxable transaction of any of thetaggquired in the Merger at any time during te/éar period beginning on the closing date
of the Merger (the "Restriction Period"). This taguld be imposed on the Company at the top regueyorate rate (currently 35%) in effect
at the time of the disposition on the excess ah@)lesser of (a) the fair market value at theetohthe Merger of the assets disposed of ar
the selling price of such assets over (ii) the Canys adjusted basis in such assets at the tite dflerger (such excess being referred to as
the "Built-in Gain"). The Company currently doeg imiend to dispose of a material portion of theeds acquired in the Merger in a taxable
transaction during the Restriction Period, buteh@an be no assurance that one or more such dispsswill not occur.

Failure to Qualify as a REIT. For any taxable ytat the Company fails to qualify as a REIT andrédef provisions do not apply, the
Company would be taxed at the regular corporagsran all of its taxable income, whether or notdikes any distribution to its shareholders.
Those taxes would reduce the amount of cash alailatthe Company for distributions to its sharelee$ or for reinvestment. As a result,
failure of the Company to qualify during any taxalkar as a REIT could have a material adversetaffion the Company and its
shareholders.

Termination of REIT Election. The Company's elettio be treated as a REIT will terminate automdyicghthe Company fails to meet the
REIT qualification requirements described above términation (or a voluntary revocation) occurdess certain relief provisions apply, the
Company would not be eligible to elect REIT stagain until the fifth taxable year that begins afte first year for which the Company's
election was terminated (or revoked). If the Conyplases its REIT status, but later qualifies areted to be taxed as a REIT again, the
Company may face significant adverse tax conse@sghmmediately prior to the effectiveness of tleeton to return to REIT status, the
Company would be treated as if it disposed of filsoassets in a taxable transaction, triggerin@ble gain with respect to the Company's
appreciated assets. (The Company would, howeveretmitted to elect an alternative treatment ungdch the gains would be taken into
account only as and when they actually are receghnipon sales of the appreciated property occuwittgn the 10year period after return
REIT status.) The Company would not receive theefieaf a dividends paid deduction to reduce arghsiaxable gains. Thus, any such gi
on appreciated assets would be subject to doukddida, at the corporate as well as the sharehdddet.

CONSEQUENCES OF THE MERGER ON THE COMPANY'S QUALIFI CATION AS A REIT

In light of the unique federal income tax requirenseapplicable to REITs, the Merger could have esb/eonsequences on the Company's
continued qualification as a REIT, as discussegtéater detail below. Hogan & Hartson L.L.P. ("HogeaHartson"), counsel to the
Company, is of the opinion that the Company comtinto qualify as a REIT following the Merger sodas (A) the Company has met at all
times since the Merger and continues to meet tiek giwnership and gross income requirements afipdida REITs and (B) either PSMI at
the time of (and giving effect to) the Merger wad aonsidered to have any current or accumulatedregs and profits for tax purposes or
Company made distributions prior to the end of 1®0&nh amount
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sufficient to eliminate such earnings and proféise "--Nonqualifying Income," "--Violation of Owrship Requirements," and "--Elimination
of Any Accumulated Earnings and Profits Attribuialdb Non-REIT Years." Hogan & Hartson, however, hasopined that the Company
continues to meet the stock ownership and grossrieaequirements applicable to REITs following kherger or that PSMI did not have
current or accumulated earnings and profits atithe of the Merger, due to the numerous factuatmeinhations and future events that bez
those conclusions.

Nonqualifying Income. The Company must meet sevanalial gross income tests to retain its REIT §joation. See --Tax Treatment of tF
Company-- Technical Requirements for Taxation REH." Under the 95% gross income test, the Compangt derive at least 95% of its
total gross income from specified classes of incoefeted to real property, dividends, interestaing from the sale or other disposition of
stock or other securities that do not constitutealdr property.” Income related to real propergiides:

(i) proceeds from the rental of mini-warehouselfaes; (ii) interest on obligations secured by tgaiges on real property; and (iii) gains from
the sale or other disposition of real property €otthan real property held by the Company as aedeal

After the Merger, the Company assumed and perfanmgerty management activities for the variousnmaghips and REITs in which the
Company has an interest that own Properties, dsagébr various other entities that own mini-warebe properties and/or business parks.
The Company will receive management fees from gactmerships, REITs, and other owners in exchaogthé performance of such
management activities. The gross income receivatidompany from these property management deswitith respect to Properties
owned by other entities (including the REITs in elhthe Company has an ownership interest) and @yviervices rendered to such other
entities is treated as income not qualifying urttler95% gross income test ("Nonqualifying Incom&8e "--Acquisition of Affiliated
Partnership Interests."

In order to reduce the amount of Nonqualifying Imeg in December 1995 certain Properties pre-paidedCompany approximately $4.5
million of management fees that the Company otheswiould have been expected to receive for 1986pdnted to compensate for early
payment. Pre-payment of management fees reduceukthentage of Nonqualifying Income received byGoenpany in taxable years
subsequent to such prepayment. In connection withMerger, Hogan & Hartson delivered an opiniori thiz more likely than not that the
IRS would respect the inclusion of the prepaid nganaent fees in the gross income of the Company wienare received. Hogan &
Hartson's opinion is based on numerous cases wbarts have upheld the IRS's position that feeslshge included in income when they
are received, rather than when the services tohwdiich fees relate are performed. There are, hawsseeral contrary authorities where
courts, over the IRS's objections, have held theppgid amounts are not included in income in adeai@erformance. Because of these
contrary authorities, there can be no assuran¢¢htbdRS might not assert that such managemestsieeuld be included in the gross income
of the Company as the related management servieggavided, rather than being included in the ginsome when they are received. If the
IRS were to successfully challenge the treatmestioh management fees and the inclusion of sushiigdée Company's gross income
resulted in it failing the 95% gross income testddaxable year ending after the Merger, the CamgaREIT status may terminate for such
year and future years unless it meets the "goodetaxception described abo

The Company and the various other owners of mimetvauses and business parks for which the Comparigrm;ms management activities
(the "Owners") have entered into an agreement'@deninistrative and Cost-Sharing Agreement") witB®C, Inc. ("PSCC") pursuant to
which PSCC provides the Owners and the Compangineatiministrative and cost-sharing services imeation with the operation of the
Properties and the performance of certain admatise functions. Each of the Owners and the Compeayythe PSCC directly for services
rendered by PSCC in connection with the Administeadind Cost Sharing Agreement. That payment iars¢g from and in addition to the
compensation paid to the Company under the manageageeement for the management of the Propeniesd by the Owners. The
Company has received a private letter ruling fromIRS to the effect that the reimbursements ahergiayments made to PSCC by the
Owners will not be treated as revenues of the Comfar purposes of the 95% gross income test.
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If the Company fails to meet the 95% gross incoesé during any taxable year, its REIT status waoatchinate for that year and future years
unless it qualifies for the "good cause" exceptlarorder to qualify for the "good cause" exceptittre Company would have to satisfy each
of the following: (i) it reported the source andura of each item of its gross income in its fetlereome tax return for such year; (ii) the
inclusion of any incorrect information in its retuis not due to fraud with intent to evade tax; and

(iii) the failure to meet such test is due to asm®ble cause and not to willful neglect. The Camgpatends to conduct its operations and
affairs so that it meets the 95% gross incomeftestach taxable year. The Company also intendgénate so that, in the event it were to fall
to meet the 95% gross income test, it would sattsfy'reasonable cause" requirement of the "goadefaexception because it exercised
ordinary business care and prudence in attempisgtisfy the 95% gross income test (includingdmneiving opinions of counsel where
appropriate). There can be no assurance, howdnatiif the Company were unable to satisfy the 9566gincome test, the IRS would
necessarily agree that the Company had operatdianner that qualifies for the "good cause" exorpEurthermore, even if the Compar
REIT status were not terminated because of thed'gaose" exception, the Company still would be ettifp an excise tax on any excess
nonqualifying income. Generally, if the Companyddhe 95% gross income test but still retaingjitalification as a REIT under the "good
cause" exception, it would be subject to a 100%sexiax on the amount of the excess nonqualifymegrine multiplied by a fraction, the
numerator of which would be the Company's taxatdeiine (computed without its distribution deductianil the denominator of which
would be the Company's gross income from all saurthis excise tax would have the general effecaoking the Company to pay all net
profits generated from this excess nonqualifyirgpme to the IRS.

Violation of Ownership Requirements. For the Comptanqualify as a REIT under the Code, no more %@ in value of its outstanding
stock may be owned, directly or constructively untertain attribution rules of the Code, by fivefewer individuals (as defined in the Code
to include certain entities) during the last hdladaxable year. Following the Merger, the valfighe outstanding capital stock held by the
Hughes Family was estimated to be approximately 45#such percentage has been reduced to apprekir38es as of December 31, 19
In order to assist the Company in meeting thesesostnip restrictions, the Articles of Incorporatimmd Bylaws prohibit the actual or
constructive ownership of more than 2.0% of thestautding shares of all common stock of the Commamgore than 9.9% of the outstand
shares of each class or series of shares of pedfstock of the Company. (The Articles of Incorpiaraand Bylaws provide, however, that
person is deemed to exceed this ownership limitaalely by reason of the beneficial ownershiphares of any class of stock to the extent
that such shares of stock were beneficially owneduzh person at the time of the Merger.) Howeseen with these ownership limitations,
the Company could still be in violation of the owstap restrictions if four individuals unrelatedttee Hughes Family were to own the
maximum amount of capital stock permitted underAhtécles of Incorporation and Bylaws. Therefore ftirther assist the Company in
meeting the ownership restrictions, the Hughes Fagnitered into an agreement with the Companytferitenefit of the Company and cert
designated charitable beneficiaries restrictingr thequisition of additional shares of the Comparmgpital stock and providing that if, at any
time, for any reason, more than 50% in value ofGbenpany's outstanding stock otherwise would beidened owned by five or fewer
individuals, then a number of shares of CommonIStdthe Company owned by Wayne Hughes necessayréosuch violation will
automatically and irrevocably be transferred tesighated charitable beneficiary. These provisavesmodeled after certain arrangements
that the IRS has ruled in private letter rulingd pieclude a REIT from being considered to violtite ownership restrictions so long as such
arrangements are enforceable as a matter of ataterld the REIT seeks to enforce them as and weesseary. There can be no assurance,
however, that the IRS might not seek to take abfiit position with respect to the Company (a peivetter ruling is legally binding only

with respect to the taxpayer to whom it was issuedaontend that the Company failed to enforceghesious arrangements and, hence, there
can be no assurance that these arrangements wéiéserily preserve the Company's REIT status. Naterletter ruling has been sought by
the Company from the IRS with respect to the efféthese arrangements.

Elimination of Any Accumulated Earnings and Profittributable to Non-REIT Years. A REIT is not alled to have accumulated earnings
and profits attributable to non-REIT years. A REIds until the close of
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its first taxable year in which it has non-REIT @ags and profits to distribute any such accumdl@anings and profits. In a corporate
reorganization qualifying as a tax free statutosrger, the acquired corporation's current and aatated earnings and profits are carried
over to the surviving corporation. Any earnings @nafiits treated as having been acquired by a REIdugh such a merger will be treated as
accumulated earnings and profits of a REIT atteblé to nonREIT years. Accordingly, any accumulated earnings profits of PSMI and il
predecessors (including earnings and profits rieguftom transactions undertaken in contemplatibthe Merger or from the Merger itself)
carried over to the Company in the Merger and tm@any would have been required to distribute arch @iccumulated earnings and prc
prior to the close of 1995 (the year in which therlyer occurred). Failure to do so would resultisgdalification of the Company as a REIT
(unless the "deficiency dividend" procedures désatibelow apply and the Company complies with thoweeedures).

The amount of the accumulated earnings and prafisSMI acquired by the Company is based on theaatated earnings and profits of
PSMI (including each of its predecessors) througthiacluding the date of the Merger ("Consolidatedumulated Earnings"). In connection
with the Merger, the Company received a study pegphy PSMI of the earnings and profits of PSMI #adubsidiaries, taking into account
projected income of PSMI and its predecessors ddraiuding the time of the Merger and distribugdo the PSMI shareholders made at or
prior to the time of the Merger, that showed th&MP had no Consolidated Accumulated Earnings atithe of the Merger. The
determination of accumulated earnings and profitgiaed by the Company in the Merger ("Acquiredriiags") depends upon a number of
factual matters related to the activities and oji@ma of PSMI and its predecessors during theirecbrporate existence and is subject to
review and challenge by the IRS. There can be sorasce that the IRS will not examine the tax retwof PSMI and its predecessors for
years prior to and including the Merger and progdjestments to increase their taxable income. Bscthe earnings and profits study u

to calculate the amount of Acquired Earnings isebasn these returns, any such adjustments coulddse the amount of the Acquired
Earnings. In this regard, the IRS can considetaathble years of PSMI and its predecessors asfopeeview for purposes of determining 1
amount of earnings and profits.

Although not free from doubt, "deficiency dividengifocedures may be available for the Company toilige any Acquired Earnings that
were subsequently determined to exist as a rekal ¢RS audit. In order to use this "deficiencyidend” procedure, the Company would
have to make an additional dividend distributiontscshareholders (in addition to distributions ok purposes of satisfying the normal
REIT distribution requirements), in the form of basotes, other property, or stock in a taxablelstbvidend, within 90 days of the IRS
determination. In addition, the Company would ht/pay to the IRS an interest charge on 50% ofitruired Earnings that were not
distributed prior to December 31, 1995, from thtedmn which its 1995 tax return was due to the tte#dRS determination was made. The
statute and Treasury regulations related to th&capion of the "earnings and profits distributiar@guirement to a REIT that acquires a "non-
REIT" in a reorganization and the availability b&t"deficiency dividend" procedure in those circtanses are not entirely clear, and there
can be no assurance that the IRS would not takpdbiéion either that the "deficiency dividend" pedlure is not available (in which case, the
Company would cease to qualify as a REIT effectirdts taxable year in which the Merger occurred)alternatively, that even if the
procedure is available, the Company cannot qualfp REIT for the taxable year in which the Memgsgurred (but it could qualify as a RE
for subsequent years).

Acquisition of Affiliated Partnership Interests. & €ompany has acquired interests in various patipes that own and operate Properties in
the Merger and in other transactions. The Compfampurposes of satisfying the REIT asset and giresame tests, will be treated as if it
directly owns a proportionate share of each ofatfsets of these partnerships. For these purpass; current Treasury regulations the
Company's interest in each of the partnerships mistetermined in accordance with its "capitalriegé' in such partnership. The characte
the various assets in the hands of the partneestdphe items of gross income of the partnershilretain their same character in the hands
of the Company for these purposes. Accordinglyhéoextent the partnership receives real estatalseand holds real property, a
proportionate share of such qualified income arsgt@swill be treated as qualified rental income @l estate assets of the Company for
purposes of
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determining its REIT qualification. The Company egis that substantially all of the properties @ plartnerships will constitute real estate
assets and will generate qualifying rental incoorepluirposes of the REIT gross income tests.

The acquisition of these partnership intereststeseseveral issues regarding the Company's sdiisfaaf the 95% gross income test. First,
the Company earns property management fees frose trertnerships. Existing Treasury regulationsataddress the treatment of
management fees derived by a REIT from a partngishivhich the REIT holds a partnership interest,the IRS has issued a number of
private letter rulings holding that the portiontbé management fee that corresponds to the REgTessttin the partnership in effect is
disregarded in applying the 95% gross income téstrevthe REIT holds a "substantial” interest inghgnership. The Company disregards
the portion of management fees derived from pastrips in which it is a partner that correspondisstinterest in these partnerships in
determining the amount of its Nonqualifying Incoraad the Company's prepayment of management feésrtbeabove was computed based
upon this approach. There can be no assuranceybovtirat the IRS would not take a contrary positiath respect to the Company, either
rejecting the approach set forth in the privateetetulings mentioned above or contending thaGbmpany's situation is distinguishable from
those addressed in the private letter rulingsék@mple, because the Company does not have adstibbtinterest in the partnerships).

Second, the Company acquired interests in cerfdimese partnerships that entitle the Companygeraentage of profits (either from
operations, or upon a sale, or both) in exceskepercentage of total capital originally contrimlito the partnership with respect to such
interest. Existing Treasury Regulations do not gjpadly address this situation, and it is uncamdiased on existing authority, how the
Company's "capital interest” in these partnershipsild be determined. This determination is relebacause it affects both the percentac
the gross rental income of the partnership thebissidered gross rental income (or qualifying inedpno the Company and the percentage of
the management fees paid to the Company that siregdirded in determining the Company's Nonqualifyiltome. For example, if the
Company takes the position that it has a 25% "ahjpiterest" in a partnership (because it woulaeingx 25% of the partnership's assets up
sale and liquidation) but the IRS determines iydrds a 1% "capital interest" (because the oridiotder of the Company's interest only
contributed 1% of the total capital contributedhe partnership), the Company's share of the guradifincome from the partnership would be
reduced and the portion of the management fee fhenpartnership that would be treated as Nonguatifincome would be increased,
thereby adversely affecting the Company's abibitgatisfy the 95% gross income test.

In determining its "capital interest" in the varsopartnerships in which the Company acquired arest in the Merger, the Company
determines the percentage of the partnership'ssabse would be distributed to it if those assedse sold and distributed among the partners
in accordance with the applicable provisions offh&nership agreements. There can be no assutaweyer, that the IRS will agree with
this methodology and not contend that another,gpestess favorable, method must be used for puspafsgetermining the Company “capital
interests." If that were to occur, it could advérsdfect the Company's ability to satisfy the 9§%ss income test following the Merger.

TAXATION OF TAXABLE DOMESTIC HOLDERS OF COMMON STOC K

As used herein, the term "U.S. Shareholder" medmdder of Common Stock who (for United States fatimcome tax purposes) (i) is a
citizen or resident of the United States, (ii) isoaporation, partnership, or other entity creaiedrganized in or under the laws of the United
States or of any political subdivision thereofi) (& an estate the income of which is subject tatédl States federal income taxation regarc
of its source, or

(iv) a trust whose administration is subject to phienary supervision of a United States court amittv has one or more United States per:
who have the authority to control all substantiatidions of the trust.

Distributions by the Company. As long as the Comypgumlifies as a REIT, distributions made to thenpany's U.S. Shareholders (and not
designated as capital gain dividends) will gengradl taxable to U.S. Shareholders as ordinary irmctinthe extent of the Company's earni
and profits. Such distributions will not
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be eligible for the dividends received deductiothia case of U.S. Shareholders that are corpogtkenr this purpose, earnings and profits of
the Company will first be allocated to distributtopaid on preferred stock until an amount equalith distributions has been allocated
thereto. As a result, it is likely that any distritons paid on preferred stock will be taxabletit &s dividends to the holders of preferred st
Dividends declared during the last quarter of @mdhr year and actually paid during January ofrtiieediately following calendar year
generally are treated as if received by the shddeh®on December 31 of the calendar year durinigiwthey were declared.

Distributions designated by the Company as cagdal dividends generally will be taxed as gain fribva sale or exchange of a capital asset
held for more than one year (to the extent thatlibiibutions do not exceed the Company's acteatapital gain for the taxable year)
without regard to the period for which the shardklolhas held its stock. Corporate shareholders Yenyvemay be required to treat up to 20%
of certain capital gain dividends as ordinary ineoras described below in "--Recent Legislationg 1897 Act changed significantly the
taxation of capital gains by taxpayers who arevidldials, estates, or trusts. On November 10, 19&7IRS issued IRS Notice 97-64, which
provides generally that the Company may classifyigos of its designated capital-gain dividendiag 0% rate gain distribution (which
would be taxed as long-term capital gain in the 2p®up), (ii) an unrecaptured Section 1250 gaitrithistion (which would be taxed as long-
term capital gain in the 25% group), or (iii) a 288&te gain distribution (which would be taxed asgderm capital gain in the 28% group). (If
no designation is made, the entire designatedatagain dividend will be treated as a 28% rate ghstribution.) IRS Notice 97-64 provides
that a REIT must determine the maximum amountsitimaay designate as 20% and 25% rate capitaldjgidends by performing the
computation required by the Code as if the REITengar individual whose ordinary income were sukbiee marginal tax rate of at least 2¢
The Notice further provides that designations magdthe REIT will only be effective to the extenaththey comply with Revenue Ruling 89-
81, which requires that distributions made to défe classes of shares be composed proportionaiteliyidends of a particular type.

U.S. Shareholders may not include in their indigldacome tax returns any net operating lossespital losses of the Company. Instead,
such losses would be carried over by the Companpgdtential offset against future income (subjecatértain limitations). Distributions made
by the Company and gain arising from the sale chamrge by a U.S. Shareholder of Common Stock wtlbe treated as passive activity
income, and, as a result, U.S. Shareholders géneridinot be able to apply any "passive lossegdiast such income or gain.

The Company may distribute cash in excess of itsax@ble income. Upon distribution of such castiteyCompany to Shareholders (other
than as a capital gain dividend), if all of the G@amy's current and accumulated earnings and pidfite been distributed, the excess cast
be deemed to be a non-taxable return of capitehtt Shareholder to the extent of the adjustedaais of the Shareholder's capital stock.
Distributions in excess of the adjusted tax bagiishe treated as gain from the sale or exchangbetapital stock. A Shareholder who has
received a distribution in excess of current armiawlated earnings and profits of the Company mpgn the sale of the capital stock,
realize a higher taxable gain or a smaller lossibge the basis of the Common Stock as reducedevilsed for purposes of computing the
amount of the gain or loss.

Sales of Common Stock. In general, a U.S. Sharehaldl realize gain or loss on the dispositionsbfires of Common Stock equal to the
difference between (i) the amount of cash anddireniarket value of any property received on sushasition and (ii) the shareholder's
adjusted basis of such shares of Common Stock. #bect to dispositions occurring after July 287, in the case of a U.S. Shareholder
who is an individual or an estate or trust, sudn galoss will be mid-term capital gain or lossifch shares have been held for more than on
year but not more than 18 months and - term capital gain or loss if such shares have letd for more than 18 months. In the case of a
U.S. Shareholder that is a corporation, such galass will be long-term capital gain or loss itbushares have been held for more than one
year. Loss upon a sale or exchange of shares off@on$tock by a shareholder who has held such sb&f@smmon Stock for six months

less (after applying certain holding period rulei) be treated as either a long-term or mid-temmpital loss to the extent of distributions from
the Company required to be treated by such shatehak long-term or mid-term capital gain.
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BACKUP WITHHOLDING

If a U.S. Shareholder is subject to "backup witklivad,” the Company will be required to deduct arnthkold from any dividends payable to
such U.S. Shareholder a tax of 31%. These rulesapply when a U.S. Shareholder fails to supplyraeod taxpayer identification number,
when the IRS notifies the Company that a U.S. Sfwder is subject to the rules or has furnishethearrect taxpayer identification number.

TAXATION OF TAX EXEMPT SHAREHOLDERS

In general, a tax exempt entity that is a Sharedrdkinot subject to tax on distributions from @@mpany or gain realized on the sale of
capital stock, provided that the tax exempt ertdg not financed the acquisition of its capitatktaith "acquisition indebtedness" within the
meaning of the Code. Special rules apply to orgdiums exempt under Code Sections

501(c)(7), (c)(9), (c)(17) and (c)(20), and suchgmective investors should consult their own taksads concerning the applicable "set as
and reserve requirements. In addition, certaimibligions by a REIT to a tax- exempt employee'sspantrust that owns more than 10% of
the REIT will, in certain circumstances, be treadsd'unrelated business taxable income."

TAXATION OF NON-U.S. SHAREHOLDERS

The rules governing U.S. Federal income taxationanf-U.S. Shareholders are complex, and the foligwliscussion is intended only as a
summary of such rules. Prospective non-U.S. shider®should consult with their tax advisors toedeiine the impact of U.S. Federal, state,
and local income tax laws on an investment in tben@any, including any reporting requirements, a6 agethe tax treatment of such an
investment under their home country laws.

Distributions by the Company. Distributions to axfld.S. Shareholder will generally be subject toaaordinary income to the extent of the
Company's current or accumulated earnings andtpradi determined for U.S. Federal income tax p@gdSuch distributions will generally
be subject to withholding of such income tax ab%o3ate, unless reduced by an applicable tax ti@atyless such dividends are treated as
effectively connected with a United States tradbuminess. If the amount distributed exceeds a ddd- Shareholder's allocable share of :
earnings and profits, the excess will be treateal tax-free return of capital to the extent of ssbhreholder's adjusted basis in the Common
Stock. To the extent that such distributions exdbedadjusted basis of a non-U.S. Shareholder'sn@mmBtock, such distributions will
generally be subject to tax if such shareholderl@/otherwise be subject to tax on any gain fromstile or disposition of its Common Stock,
as described below. Under current law, it appdasthe Company will be required to withhold 10%aa¥ distribution to a non-U.S.
Shareholder in excess of the Company's currenaacaimulated earnings and profits. Consequentlypatth the Company intends to
withhold at a rate of 30% on the entire amountrof distribution to a non-U.S. Shareholder (or lowpplicable treaty rate), to the extent the
Company does not do so, any portion of such ailoigion not subject to withholding at a rate of 3086 lower applicable treaty rate) will be
subject to withholding at a rate of 10%. Howevke hon-U.S. Shareholder may seek a refund of smcluats from the IRS if it subsequently
determined that such distribution was, in facgxeess of current or accumulated earnings andtpiaffthe Company, and the amount
withheld exceeded the non-U.S. Shareholder's Utates tax liability, if any, with respect to ttlistribution.

Distributions to a non-U.S. Shareholder that aggimted by the Company at the time of distributisrcapital gains dividends (other than
those arising from the disposition of a United &aieal property interest) generally will not béjeat to United States federal income
taxation, unless

(i) the investment in the Common Stock is effedfivannected with the noid.S. Shareholder's United States trade or busimessich cas
the non-U.S. Shareholder will be subject to theesstn@atment as domestic shareholders with respectch gain (except that a shareholder
that is a foreign corporation may also be subjethé 30% branch profits tax) or (ii) the nonS. Shareholder is a nonresident alien indivir
who is present in the United States for 183 daysare during the taxable year and certain othawirements are met, in which case the
nonresident alien individual will be subject to@@tax on the individual's capital gains.
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Under the Foreign Investment in Real Property Tak(®IRPTA"), distributions to a non-U.S. Sharede that are attributable to gain from
sales or exchanges by the Company of United Stetéproperty interests (whether or not designated capital gain dividend) will be
treated as income effectively connected with a &thBtates trade or business. Non-U.S. Sharehalaensl thus generally be taxed at the
same rates applicable to domestic shareholdergegub a special alternative minimum tax in theecaf nonresident alien individuals). Also,
such gain may be subject to a 30% branch profiténtéhe hands of a non-U.S. Shareholder thatisrporation. The Company is required to
withhold 35% of any such distribution. That amoisntreditable against the non-U.S. Shareholdertedistates federal income tax liability.

Although the law is not entirely clear on the matieappears that amounts designated by the Coynparsuant to the 1997 Act as
undistributed capital gains in respect of shareSmhmon Stock (see "Taxation of Taxable Domestitdels of Common Stock" above)
would be treated with respect to non- U.S. Shadghslin the manner outlined in the preceding pagagfor actual distributions by the
Company of capital gain dividends. Under that appho the non-U.S. Shareholders would be able sebé#s a credit against their United
States federal income tax liability resulting tHesen their proportionate share of the tax paid ey €Company on such undistributed capital
gains (and to receive from the IRS a refund toetktent their proportionate share of such tax pgithk Company were to exceed their actual
United States federal income tax liability).

Sale of Common Stock. Gain recognized by a bdB- Shareholder upon a sale of its Common Stotlgemerally not be subject to tax unt
FIRPTA if the Company is a "domestically controllR&IT," which is defined generally as a REIT in wliiat all times during a specified
testing period less than 50% in value of its share® held directly or indirectly by non-U.S. parsoBecause only a minority of the
Shareholders are non-U.S. Shareholders, the Congguacts to qualify as a "domestically controlldelR" Accordingly, a non-U.S.
Shareholder should not be subject to U.S. tax fyains recognized upon disposition of the CommormwlStprovided that such gain is not
effectively connected with the conduct of a Unigdtes trade or business and, in the case of andundl shareholder, such holder is not
present in the United States for 183 days or maring the year of sale and certain other requirdmare met.

Backup Withholding Tax and Information ReportingadBup withholding tax (which generally is a withtliolg tax imposed at a rate of 31%
on certain payments to persons that fail to fureistiain information under the United States infation reporting requirements) and
information reporting will generally not apply tésttibutions paid to non-U.S. Shareholders outtiideUnited States that are treated as (i)
dividends subject to the 30% (or lower treaty ratghholding tax discussed above, (ii) capital gailividends, or

(iii) distributions attributable to gain from thale or exchange by the Company of United Statdgreperty interests. As a general matter,
backup withholding and information reporting withtrapply to a payment of the proceeds of a sa@amfimon Stock by or through a foreign
office of a foreign broker. Information reportirigu¢ not backup withholding) will apply, however,agpayment of the proceeds of a sale of
Common Stock by a foreign office of a broker tregtié a United States person, (b) derives 50% aerabits gross income for certain peri
from the conduct of a trade or business in theédh®tates or (c) is a "controlled foreign corpamati(generally a foreign corporation
controlled by United States shareholders) for Wh&¢ates tax purposes, unless the broker has dotcamevidence in its records that the
holder is a non-U.S. Shareholder and certain atbeditions are met, or the shareholder otherwitgblishes an exemption. Payment to or
through a United States office of a broker of thecpeds of a sale of Common Stock is subject th batkup withholding and information
reporting unless the shareholder certifies undealbe of perjury that the shareholder is a non-&R&areholder, or otherwise establishes an
exemption. A non-U.S. Shareholder may obtain anefof any amounts withheld under the backup wittimg rules by filing the appropriate
claim for refund with the IRS.

The United States Treasury Department has recénéijzed regulations regarding the withholding anibrmation reporting rules discussed
above. In general, these regulations do not dieestbstantive withholding and information repaytiequirements but unify certification
procedures and forms and clarify and modify releastandards. These regulations generally are sféefcr payments made after December
31, 1998, subject
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to certain transition rules. A non-U.S. Sharehoklesuld consult its advisor regarding the effedhef new Treasury Regulations.
RECENT LEGISLATION

As described above, the 1997 Act contains certaamges to the REIT qualification requirements anthé taxation of REITs. The 1997 Act
also contains certain changes to the taxation gitadagains of individuals, trusts and estates.

Capital Gain Rates. Under the 1997 Act, individutrlssts and estates that hold certain investnfentsore than 18 months may be taxed at a
maximum long-term capital gain rate of 20% on thie ®r exchange of those investments. Individualsts and estates that hold certain
assets for more than one year but not more thandi8hs may be taxed at a maximum mid-term capéad tate of 28% on the sale or
exchange of those investments. The 1997 Act alsaiges a maximum rate of 25% for "unrecapturediged250 gain” for individuals, trus
and estates, special rules for "qualified 5-yeamn,fyand other changes to prior law. The 1997 Alcivés the IRS to prescribe regulations on
how the 1997 Act's new capital gain rates will gapl sales of capital assets by "pass-throughiestitincluding REITs and to sales of
interests in "pass-through entities." For a disicussf new rules under the 1997 Act that applyh® taxation of distributions by the Company
to its shareholders that are designated by the @ognas "capital gain dividends," see "Taxation axdble Domestic Holders of Common
Stock-- Distributions by the Company" above. Shaleérs are urged to consult with their tax advisueith respect to the new rules contained
in the 1997 Act.

REIT Provisions. In addition to the provisions dissed above, the 1997 Act contains a number ohieghprovisions that either (i) reduce
the risk that the Company will inadvertently cetsgualify as a REIT, or (ii) provide additionagfibility with which the Company can meet
the REIT qualification requirements. These provisiare effective for the Company's taxable yeamsneencing on or after January 1, 1998.

TAXATION OF HOLDERS OF PREFERRED STOCK, EQUITY STOC K, DEPOSITARY SHARES AND WARRANTS

If the Company offers one or more series of Prete8tock, Equity Stock, Depositary Shares or Wastahere may be tax consequences for
the holders of such Securities not discussed hefeina discussion of any such additional consecggrsee the applicable Prospectus
Supplement.

STATE AND LOCAL TAXES

The tax treatment of the Company and the Sharetmidestates having taxing jurisdiction over themyndiffer from the federal income tax
treatment. Accordingly, no discussion of state tiaxaeof the Company and the Shareholders is pravide is any representation made as to
the tax status of the Company in such statesn&#istors should consult their tax advisors asédrmatment of the Company under the
respective state tax laws applicable to them.
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PLAN OF DISTRIBUTION

The Company may sell the Securities to one or maoderwriters for public offering and sale by themmay sell the Securities to investors
directly or through agents. Any such underwriteagent involved in the offer and sale of the Se@sriwill be named in the applicable
Prospectus Supplement.

Underwriters may offer and sell the Securities fixed price or prices, which may be changed, atgsrrelated to the prevailing market pri

at the time of sale or at negotiated prices. Thea@any also may, from time to time, authorize undiens acting as the Company's agents to
offer and sell the Securities upon the terms amdlitions as are set forth in the applicable Progme8upplement. In connection with the sale
of Securities, underwriters may be deemed to heweived compensation from the Company in the faromderwriting discounts or
commissions and may also receive commissions fremohasers of Securities for whom they may act astagynderwriters may sell
Securities to or through dealers, and such dealaysreceive compensation in the form of discouwgagcessions or commissions from the
underwriters and/or commissions from the purchafeerhom they may act as agent.

Any underwriting compensation paid by the Companyriderwriters or agents in connection with theffy of Securities, and any
discounts, concessions or commissions allowed bigmwriters to participating dealers, will be satlian the applicable Prospectus
Supplement. Underwriters, dealers and agents fgatiag in the distribution of the Securities maydeemed to be underwriters, and any
discounts and commissions received by them angeofit realized by them on resale of the Securities/ be deemed to be underwriting
discounts and commissions, under the SecuritiesW&uderwriters, dealers and agents may be entitleder agreements entered into with the
Company, to indemnification against and contributioward certain civil liabilities, including lialtties under the Securities Act.

Securities may also be offered and sold, if socatgid in the applicable Prospectus Supplementnneaction with a remarketing upon their
purchase, in accordance with a redemption or repaypursuant to their terms, or otherwise, by anmare firms ("marketing firms"), actir
as principals for their own accounts or as agamtshe Company. Any remarketing firm will be iddigd and the terms of its agreement, if
any, with the Company and its compensation wiltlbscribed in the applicable Prospectus SupplerRemharketing firms may be deemed to
be underwriters in connection with the Securitesarketed thereby. Remarketing firms may be edtitteder agreements which may be
entered into with the Company to indemnificationthg Company against certain liabilities, includiiadpilities under the Securities Act, and
may be customers of, engage in transactions wifedorm services for the Company in the ordinayrse of business.

If so indicated in the applicable Prospectus Suppl, the Company will authorize dealers actinthasCompany's agents to solicit offers by
certain institutions to purchase Securities fromm@ompany at the offering price set forth in suobsPectus Supplement pursuant to Delayed
Delivery Contracts ("Contracts") providing for pagmt and delivery on the date or dates stated ih Boospectus Supplement. Each Contract
will be for an amount not less than, and the agapegrincipal amount of Securities sold pursuar@aatracts shall be not less nor more than,
the respective amounts stated in the applicablsg@aius Supplement. Institutions with whom Consraghen authorized, may be made
include commercial and savings banks, insurancgaoias, pension funds, investment companies, eédneatind charitable institutions, a
other institutions but will in all cases be subjexthe approval of the Company. Contracts will betsubject to any conditions except (i) the
purchase by an institution of the Securities coddneits Contracts shall not at the time of delyke prohibited under the laws of any
jurisdiction in the United States to which suchtitugion is subject, and (ii) if the Securities dreing sold to underwriters, the Company s
have sold to such underwriters the total princgrabunt of the Securities less the principal amtheteof covered by Contracts. Agents and
underwriters will have no responsibility in respetthe delivery or performance of Contracts.

Certain of the underwriters, if any, and theirl&fes may be customers of, engage in transactiithsand perform services for the Company
in the ordinary course of business.
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LEGAL OPINIONS

David Goldberg, senior vice president and genarahsel of the Company, has delivered an opinichaceffect that the securities offered by
this Prospectus will be validly issued, fully paidd nonassessable. Hogan & Hartson L.L.P., Wasinin@.C., has delivered an opinion as to
the status of the Company as a REIT. See "Certdefal Income Tax Considerations." Mr. Goldberg ®&h,199 shares of Common Stock,
1,000 shares of convertible preferred stock andsb@®es of Senior Preferred Stock, and has optioasquire an additional 157,500 share
Common Stock.

EXPERTS

The consolidated financial statements of the Companat December 31, 1996 and 1995 and for the fears in the period ended Decen
31, 1996 which are included in the Company's Aniegort on Form 10-K have been audited by Ernstofing LLP, independent auditors,
as set forth in their report with respect theratd encorporated herein by reference. The followiage also been audited by Ernst & Young
LLP as set forth in their reports with respect ¢her (i) the combined statements of revenues artdioeperating expenses of the Acquired
Properties (as defined in Note 1 to such combitetgiments) for each of the three years in the germmled December 31, 1996, the statement
of revenues and certain operating expenses ofdhgoLProperty (as defined in Note 1 to such staténfier the year ended December 31,
1996, the statement of revenues and certain opgratipenses of the Gunston Property (as defindlbia 1 to such statement) for the year
ended December 31, 1996 and the combined staterhemtenues and certain operating expenses ofrtiyBed Acquisition Properties (as
defined in Note 1 to such combined statement)Heryiear ended December 31, 1996, which are includge: Company's Current Report on
Form 8-K, as amended by a Form 8-K/A, each datezeBer 24, 1997 and (ii) the financial statemeh®ublic Storage Properties XVI,
Inc., the financial statements of Public StoragepBrties XVII, Inc., the financial statements obRei Storage Properties XVIII, Inc. and the
financial statements of Public Storage Propertie§ ¥c., which are included in the Registratiomt®ment on Form S-4 (No. 333-26959) of
Public Storage, Inc. Such financial statementsrarerporated herein by reference in reliance upahseports given upon the authority of
such firm as experts in accounting and auditing.

The combined statement of revenues and certairatipgrexpenses of the Acquiport Properties (asddfin Note 1 to such combined
statement) for the year ended December 31, 199¢hwhiincluded in the Company's Current Report omF38-K, as amended by a Form 8-
K/A, each dated December 24, 1997 have been augjt&dMG Peat Marwick LLP, independent auditorsseisforth in their report includt
in the Company's Current Report on Form 8-K, asrated by a Form 8-K/A, each dated December 24, d@@7incorporated herein by
reference. Such combined statement is incorpofaesin by reference in reliance upon such repedrgupon the authority of such firm as
experts in accounting and auditing.
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NO DEALER, SALESPERSON OR ANY OTHER PERSON HAS BEENTHORIZED TO GIVE ANY INFORMATION OR TO MAKE
ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED IN®DINCORPORATED BY REFERENCE IN THIS PROSPECTUS
SUPPLEMENT OR THE ACCOMPANYING PROSPECTUS, AND,@VEN OR MADE, SUCH INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVINCHEHEN AUTHORIZED BY THE COMPANY OR THE
UNDERWRITER. THIS PROSPECTUS SUPPLEMENT AND THE ACMIPANYING PROSPECTUS DO NOT CONSTITUTE AN
OFFER TO SELL, OR A SOLICITATION OF AN OFFER TO BUWN ANY JURISDICTION WHERE SUCH AN OFFER OR
SOLICITATION WOULD BE UNLAWFUL. NEITHER THE DELIVERY OF THIS PROSPECTUS SUPPLEMENT AND THE
ACCOMPANYING PROSPECTUS NOR ANY SALE MADE HEREUNDEBRHALL, UNDER ANY CIRCUMSTANCES, CREATE ANY
IMPLICATION THAT THE INFORMATION CONTAINED HEREIN IS CORRECT AS OF ANY TIME SUBSEQUENT TO THE DATE
HEREOF.
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